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MONARCH’S ERRATA NO. 8 TO RATE FILING
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(June 2, 2016)
Monarch Utilities I, L.P
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SOAH DOCKET NO. 473-16-2873

PUC DOCKET NO. 45570
APPLICATION OF MONARCH § STATE OFFICE
UTILITIES I, L.P. TO CHANGE RATES § OF

FOR WATER AND SEWER SERVICE § ADMINISTRATIVE HEARINGS

MONARCH UTILITIES I, L.P.’S ERRATA NO. 8 TO-
RATE FILING PACKAGE SCHEDULES AND WORKPAPERS

Monarch Utilities I, L.P."s, (“Monarch”) filed its Errata No. 7 to its Rate Filing Package
Schedules and Workpapers on May 23, 2015. In its subsequent review of the amended schedules
and workpapers, Monarch discovered that it had inadvertently misapplied certain amounts to the
incorrect NARUC account lines, which could be simply classified as data entry errors. Also,
Monarch found incorrect formulas on a couple of schedules and workpapers. The result of these
errors affected certain linked schedules and workpapers but did not result in any change in cost
of service or proposed rates as filed in Errata No. 7. The following schedules and workpapers
were affected as a result of the data entry error, Schedule II-A-1, Schedule II-D-1, Schedule
11-D-1.1, and WP II-D-1.1, and the incorrect formulas, Schedule IV-1, Schedule IV-2, WP V-1,
and WP IV-2. Revised copies of these schedules and workpapers are attached to this filing.

Monarch is also providing electronic copies of the amended schedules and workpapers,
as part of this filing and to SOAH and all intervening parties that have requested or are required
by Commission rule to receive electronic copies. All newly amended errata schedules included
in electronic format have been designated with a red tab to easily identify them within the
context of the entire schedule workbook. The workpapers in electronic format are also

designated with a red tab.
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Respectfully submitted,

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

816 Congress Avenue, Suite 1900.

Austin, Texas 78701

Telephone:  (512) 322-5800

Facsimile:  (512) 472-0532

Gps 7

“LAMBETH TOWNSEND

State Bar No. 20167500

GEORGIA N: CRUMP
State Bar No. 05185500

WILLIAM A. FAULK, IlI
State Bar No. 24075674

ATTORNEYS FOR MONARCH UTILITIES I, LP

CERTIFICATE OF SERVICE

1 hereby certify that on this 2nd day of June, 2016, a true and correct copy of the
foregoing document has been sent via facsimile, certified mail, return receipt requested, first
class mail, or hand-delivered to all parties of record.

3176/18/7106017
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ERRATANO.8
PUC DOCKET NO. 45570
MONARCH UTILITIES 1, LP.

TO CHANGE RATES FOR
SEWER SERVICE

)
3

June 2, 2016 i June 2, 2016

ERRATA NO.8TO
RATE FILING PACKAGE
SCHEDULES AND
WORKPAPERS
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WP-LG-3
MONARCH’S AMENDED RESPONSES TO

COMMISSION STAFF’S FIFTH REQUEST FOR

INFORMATION (June 7, 2016)
Monarch Utilities I, L.P
Application for Water arid Sewer Rate/Tariff Change
SOAH Docket No. 473-16-2873. WS
PUC Docket No. 45570
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PUC DOCKET NO. 45570 RECEIVED
SOAH DOCKET NO. 473-16-2873.WS 016 JUN=T AHIO: 20

APPLICATION OF MONARCH § BEFORE THESTATEIOEFICES Ui
UTILITIES I, L.P. TO CHANGE RATES  § OF FILIMI CLERK
FOR WATER AND SEWER SERVICE ~ § ADMINISTRATIVE HEARINGS

MONARCH UTILITIES ], L.P-’S AMENDED RESPONSES TO
COMMISSION STAFF’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 I, L.P. (“Monarch”) files its Amended 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:  (512) 322-5800

Facsimile:  (512)472-0532

LAMBETH TOWNSEN
State Bar No. 20167500
ltownsend@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

1 \6\(;()0023 %5

5



CERTIFICATE OF SERVICE

I hereby certify that on this 7th day of June, 2016, a true and correct copy of the
foregoing document has been hand-delivered. sent via facsimile, e-mail, or first class mail to ail

parties of record.
/,
////

WILLIAM A. FAUL

3176/18/7107471

2
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

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

STAFF RFI §-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.

AMENDED

RESPONSE: Expense:
Accounts 610 and 675
June 2, 2016 Errata Schedule II-A-1
Lines 5 and 22

Asset:
Account 162
June 2, 2016 Errata Schedule II-A-3
Line 24

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

3

000002%




STAFF RFI 5-4:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

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

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

Please provide an explanation as to why each cost/expense allocated to
Monareh Utilities I, L.P. from Parent/SouthWest, SWWC Utilities,
and/or any other affiliates are reasonable and necessary to provide
service to the ratepayers. Please identify the costs discussed by
NARUC/company account,

See Amended Attachment Staff RFI 5-4 for an explanation by department
of the reasonable and necessary services of -Parent/SouthWest, SWWC
Utilities, and/or any other affiliates required to provide water and sewer
service to customers, and identification of the costs discussed by
NARUC/company account.

Robert Kelly
Robert Kelly

4
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Amended Staff Attachment 5-4 {6/6/2016)

Sum of Test
Year Sum of
Normalized Known &  Sum of Balance
Description Balance Measurable for Rate Case
Parent | 3,352,230 65,261 3,417,491 |
695001 Corporate OH Assessment 3,352,230 65,261 3,417,491
TXU | 3,184735]  (110,622)] 3,074,113
510040 Consumption Plant Stock {5,406) 509 {4,897)
540105 Contract Services Expense 16,360 {536) 15,825
540510 Service Fee Cost 526 {17) 509
550010 Chemicals {302) {34) {336)
550205 Hauling & Disposal (1) (1)
550405 Purchased Electricity 36 36
570020 inventory Adjustment (2,159) 101 (2,058)
570025 Maten‘als/& Supplies {5) (5)
570030 Tapping Expense 15 (1)) 15
570035 Supplies: Field 1,067 (347} 720
570040 Frelght Expense 54 {3) 51
610030 Travel Lodging 12,032 {409) 11,623
6510040 Meals & Entertainment {50% Deductible) 9,271 {298) 8,972
610060 Meals On Premise 446 {11) 435
610070 Travel - Transportation 10,059 {333) 9,726
610080 Mileage Relmbursement 5,326 (187) 5,139
610090 Travel Other 976 {34) 942
610150 Jury duty reimbursement 148 o 149
610180 Severance Pay 7,184 (238) 6,948
610200 Incentive/Compensation Expense 150,068 {4,709) 145,358
610205 Bonus Expense - Safety 914 {28) 886
610210 Bonus Expense - Spot 2,055 (30} 2,025
610215 Bonus Expense. Retention 104 {0) 104
610220 Bonus Expense Other 804 (%) 799
510300 Overtime 37,094 {822) 36,272
510400 Vacation/Holiday Expense 55,943 {1,667) 54,276
510405 Sick Pay 15,130 (417) 14,714
611000 Salaries & Wages 1,311,002 {40,211) 1,270,790
611010 401K Employer Contribution 42,171 (1,335) 40,837
611020 Medical & Dental Employer 247,986 {8,707) 239,279
611030 Auto Allowance 1,405 {3} 1,402
611035 Employee Education 3,479 (96) 3,383
611040 Benefits Expense Other 12,043 {386) 11,658
611045 Cell Phone Allowance 10,805 {334) 10,470
612000 Social Security Expense 121,137 (3,666) 117,471
613010 Employee Cost - Gther 3,830 (75) 3,755
613020 Health & Safety 6 6

5
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Sum of Test

Year Sum of
Normalized Known &  Sum of Balance
Description Balance Measurable for Rate Case
613030 Pre-employement Medical 3,255 {72) 3,183
613040 Recruiting Expenses 35,043 (1,143) 33,900
613060 Training & Seminars 12,830 {333) 12,497
613070 Uniforms & Clothing 2,341 (54) 2,287
613100 Workers Compensation 25,833 (847) 24,986
613110 Workers Compensation - Claims 199 (7) 192
613500 TYemporary Labor 71,178 (2,330} 68,848
613600 ATR Employee Costs 15,131 {495) 14,635
613700 IT Direct Costs 5,471 (5471) 0
620000 Bad Debt Expenses (847) 28 {819)
631010 Vehicle Expense {95) (134) {229)
631020 Vvehicle Fuel 27,691 (514) 27,177
640020 Depreciation Expense Machinery + Equipment (1,075) {126) (1,201)
640030 Depreciation Expense Leasehold improvements 0 (0} Q)
640040 Depreciation Expense Motor Vehicles {1,088) {883) {1,972)
640050 Depreciation Expense - Office Equipment 0} {c)
640060 Depreciation Expense Furniture 15,622 {510) 15,112
640070 Depreciation Expense Computer Hardware 131 {6) 175
640080 Depreciation Expense Computer Software 29 (1) 23
650000 Postage & Delivery 121,704 (3,994) 117,710
650020 Marketing & Customer Relations 1,276 {1,276) {0
650025 Contributions 1,895 {1,895)
650040 Dues & Subscriptions 6,814 (216) 6,598
650060 Late Fees 18 {1} 18
650070 Licenses & Fees 6,627 (230) 6,397
650080 Fines & Penaities (Non-Deductible) 0 {0) 0
650110 Office Expense {60) {5) {(65)
650120 Utilities Expense {73) {0) (73)
650135 Supplies Office, 12,482 (376) 12,106
650140 Printing & Communication 120,576 (3,945) 116,632
650170 Lease Expense Office 127,139 (3,614) 123,525
650175 Lease Expense Equipment 12,754 {450) 12,345
650180 Lease Expense -Vehicle 6,260 (189) 5,070
650185 Lease Expense Other 1,096 1,096
651000 Rate Case Expense 2 {2) g
651005 Rate Case Expense Legal 210 (148) 62
655010 Insurance Expense - Claims & Settlements 2,673 1 2,675
655040 Insurance Expense Fees 34,857 {1,145) 33,812
655050 Insurance Expense - General Liability 44,183 (1,447) 42,736
655070 Insurance Expense Property 86,930 {2,846} 84,084
655075 Insurance Expense — Contractors/Prem Pollution 26,602 {872) 25,731
655080 Insurance Expense Umbrella 31,784 (1,040) 30,744
2 6
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Sum of Test

Year Sum of
Normalized Known &  Sum of Balance
Description Balance Measurable for Rate Case
655090 Insurance Expense Vehicle 1,910 {57) 1,853
656010 Information Technology Costs 2,719 (87) 2,632
656025 Maobile Device Expense 5,057 {211) 4,846
6556035 Telecom Voice Lines 80,922 {(2,730) 78,192
656040 Security Alarm Services 153 {1) 152
656050 Network Data Circuitry 61,643 (2,187) 59,455
656055 Conference Services 1,197 {40) 1,157
657010 Repairs & Maintenance - Other 4,453 (131) 4,322
657020 Repairs & Maintenance - Auto 11,243 {230) 11,013
657030 Repairs & Maintenance Facilities (4) (4)
658010 Professional Fees  Consulting {0) (0)
658030 Professional Fees - Collection 12,205 {399) 11,806
658040 Professional Fees Legal 20,464 {667) 19,797
658050 Professional Fees - Tax Consulting 979 (32) 947
658055 Professional Fees - Other 52,609 (1,719) 50,890
658060 Lobby Expense 748 (749) {0)
661030 Capitalized Overhead (19,508) 92 {19,416)
670005 Bank Charges 16,956 (555) 16,400
670010 Loss/Gain: Operating {120) 120 0)
750060 Franchise Tax Expense 323 (11) 312
750080 OQccupational Tax Expense 27 (1) 26
750090 Property Taxes 1,519 {116) 1,404
750110 Regulatory Fees/Tax Expense 47 (2) 46
Grand Total 8,536,965 {45,361) 6,491,604
7
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Amended Staff Attachment 5-4 {6/6/2016)

Parent Company .

Department Description

Accounting Responsible for the accurate and timely accounting for corporate transactions, preparation of
financial statements, preparation of budgets and forecasts, accounts payable, and providing
management with financial information necessary for Informed operating and financial
decision-making, including all affifiates.

Eldridge Lease costs for document storage space. Monarch does not have its awn storage facllity.
Storage inciudes affiliates' documents.

Exscutive The executive team and the Board of Directors responsible for providing strateglc vision,
business strategy, management oversight and overall direction to the company, including its
affillates.,

HR Respansible for employment polidies, practices and employee related matters; arranging for

both company and employee-pald benefits such as medical, dental, vision, life, and disabliity
insurance; and for managing the Carnpany's workers compensation obligations.

Information Technaology

Responsible for operating and maintaining 3 uniform, efficient and flexible IT platform capable
of addressing the Increasingly complex current and future operational, financial, and business
needs of SouthWest,

Internal Audit Responsible for evaluating the design and sffectiveneass of compilance in accordance with
established policles and procedures.
Legal Responsible for providing counsel on legal matters as well as litigation strategy and
management.
Payrall Responsible for managing payroil information required for paying employees and reporting to
governmental taxing authorities,
Reed Road Responsible for expenses of carporate office facilities such as lease, repairs & malintenance,
supplies, utilities, and telecom volce lines.
Tax Responsible for preparing and reviewing tax fillngs.
Traasury Responsible for all banking, risk and cash management functions
TXU Costs | ) . 53y o YL B
IDepartment Description
Austin Area Shared Services Field Operations Center includes personnel, facilities, supplles, equipment, and vehicles

serving Austin Area utilities {including Monarch).

San Antonlo Shared Services

Field Operations Center including persopnel, facilities, supplies, equipment, and vehicles
serving San Antonio Area utilities {including Monarch).

Texas Utilities Management Group

Responsible for management and strategy of Texas Utllities business unit including regulatory,
human resources, environmental, health and safety, and budgeting, These costs and
personnel provide services for all Texas Utllitles group companies (including Monarch).

TXU Accounting

Responsible for GAAP and regulatory accounting functions for all the Texas Utilitles group
{including Manarch).

TXU Customer Service

Responsible for billlng and collection, call center, and communications for all Texas Utilities
graup compames {including Monarch).

TXU Waest Shared Services

Management, engineering, complance and administrative support for Austin and San Antonio

Areas {including Monarch).

8
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STAFF RFI5-8:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

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

MONARCH’S AMENDED RESPONSES TO

STAFF’S FIFTH REQUESTS FOR INFORMATION

Please provide a list of all employees who received salaries, bonuses,
allowances, benefits and other remuneration that were included in the
cost of service allocated, direct billed, or otherwise charged from
Parent/SouthWest. Please provide the following information:

a) Name;

b) Position and detailed job description;

c) Date hired and date of termination, if applicable;

d) Rate per month or per hour; and

e) Total number of hours and percentage of time worked per
week for you and total number of hours and percentage of time
worked per week for any of your affiliated companies.

f) The application schedule, line number, NARUC/company
account name, and number in which each expense is included.

See Confidential Attachment Staff RFI 5-8.a for a), b), ¢), d), and ).

See Attachment Staff RFI 5-8.b for detailed job descriptions. These
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.

Regarding €), Parent hours are not direct charged to Monarch, please refer
to the Cost Allocation Manual Errata Schedule IV-4.1 for the cost
allocation method.

Regarding f), see application June 2, 2016 Errata Schedule IV-1 line 3
(NARUC Account 401 Affiliate Transactions ~ Parent Operating
Expenses) for the costs charged to Monarch.

Edward Taussig
Carmelitha Bordelon-Taylor

9
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STAFF RF1 5-12:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

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

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

Please provide the 2015 Corporate Allocation Factor (CAF) for
Parent/SouthWest and all related calculations. If 2615 CAF in not
available, please provide the most recent financial information used to
calculate the CAF,

See Errata 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.W§S

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

STAFF RF15-30: In reference II-A-1, please provide a schedule or breakdown of the
Miscellaneous Expenses claimed in this rate application amounting to

Please see June 2, 2016 Ermrata Schedule II-A-1. The amount in 675 — Miscellaneous Expenses is

$267,014.
AMENDED
RESPONSE:

$220,666.
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 20,465.65
Dues & Subscriptions 27,234.98
Late Fees 117.50
Licenses & Fees 4,630.50
Other Operating Expenses {400.28)
Dividend Income
Total 78,383.82
Prepared by: Carmelitha Bordelon-Taylor
Sponsored by: Carmelitha Bordelon-Taylor

86%
86%
86%
86%
86%
86%
86%
86%
86%
86%
86%
86%

Aliocated fram
Shared
1,827.50
B,267.21
4,288.99
1,257.97
1,348.87
5,662.27
17,600.46
23,422.08
101.05
3,982.23
(344.24)

67,414.39

Grand
Water Total

18,196.74  20,024.24
8,267.21

18.92 4,308.31
1,257.97

1,348.87

310.50 5,972.77
450.00 18,050.46
4,965.10 28,387.18
138,73 240.78
9,784.45 13,776.68
119,375.18 119,030.94

153,251.62 220,666.01

000001
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MONARCH’S AMENDED RESPONSES TO
COMMISSION STAFF’S SECOND REQUEST FOR

INFORMATION (June 7, 2016)
Monarch Utilities I, L.P
Application for Water and Sewer Rate/Tariff Change
SOAH Docket No. 473-16-2873. WS
PUC Docket No. 45570
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PUC DOCKET NO. 45570 RECEIVED
SOAH DOCKET NO. 473-16-2873.WS
’ 2016 JUR -1 AM10: 53

APPLICATION OF MONARCH § BEFORE THE §IATE OFFIEEH
UTILITIES I, L.P. TO CHANGE RATES  § OFF i CLER&
FOR WATER AND SEWER SERVICE  § ADMINISTRATIVE HEARINGS

MONARCH UTILITIES I, L.P.’S AMENDED RESPONSES TO
COMMISSION STAFF'S SECOND 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 I, L.P. (“Monarch”) files its Amended Responses to Public Utility
Commission (*Commission™) Staff’s Second Requests for Information received March 31, 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:  (512) 322-5800

Facsimile:  (512) 472-0532

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

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

WILLIAM A. FAULK, 111
State Bar No. 24075674
cfaulk@lglawfirm.com

ATTORNEYS FOR MONARCH UTILITIES I, LP

: \C\% 0000486




CERTIFICATE OF SERVICE

I hereby certify that on this 7th day of June, 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.

WILLIAM A. FAULK, Il

3176/18/7107395

1w
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PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

MONARCH’S AMENDED RESPONSES TO
STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI12-19: Please identify any additional contract labor employees or entities
who provided Monarch Utilities service in the period used to calculate
Monarch Utilities’ proposed water and sewer rates, and explain in
detail all job functions performed by any contract labarers for

Monarch Utilities.

AMENDED

RESPONSE: Monarch has no contract labor employees. There are no additional
contract Jabor entities beyond what was reported in Errata Schedule 1I-D-4
and Errata WP/1I-D-4,

Prepared by: Carmelitha Bordelon-Taylor

Sponsored by: Carmelitha Bordelon-Taylor
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STAFF RFI 2-21:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

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

MONARCH’S AMENDED RESPONSES TO
STAFF’S SECOND REQUESTS FOR INFORMATION

Please provide a copy (hard copy and electronic file, if available) of
the general ledger for the test year (July 1, 2014 — June 30, 2015) and
the known and measurable changes (July 1, 2015 — June 30, 2016);
and a copy of the chart of accounts with account codes or numbers for
Monarch Utilities I, L.P.

Please see the following files:
Confidential Attachment Staff 2-21a - Monarch SAP General Ledger

Attachment Staff 2-21b  Monarch SAP Chart of Accounts

Amended Attachment Staff 2-21¢  Known & Measurable

Carmelitha Bordelon-Taylor
Carmelitha Bordelon-Taylor

000049
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STAFF RFI 2-30:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

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

MONARCH’S AMENDED RESPONSES TO
STAFF’S SECOND REQUESTS FOR INFORMATION

Please provide a list of specific benefits and/or services that Monarch
Utilities I, L.P. receives from its affiliated companies in refurn for the
costs allocated and/or direct billed from the affiliate. Please identify
the specific costs with the specific benefit or service.

See Errata Schedule IV-4.1, SWWC Cost Allocation Manual. See June 2,
2016 Errata Workpaper [V-1, Affiliate Expenses by NARUC' Account.
See Direct Testimony of Robert Kelly, discussion beginning on page 23
and ending on page 27.

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

MONARCH’S AMENDED RESPONSES TO
STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI2-31.  Please provide the percentage and amount of every expense category
allocated and/or direct billed from the affiliated companies that were
included in this rate change application.

AMENDED

RESPONSE: For categories and percentages of costs allocated and/or direct billed from
affiliates, please Emrata Schedules IV-12.1 — Affiliate Multijurisdictional
Costs and Errata IV-12.2 — Texas Affiliates and Regions included in the
rate filing package.

Prepared by: Carmelitha Bordelon-Taylor

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

MONARCH’S AMENDED RESPONSES TO

STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-32:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

Please provide any study or other document showing the basis of
allocation and direct billing of costs from the affiliated companies.

4

For explanation of allocated costs please sece Errata TV-4.1 — Cost
Allocation Manual.

Direct costs are those costs applicable to specific operations. Monarch has
77 water and 11 wastewater systems in 23 counties throughout Texas. Itis
not cost effective to maintain personnel for each of these systems,
therefore, SWWC Utilities, Inc. employees may perform tasks in various
Monarch facilities. The hourly rate charged is the average employee cost
for the position. Rates are reviewed periodically to ensure they remain
consistent with employee costs.

Carmelitha Bordelon-Taylor
Robert Kelly

0000




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

MONARCH’S AMENDED RESPONSES TO

STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-33:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

Please provide any study or other document showing that the costs
allocated and the percentage of allocation and/or direct billing are
reasonable.

See the following confidential files related to compensation studies:

Confidential Attachment Staff 2-28 2014 SWWC Benchmark
Slotting Review

Confidential Attachment Staff 2-28 2015 Benchmark Slotting
Review-1st Level Executive

Confidential Attachment Staff 2-28 2015 Benchmark Slotting
Review-2nd Level Executive

Confidential Attachment Staff 2-28 2015 Benchmark Slotting
Review-Managers

See Confidential Attachment Staff 2-28 “Defined Contribution Survey,
concerning reasonableness of the defined contribution plan,

See Errata Schedule IV-4.1, SWWC Cost Allocation Manual,

See California Public Utilities Commission Decision 14-12-038,
http://docs.cpuc.ca.gov/PublishedDocs/Published/GO00/M 143/K989/1439
89136.pdf. See also settlement approved by that decision,

hitp://docs.cpuc.ca.gov/PublishedDocs/Published/GO00/M143/K987/1439
87709.pdf, p. 29-32

Robert Kelly
As To Excel Files ~ Charles Profilet
As To All Other Documents — Robert Kelly

10
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' ~ PUC DOCKET NO. 45570
SOAH DOCKET NO. 473-16-2873. WS

MONARCH’S AMENDED RESPONSES TO

STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-35:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

Please provide the allocation schedule of SWWC Utilities, Inc. and
Monarch Utilities, Inc.’s cost of service/expenses allocated and/or
direct billed to affiliated companies for the test year, but not limited to
Monarch Utilities I, L.P. Provide a breakdown of costs distributed to
the affiliated companies.

Please see Errata Schedules [V-8 and IV-9 in the rate filing package.

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

MONARCH’S AMENDED RESPONSES TO
STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-36:  Please identify all companies to whom SWWC Utilities, Inc. and
Monarch Utilities, Inc. allocate or direct bill their costs or expenses.

AMENDED

RESPONSE: Please see Errata Schedule IV-12.2 Texas Affiliates and Regions for
details of all companies to whom SWWC Utilities, Inc. allocates or direct
bills costs or expenses. Monarch Utilities, Inc. does not allocate costs or
expenses.

Prepared by: Carmelitha Bordelon-Taylor

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

MONARCH’S AMENDED RESPONSES TO

STAFF'S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-56:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

Please list each instance of two or more vendors providing the same or
similar services to Monarch? If any instances exist, please detail why
two or more vendors were used.

Monarch has 77 water and 11 wastewater systems in 23 counties
throughout Texas. The vast majority of these systems are located outside
of city limits; therefore, Monarch works diligently to find qualified
vendors. Many of the vendors are sole proprietors, in only one geographic
area, which requires Monarch to locate and hire multiple suppliers for
similar services. Also, there are vendors specialized in certain functions
or regions that requires the employment of more than one vendor for a
similar service.

Examples: legal, lab services, telecom, purchased water and wastewater,
electric, mowing, consulting, permitting, hauling and disposal, security
alarm service, banking, recruiting, pre-employment medical, network data
circuitry, mobile device expense, telecom ~ voice line, temporary labor,
drug testing, and janitorial. See Errata WP/II-D-4 Summary of Qutside
Services Employed for specific examples.

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

MONARCH’S AMENDED RESPONSES TO

STAFF’S SECOND REQUESTS FOR INFORMATION

STAFF RFI 2-59:

AMENDED
RESPONSE:

Prepared by:
Sponsored by:

Does Monarch’s requested cost of service include amounts for
executive perquisites such as luxury automobiles, financial planning
and tax gross-ups? If so, please provide an explanation of the types of
perquisites included, a copy of Monarch’s policies regarding the
payment of such perquisites, and the amount of such payments
included in the cost of service by NARUC account. Indicate which
amounts are directly incurred by Monarch and which amounts are
allocated.

Monarch has very limited automobile related executive perquisites
included in cost of service. See Amended Confidential Attachment Staff
2-59.

Kent Cauley
Charles Profilet
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SOAH DOCKET NO. 473-16-2873

PUC DOCKET NO. 45570
APPLICATION OF MONARCH § PUBLIC UTILITY COMMISSION
UTILITIES I, L.P. TO CHANGE RATES §
FOR WATER AND SEWER SERVICE § OF TEXAS

MONARCH UTILITIES I, L.P.’S ERRATA NO. 7 TO
RATE FILING PACKAGE SCHEDULES AND WORKPAPERS

As stated in Monarch Utilities I, L.P.'s, (“Monarch™) Motion to Abate Discovery and
Procedural Schedule (“Motion to Abate™) filed in this docket on May 17. 2016, Monarch
discovered that it had not removed the Blue Mound and Oak Point/Midway systems in allocating
Corporate and Texas Utility Management costs, as it intended to do because those systems were
transferred after the end of the test year. Monarch has completed its review and revision of the
schedules and workpapers included in the rate filing package that were affected by this specific
known and measurable adjustment. Attached to this errata are all relevant schedules, workpapers,
and 45 day update schedules that have been amended to properly reflect the known and
measurable adjustment. All confidential schedules and workpapers that are subject to this errata
have been filed separately in accordance with Public Utility Commission (“Commission”) rules.
An index of all of the pertinent schedules and wotkpapers that have been included as part of this
errata is attached as Exhibit "‘A’ to this pleading.

Monarch as part of this filing has also provided electronic copies of the amended
schedules and workpapers, as part of the complete rate filing package, to SOAH and all
intervening parties that have requested or are required by Commission rule to receive electronic
copies. Included within the electronic copy of the updated rate filing package is an amended
‘Schedule Index’ that designates each of the'schedules that are part of this errata. Additionally.
all errata schedules included in electronic format have been designated with a blue tab to easily

identify them within the context of the entire schedule workbook.

As required by SOAH Order No. 3, on or before May 31, 2016, Monarch will, after
consultation with as many parties as possible, either propose an amended procedural schedule,
request a prehearing conference (providing three possible dates for such), or file a status report

for the completion of this proceeding.

0000053




Respectfully submitted,
LLOYD, GOSSELINK,

ROCHELLE & TOWNSEND, P.C.

816 Congress Avenue, Suite 1900.
Austin, Texas 78701

Telephone:  (512) 322-5800
Facsimile:  (512) 472-0532

LAMBETH TOWNSEND
‘State Bar No. 20167500

GEORGIA N, CRUMP
State Bar No. 05185500

WILLIAM A. FAULK, III
State Bar No. 24075674

ATTORNEYS FOR MONARCH UTILITIES I, LP

CERTIFICATE OF SERVICE

I hereby certify that on this 23rd day of May, 2016, a true and correct copy of the
foregoing document has been sent via facsimile, certified mail, return receipt requested, first

class mail, or hand-delivered to all parties of %

3176/18/7100893

/LAMBETH TOWNSEND
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1.

Introduction

The purpose of this Cost Allocation Manual ("CAM") is to document the cost allocation processes of
ScuthWest Water Company (“SouthWest”) and Its afflliates from recording the original transaction
through the allocation of costs to entitles receiving services from SouthWest and its affillates. The
CAM Is to ensure that expenses are allocated as necessary to the appropriate entity. The process of
properly allocating costs Is Important In setting Just and reasonable rates as well as in minimizing the
opportunity for cost subsidies amang entitles. There are three elements of cost allocations In
SouthWest, namely; Corporate cost allocation, Utllity Group Allocation, and Texas Utilities cost
allocation. Those three types of cost allocations are discussed later In this CAM,

SouthWest will pericdically evaluate its cost allocation methodologles to determine If changes to
such processes are appropriate, and revise those methodologles as necessary.

1.1

1.2

Definitions
The following terms and abbreviations are used within this CAM document:

Cast ailocation is the distribution of cammon cost to or from'more than one activity,

Cost center Is an account coding that denotes cost responsibility primarily for management
purposes,

Direct costs are those costs that are specifically associated with an Identified operating entity
or group of identified operating entities, This means that it Is known exactly to which
operating entity or group of operating entit/es these costs relate,

Indirect costs are those costs that are not associated with an identifled operating entity. This
means that the costs Indirectly support all entitles or directly support the operation of

SouthWest.

TXU Admin Texas Utility Administration

cc. , Cost Center

CSC. . Customer Service Center

DOA. . Delegation of Authority

EHS. . Employee Health and Safety

FSC. . Financlal Service Center

T .Information Technology

oPs., . Operations

PO. .Purchase Order

SAP. . Systems, Applications and Products in data processing
FICO . ,Financlal Accounting and Controlling
ww, .Waste Water

Process Used To Segregate Between Indirect And Direct Costs

Involces are received by mall and/or electronically. They are distributed for approval and for
coding by the appropriate persons. if the involce Includes charges directly traceable to a
specific business unit, It is coded directly to the business unit, If the charges cannot be
traceable or Is related to corporate, the involce is approved and coded to the responsible
corporate area.

obd8oe7
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2. Corporate Cost Allocation

Currently, SouthWest affiilates are groupéd under three major business segments, Those segments
are:

Suburhan Water Systems (“Suburban”}—a regulated class A water utility In Callfornla
Texas Utliities~regulated water and wastewater utilitles and related customer service
aperations throughout Texas

Southeast Utilitles—representing water, wastewater, and to a much smailer extent
operations and malntenance cantracts (n Alabama

Allocation of Parent Company expenses Is based on a 3-factor allocation methodaology as approved
by the California Publle Utiiitles Commission (“CPUC"} in Decision 14-12-038 "Decision Adopting
Settlement between Suburban Water Systems and Offica of Ratepayer Advocates {ORA) and
Determining Unsettled (ssues”. Calculations are In accordance with the general methodology
described in the CPUL's July 26, 19586, four-factor procedure “Aliocation of Administrative and
General Expenses and Comman Utllity Plant”. By “general methodology” we mean that the CPUC
excluded the fourth factor, connections. Also, recently discontinued Blue Mound and soon to be
discontinued Midway, are excluded. Below Is the adopted computation of allocation percentages:

Par Settleswnc Anrasment with OR:

Dir-ct Oparating Expanse PFayrsl] frd of Year Grosz Plant

Company R & g Tozal  Aver

Amouny, § Poreent 1 foreen resnt | Parzent | Percant
ALLOCATION FACTORS
Suburban Water Syscams 34,010,016 48.9% 7,749,138 48.8% 207,656,138 43,08 240.7% 45,92
Texag iriliries

Morarch Utilities 17,%07,3% 25.48 5, M1,734 3368 122,300,3'7 2648 a5 ¥ 704
A Windermer: 4,383,219 5.9% 443,308 . 44,433,171 L% pi K. 3 5.0
P Hornsby Send 1,418,218 3.4% 13,338 1.4 27,047,652 5.6% i0.4% 3.46%
p Diamarnd 2,552 1.3% 318,840 2.0% 3,818,428 0.8% 4.1% 1.38%
watar Sarvices Inc 864,327 1.4% 202,263 1.3% 8,302,672 1. 4.4% 1.46%
Huntingto 32,218 o.0% 5,809 0.0N £38,387 C.1% 0,2 0.07%
Inverness 158,521 0.2% 25,745 o0.2x 1,774,758 ‘0.4% o.a% 0.26%
Hid-Tex 3,388 0.0% a a9.0% o 0.0% 0.0% 8.00%
SW Utiiditten 17,311 0. 4,657 0.0% 30,30 D.0% 0.1% 0.0
Tankilla, 153,600 0.4% 95,343 0.6% 3,048,328 G 1.2% 0.4
Matra - Continued Cpacations Hran 1.0% 13,463 4.1% 4,526,078 9.9% 0% 0.57%
Riverview Wastemater 1,935,458 2.1x 135,612 0.9% 31,510,268 §.8 10.2% 3.41%
Horth Shelby & Othe- A,472,193 6,48 278,667 5.5% 22,287,237 4. 18.5% 5.508
Horth County Wato. 101,819 0.8 16,258 0.1% 1,337,439 0.3% 0.7%  0.2:%

11 Contracts (OXM) 1,793,208 2, 3 "
70,408,730 100.0% 15,387,080 160.00 481,808,327 100.0%  300.0% 100,08

SouthWaest’s allocable indirect costs by functions are as follows:

1. Executive--the executive team and the Board of Directors responsible for providing strategic
visian, business strategy, management oversight and overall direction to the company.

2. Legal—responsible for providing counsel on legal matters as well as litigation strategy and
management.

3. Information Technology {“IT*)}—responsible for operating and maintaining a uniform,
efficient and flexible IT platform capable of addressing the increasingly complex current and
future operational, financlal, and business needs of SouthWest.
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4, Finance—~responsible for the accurate and timely accounting for corparate transactions,
preparation of financlal statements, preparation of budgets and forecasts, accounts payable,
payroll, treasury, risk management, audit, tax, and providing management with the financial
information necessary for Informed operating and financlal decisfon making.

5. Human resources—responsible for employment policles, practices and employee related
matters; arranging for both company and employee-paid benéfits such as medical, dental,
vislon, life, and disabllity Insurance; and for managing the company’s workers compensation
obligations.

6. Facilitles—responsible for expenses of the corporate office facilitles such as lease, répalrs &
maintenance, supplies, utilitles, and telecom volce lines.

7. Internal Audit—responsible for evaluating design and effectiveness of compliance with
established policies and procedures.

Transaction flow for common costs to business units:

involces are received by mall and/or electronically. Invoices recefved without a PO number are
distributed to the appropriate persons for coding and approval. invoices with a PO number are
forwarded to Accaunts Payable {AP).

Curporate Involces (without a PO number) are coded and approved by the appropriate persons and
forwarded to AP, AP reviews the Involce to verlfy authorization and documentation for adherence
to DOA and stamped with the date of recelpt. AP enters each involce into SAP to {1) process for
payment to vendor and {2) post into SAP general ledger per the coding.

Invoices with PO numbers are processed In alignment with the approved PO In SAP.

Salary and wages are posted directly into SAP when the payroll department executes payrol! for each
pay perlod. Corporate employees are set up in SAP by the Human Resources department under
specific functional areas or costs centers described above, When the payroll department executes
payrofl each pay perlod, the salarles and wages are posted Inta the corporate cost centers.

Corporate expense items not included In an AP's entry that are entered into SAP may be manually
accrued as part of the month end close process related to Indirect costs.

Prepald Items are amortlzed by journal entry for corporate expense.

Once the Involces and manual journal entries for month end have been posted into SAP, the SAP
general ledger is closed for the month,

Total corporate operating expense amounts (see listing above) are allocated by SAP sach month to
business units applying the 3-factor percentages to recorded corporate costs.

3. Texas Utilities (TXU) Cost Allocation

The Texas Utllities {TXU) Is a business segment of SouthWest Water Company consisting of 9 PUCT-
regulated utllities, one Oklahoma regulated water ytility, one Oklahoma non-regulated wastewater
utility, and one wholesale water supplier with rates determined by contractual agreement, The

regulated utllities listed below show the type of service, whether rate-making s set by a regulator,
and the states where the businesses operate:

obBdoss
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Tenklller Utility Co, Oklahoma
Tenkiller Utility Ca, Oklahoma

| Dlamond Water Co, [Water _ jYes Texas
Harnsby Bend Utility Co. Water/WW | Yes [ Texas

. Huntington Utllity Co. L.LC, Water Yes . Texas

| Inverness Utility Co, Inc. Water iYes Texas

 Mid-Tex Utllitles, Inc. - Water/WW Yes ‘ Texas
Monareh Utilitles |, 1P - Water/Ww Yes . ‘ Texas
SW Utllity Co. Water Yos . Texas
Water Services, inc. Water Yes Texas
Windermere Utility Co. Water/WW Yes Texas :
Metro H20, LTD | Water No _Texas |

Texas Utllitles costs are allocated based on meter equivalent factors calculated using prior year end
actlve” connections. This method was developed to reasonably distribute these costs across each
Texas utility with meter equivalents being a fair approach for allocating these expenses. Meter
equivalents are based on active connections multiplied by each connectlon’s meter equivalent using
the standard published by the American Water Works Association (“AWWA"}, as shown in the table
below,

it

N NIREET B0
5/8inch
% inch
1inch
1-1/2 Inch
| 2inch
3inch
4inch
6inch
8inch_

Source: AWWA

Then, a spreadsheet Is prepared showing all the meter equivalent ratios for the 12 utilities. Sources
of Texas Utilitles indirect costs are allocated to beneflting utilities based on each utliity’s percant of
total meter equivalents,

Sources of Texas Utliitles costs:
Administration
Direct Overhead Costs consists of direct support of the following services, and allocated
across all G/L accounts using total meter equivatent ratios:
o Management
information Technology {IT)
Empioyee, Health and Safety {ENS)
Financlal Service Center (FSC)
Customner Service Center {CSC)

[ 2 S 2N o R o
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TXU Administration Direct OQverhead Costs .
Management and £HS FSC Csc
CC 20000033, iT CC 20000300 €C 20000034
2000903

Fleld {Operations)
Direct Overhead Costs that are charged to shared fleld offices operations centers includes

general employee casts, vehicles, supplies, office materlals, rent, and other costs that are
shared by the systems In these areas.

Direct Overhead Costs are captured using shared cost centers broken down by reglonal
directors (East and West), and fleld work centers, East Reglon consists of Benbrook, Conroe,
Mabank, and Pottshoro operations. West Reglon conslists of Austin and San Antonlo:
operations, Below Is the summary of the field offices and its operations:

TXU Shared Fleld Offlces Direct Overhead Costs
Reglonal Director Regional Director
_ East Shared West Shared
Benbrook Ops Shared Austin Ops Shared
Conroe Ops Shared San Antonlo Ops Shared
Mabank Ops Shared
Pottshoro Ops Shared

Texas Utilitles companies serve customers in 32 countles across Texas and 1 In Oklahoma with the
shared operations work centers indicated by blue dots.

N
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East Shared~Cost from East Regional director and staff are allocated to the following

utilitles:
a. Monarch
b, SW Utliity
c. Tenkilier
East Shared {CC 30200301}
Monarch SW Utliity Tenkiiler
Ca 3020 Water & WW €a 2000 Co 2000

Benbrook Ops Shared--Utllitles In the Benbraok operations area {near Dallas/Fort Worth)
share resources (employees, vehicles, etc.); therefore cost center 30200095 was established
a3 the home for these costs untll they are distrlbuted each month to the varlous utliities in
the service area;

Benbroak Ops Shared {CC 30200095)
Monarch Monarch
Co 3020 Water Co 3020 WW

Conroe Ops Shared—Utilities In the Conroe operations area {north of Houston) share
resources {ernployees, vehicles, etc.); therefore cost center 30200097 was established as the
home for these costs untll they are distributed each month to the various utilities in the

service area,
Conroe Ops Shared.(CC 30200097)
Menarch SW Utliity Monarch
Co 3020 Water Co 2000 Co 3020 WW

Mabhank dps Shared—Utilitles In the Mabank operations area {east Texas) share resources
{employess, vehicles, etc.); therefore cost center 30200096 was established as the home for
thase costs untlf they are disttibuted each month to the various utilities in the service area.

Mabank Ops Shared (CC 30200096)
Monarch Monarch
Co 3020 Water Co 3020 WW

Pottshoro Ops Shared--Utlitles In the Pottsboro operatlons area (Texas/Oklahoma border)
share resources (employees, vehicles, etc.); therefore cost center 30200094 was established

as the home for these costs untll they are distributed each month to the various utllities In
the service area.

Pottsboro Op$ Shared {CC 30200084)
Monarch Tenkiller Monarch
Co 3020 Water Co 2000 Co 3020 WW

West Shared—Cost from West Regiona) director and staff are allocated to the following
utllities:

a. Diamond

b. Homsby Bend
¢, Huntington
d. lnverness

e, Mid-Tex Utllity

ob8dor2
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Metro H20
Monarch

Water Services
. Windermere
Austin Ops Shared—Utilitles In the Austin operations area share resources {employees,
vehlcles, ate.); therefore cost center 20000277 was established as the home for these costs
until they are distributed each month to the various utilities In the service area,

Austin Ops Shared (CC 20000277)
Hornsby | Huntington | Inverness | Mid-Tex | Metro H20 Monarch Windermere
Bend Utility Co 3020
Co 2000 Co 2000 Co 2000 { Co 2000 Co 5010 Water & WW Co 2000

San Antonio Ops Shared —Utllitles In the San Antonlo operations area share resources
{employees, vehicles, ete.); therefore cost center 20000278 was established as the hame for
these costs until they are distributed each month to the varlous utllitles in the service area.

San Antonlo Ops Shared (CC 20000278)

Monarch
Co 3020

Diamond
Co 2000

Water Services

Ca 2000

4. Utllity Group Cost Allocation

In 2003, SouthWest created a new entity, Utility Group, to provide management, regulatory, and
communlcations services to SouthWest's regulated affiilates that are currently located In: Texas,
Alabama, California, and Oklahoma. Staffing for this entity are drawn from former employees of

Suburban.

In 2010, four Utilﬁy Group employees were transferred to Suburban and one position was
eliminated. Remalning In Utility Group are the Vice President of Regulatory Affalrs, the Manager of
Regulatory affairs, the Regulatory Analyst, and a currantly vacant position for a Director of
Regulatory Affairs, The Utility Group provides regulatory services to SouthWest’s regulated afflifates.

Utility Group costs are aliocated to other entitles using the same 3-factor allocation methodology as
dascribed earlier for the corporate cost allocation.
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Monarch Utildities I, L.P.
Docket No. 45570
Test Year Ending 6/30/2015

Errata - WP/II-F.a,c,d Functionalization Factors
Witness Carmelitha Bordelon-Taylor

(a) (b) () (d)
Row Reference Row Labels Sum of Meter Equivalents
1 II-F.a,c,d  Sewer Base 3,741 14%
2 I-F.a,c,d Water Base 23,422 86%
3 Grand Total 27,163

WP-ii-£.a,cd .1
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COMMISSION STAFF’S SECOND REQUEST FOR

INFORMATION to MONARCH (March 31, 2016)
Monarch Utilities I, L.P
Application for Water and Sewer Rate/Tariff Change
SOAH Docket No. 473-16-2873. WS
PUC Docket No. 45570

0000087



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

AN Y B A A}
APPLICATION OF MONARCH § STATE OFEIGE OF, ¢ -, iisciC
UTILITIES L, LP FOR AUTHORITYTO § FILING CLERA
CHANGE RATES § ADMINISTRATIVE HEARINGS

COMMISSION STAFF’S
SECOND REQUEST FOR INFORMATION TO MONARCH UTILITIES I, LP
STAFF NO. 1-1 THROUGH NO. 1-71

To:  Monarch Utilities I, LP. through its counsel of record, Lambeth Townsend, Georgia N.

Crump, and William A. Faulk, III, Lloyd, Gosselink, Rochelle & Townsend, P.C. 816
Congress Avenue, Suite 1900, Austin, Texas 78701

Pursuant to 16 Tex. Admin. Code § 22.144, Commission Staff of the Public Utility
Commission of Texas requests that Monarch Utilities I, LP provide responses and produce
documents in response to Staff’s First Request for Information.

Provide an original and three (3) copies of your responses to:

Publin TT#1&. Maee -
Atter
1701
P.O.
Aust

SOAH Docket No. 473-16-2873. WS 2" RFI to Menarch Utilities Page'l of 12
PUC Docket No. 45570
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Date: March 31, 2016 Respectfully Submitted,

Margaret Uhlig Pemberton
Division Director
Legal Division

Stephen Mack
Managing Attorney
Legal Divisiok

AJ Smuller’

State Bar No. 24083881
Attorney, Legal Division i
aj.smullen@puc.texas.gov

Sam Chang
State Bar No. 24078333
Attorney, Legal Division |
sam.chang@puec.texas.gov

Public Utility Commission of Texas !
1701 N. Congress Avenue
Austin, Texas 78711-3326
(512) 936-7239
(512) 936-7268 (facsimile)
sam.chang@puc.texas.gov
t
Commission Staff of the Public Utility
Commission of Texas |

|
SOAH DOCKET NO. 473-16-2873.WS

PUC DOCKET NO. 45570
|
CERTIFICATE OF SERVICE
I certify that a copy of this document was served on all parties of record on March 31,
2016, in accordance with 16 Tex. Admin. Code § 22.74. '
| :
AlJ Smyille \
|
|
SOAH Docket No, 473-16-2873. WS 2" RFI to Monarch Utilities Page2 of 12 |
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10.

COMMISSION STAFF’S

SECOND REQUEST FOR INFORMATION TO MONARCH UTILITIES 1, LP

STAFF NO. 1-1 THROUGH NO. 1-711
INSTRUCTIONS

Monarch Utilities’ responses to Staff’s 2nd RFT shall be provided within the time limit
provided by the presiding officer or, if the presiding officer has not provided a time limit,
within twenty (20) days.

Monarch Utilities’ responses to Staff’s 2nd RFI shall be in sufficient detail to fully present
all of the relevant facts.

Each response must be made under oath and identify the person that prepared the response
or the person under whose direct supervision the response was prepared. Additionally,
each response must also identify the sponsoring witness, if any.

Copy the specific question or document request immediately above each response. With
respect to the production of documents, indicate the specific document request(s) to which
the documents are being produced.

Monarch Utilities has a continuing duty to supplement its responses to Staff’s 2nd RFI if
it acquires information upon the basis of which it knows or should know that the response
was incorrect or incomplete when made or though correct or complete when made, is
materially incorrect or incomplete. Monarch Utilities shall amend its prior response within
five (5) working days of acquiring the information.

If any responsive Document, Electronically Stored Information, or tangible item is
withheld under any claim of privilege, provide a privilege log identifying each Document
for which a privilege is claimed, together with the following information:

a. Date of the Document was created;
b. Subject matter of the Document; and
c. The basis upon which such privilege is claimed.

Electronically Stored Information and Documents in an electronic format shall be produced
with metadata intact,

If the response to any request is voluminous, provide a detailed index of the voluminous
material and the means by which Staff may obtain the voluminous material.

Words used in the plural shall also be taken to mean and include the singular. Words used
in the singular shall also be taken to mean and include the plural.

The present tense shall be construed to include the past tense, and the past tense shall be
construed to include the present tense.

SOAH Docket No. 473-16-2873. WS 2" RFI to Monarch Utilities Page3 of 12
PUC Docket No. 45570
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11,  The terms ‘and’ and ‘or” shall be construed as either conjunctive or conjunctive as
necessary to make the request inclusive rather than e€xclusive

12.  Documents produced in response to Staff’s 2nd RFI shall be Bates labeled.

SOAH Docket No. 473-16-2873.WS 2 RFI to Monarch Utilities Paged of 12
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COMMISSION STAFF'S
SECOND REQUEST FOR INFORMATION TO MONARCH UTILITIES I, LP
STAFF NO. 1-1 THROUGH NO. 1-71

DEFINITIONS

1. ‘Monarch Utilities’ means Monarch Utilities I, LP and any entity or person acting or
purporting to act on its behalf, including without limitation, attorneys, agents, advisors,
investigators, representatives, employees, independent contractors, or other persons.

2. ‘Commission’ means the Public Utility Commission of Texas.

3. ‘Document” is used in its broadest sense to include, by way of illustration and not
limitation, all written or graphic matter of every kind and description, whether printed,
produced, or reproduced by any process (visually, magnetically, mechanically,
electronically, or by hand); whether a final drafi, initial draft, original copy, or
reproduction; whether claimed as privileged or otherwise ‘excludable from discovery; and
whether or not in your actual or constructive possession, custody, or control. The term

includes any written, recorded, or graphic matter, however produced or reproduced, H’
including but not limited to Electronically Stored Information, correspondence, e-mails, 1
telegrams, contracts, agreements, notes in any form, memoranda, reports, invoices, ledgers, "i
spreadsheets, data, models, diaries, compilations, voice recording tapes, microfilms, ;
pictures, computer media, workpapers, calendars, minutes of meetings or other writings or ‘

graphic matter, including copies containing marginal notes or variations of any of the
foregoing, now or previously in your possession.

4, “Electronically Stored Information’ means data that is created, altered, communicated, and
stored in digital form.

5. “NARUC’ means the National Association of Regulatory Commissioners,

1
SOAH Docket No. 473-16-2873. WS 2" RF1 to Monarch Utilities Page 50f12
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COMMISSION STAF¥F’S

SECOND REQUEST FOR INFORMATION TO MONARCH UTILITIES I, LP

STAFF RFI
NO.2-1

STAFF RFI
NO. 2-2

STAFF RFI
NO. 23

STAFF RF1
NO. 24

STAFF RFI
NO. 2-5

STAFF RF1
NO. 2-6

STAFF RFI
NO. 2-7

STAFF RF1
NO. 2-8

STAFF RF1
NO. 2-9

STAFF RFI
NO. 2-10

STAFF RF1
NO.2-11

SOAH Docket No. 473-16-2873.WS
PUC Docket No. 45570

STAFF NO. 1-1 THROUGH NO. 1-71

How does growth in the cities of Kyle and Buda affect Monarch’s revenues
and how is the growth treated in the rate application?

Please provide a comparative schedule for revenues for all systems not
included in the rate application for the test year and three years prior to the
test year on the same month end basis as the test year.

Please provide a comparative schedule for the change in number of
connections shown by meter size for all systems not included in the rate
application for the test year.

Has Plant in Service been adjusted to remove costs associated with the
systems not included in the rate application?

Have expenses for the systems in Kyle, Buda and any other system omitted

from the rate application been removed from the revenue requirement? Please
explain.

Reference page 109 of the direct testimony of Carmeletha Bordelon-Taylor:
Please explain what benefit the customers receive from the recasting of
capitalized leases to conventional operating leases.

Does the recasting 'of capitalized leases to conventional operating leases
affect the revenue requirement? Provide the monetary effect of the change to
the revenue requirement.

Please provide the total amount of expenses incurred by Craig Gott which
pertain specifically to the 2016 Monarch Rate Case.

Please provide a detailed expense report for all expenses, if any, incurred by

Craig Gott that were not provided in Schedule II-E-4.4 of the Rate Filing
Package.

Please provide the total amount of expenses incurred by George Freitag,
which pertain specifically to the 2016 Monarch Rate Case.

Please provide a detailed expense report for all expenses, if any, incurred by

George Freitag that were not provided in Schedule II-E-4.4 of the Rate Filing
Package.

271 RFI to Monarch Utilities Page 6 0f 12
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STAFF RFI
NO. 2-12

STAFF RFI
NO. 2-13

STAFF RFI
NO. 2-14

STAFF RFI
NO. 2-15

STAFF R¥FI
NO. 2-16

STAFF RFI
NO. 2-17

STAFF RFI
NO. 2-18

STAFF RFI
NO. 2-19

STAFF RFI
NO. 2-20

STAFF RFI
NO. 2-21

STAFF RFI
NO.2-22

SOAH Docket No. 473-16-2873. WS
PUC Docket No. 45570

Please provide the total amount of expenses incurred by Hom Solutions,
which pertain specifically to the 2016 Monarch Rate Case.

Please provide a detailed expense report for all expenses, if any, incurred by
Horn Solutions that were not provided in Schedule 11-E-4.4 of the RFP.

Please provide a description of the amount of work done on an hourly basis
by Horn Solutions pertaining specifically to the 2016 Monarch Rate Case.

Please provide the total amount of expenses incurred by Kiki Carlson, which
pertain specifically to the 2016 Monarch Rate Case.

Please provide a detailed expense report for all expenses, if any, incurred by

Kiki Carlson that were not provided in Schedule II-E-4.4 of the Rate Filing
Package.

Please provide the total amount of expenses incurred by Robert Kelley, which
pertain specifically to the 2016 Monarch Rate Case.

Please provide a detailed expense report for all expenses, if any, incurred by

Robert Kelley that were not provided in Schedule II-E-4.4 of the Rate Filing
Package.

Please identify any additional contract labor employees or entities who
provided Monarch Utilities service in the period used to calculate Monarch
Utilities’ proposed water and sewer rates, and explain in detail all job
functions performed by any contract laborers for Monarch Utilities.

Please provide a total amount of expenses and a detailed expense report for
those employees and entities referred to in the previous item,

Please provide a copy (hard copy and electronic file, if available) of the
general ledger for the test year (July 1, 2014 - June 30, 2015) and the known
and measurable changes (July 1, 2015 — June 30, 2016); and a copy of the
chart of accounts with account codes or numbers for Monarch Utilities I, L.P.

For the years 2014 and 2015, please provide copies of the complete audited
financial statements including the auditor’s reports and all notes for Monarch
Utilities I, L.P. Monarch Utilities, Inc. and SWWC Utilities, Inc. including
but not limited to balance sheets, profit and loss statements, and statements
of cash flow. If audited financial statements are’not available, provide the
unaudited financial statements.

2" RFI to Monarch Utilities Page 7 of 12
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STAFF RFI
NQ. 2-23

STAFF RFI
NO. 2-24

STAFF RFI
NO. 2-25

STAFF RF1
NO. 2-26

STAFF RF1
NO. 2-27

STAFF RFI
NO. 2-28

STAFF RFI
NO. 2-29

STAFF RFI
NO. 2-30

STAYF RFI
NO. 2-31

STAFF RFI
NO.2-32

SOAH Dacket No. 473-16-2873. WS

Please provide any additional internal or external audit reports produced since
the beginning 0of 2014 regarding Monarch’s water and wastewater operations.

Please provide the number of full time and part time employees that worked
for the applicant during the test year.

Please provide a list of all employees who received salaries, bonuses,

allowances, benefits and other remuneration that were included in the cost of

service. Please provide the following information:

a) Name;

b) Position and detailed job description;

¢) Date hired and date of termination, if applicable;

d) Rate per month or per hour; and

¢). Total number of hours and percentage of time worked per week for you
and total number of hours and percentage of time worked per week for
any of your affiliated companies.

Please provide the number of full time and/or part time employees that
worked for Monarch Utilities, Inc. and SWWC Utilities Inc. for 2014 and
2015.

Please provide names of employees that work for Monarch Utilities I, L.P.
and one or more of the affiliated companies. Provide name, position and
detailed job description.

Please provide all studies, work papers, or other documents that show the
salaries, allowances, medical insurance benefits, pension/retirement benefits,
and other remuneration paid to employees are reasonable.

Please provide a list of items, expenses, or cost of service that were allocated
and/or direct billed to Monarch Utilities 1, L.P. from the affiliated companies.

Please provide a list of specific benefits and/or services that Monarch Utilities
1, L.P. receives from its affiliated companies in return for the costs allocated
and/or direct billed from the affiliate. Please identify the specific costs with
the specific benefit or service.

Please provide the percentage and amount of every expense category
allocated and/or direct billed from the affiliated companies that were included
in this rate change application.

Please provide any study or other document showing the basis of allocation
and direct billing of costs from the affiliated companies.

2" RFI to Monarch Utilities Page 8 of 12
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STAFF RFI
NO. 2-33

STAFF RFI
NO. 2-34

STAFF RFI
NO. 235

STAFF RFI
NO. 2-36

STAFF RFI
NO. 2-37

STA¥F RFI
NO. 2-38

STAYF RFI
NO. 2-39

STAF¥F RFI
NO. 2-40

STAFF RF1
NO. 2-41

STAFF RF1
NO. 2-42

STAFF RFI
NO. 2-43

SOAH Docket No. 473-16-2873. WS
PUC Docket Mo. 45570

Please provide any study or other document showing that the costs allocated

-and the percentage of allocation and/or direct billing are reasonable.

Did the applicant provide any services to affiliated companies during the test
year?

Please provide the allocation schedule of SWWC Utilities, Inc. and Monarch
Utilities, Inc.’s cost of service/expenses allocated and/or direct billed to
affiliated companies for the test year, but not limited to Monarch Utilities I,
L.P. Provide a breakdown of costs distributed to the affiliated companies.

Please identify all companies to whom SWWC Utilities, Inc. and Monarch
Utilities, Inc. allocate or direct bill their costs or expenses.

Please identify all affiliated companies whose costs were allocated and/or
direct billed to or shared with Monarch Utilities I, L.P. and provide the five
year history of allocated/direct billed percentage and indicate the reason(s)
for changing the allocation or direct billing.

Please identify the accounting method used to record income and expenses in
accordance with GAAP and the NARUC.

Please explain and provide any study, analysis, basis, or policy used in
calculating allowance for probable losses and writing-off bad debts.

Please provide a list of employees covered by pension benefits, medical
health insurance, other health or company benefits indicate the amount of
each benefit for each employee.

Please provide copy of all contracts the applicant has executed with its

affiliates, if any, and any other contracts executed with other companies or
service providers.

Please confirm that the application does not request recovery of any revenue
held in abeyance or costs associated with such revenue.

Please provide the benefits in dollar amount, received by Monarch Utilities
1, L.P. from the sale of Blue Mound and the Midway, respectively.

2™ RFI to Monarch Utilities Page 9 of 12
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STAFF RFI
NO. 2-44

STAFF RFI
NO. 2-45

STAFF RF1
NO. 2-46

STAFF RFI
NO. 2-47

STAFF RFI
NO. 2-48

STAFF RF1
NO. 2-49

STAFF RFI
NO. 2-50

STAFF RFI
NO. 2-51

STAFF RFI
NO. 2-52

STAFF RFI
NO.2-53

SOAH Docket No. 473-16-2873. WS
PUC Docket No. 45570

Please provide documents, including written descriptions, showing the
transactions of all general journal entries made during the test year that
created prior period adjustments as defined by GAAP.

Please provide copy of 2014 and 2015 financial reports for the affiliated
companies whose costs were allocated and/or direct billed to Monarch
Utilities I, L.P.

Please identify each instance of an affiliate and Monarch performing the same
or similar function with respect to any expenses allocated or direct billed from
affiliates to Monarch? If so, please detail.

Please provide any justification for the reasonableness and necessity for
Monarch Utilities I, L.P. to include in its cost of service the ailocated and/or
direct billed costs from the affiliated companies.

Please provide the ‘Organizational Chart” for Monarch Utilities I, L.P.
Monarch Utilities, Inc. SWWC Utilities, Inc. and other affiliated companies
that allocate and/or direct bill costs to the Applicant.

Please provide copies of all invoices for any legal and consulting services

included in the test year for the applicant, including direct billed or allocated
costs from affiliates.

1dentify any costs, by NARUC account, related to any litigation invol ving the
applicant or its affiliates that is included in any cost category in the test year,
Also identify where the cost is included in the application, and the exact
nature of the litigation.

Is Monarch requesting recovery of any social dues or charitable contributions
in its application? If so, identify and quantify these amounts and indicate
where these amounts are presented within the application.

What is Monarch’s current materiality threshold for accounting purposes?
Please provide the calculation.

Has Monarch experienced any reductions in work force since the end of the

test year or does the applicant anticipate any reductions in force in 20162 If
yes, please describe and quantify.

2" RFI to Monarch Utilities Page 10 of 12

0000097,

ne e



STAFF RF1
NO. 2-54

STAFF RFI
NO. 2-55

STAFF RFI
NO. 2-56

STAFF RFI
NO. 2-57

STAFF RFI
NO. 2-58

STAFF RFI
NO. 2-59

STAFF RFI
NO. 2-60

STAFF RFI
NO. 2-61

STAFF RFI
NO. 2-62

STAFF RFI
NO. 2-63

STAFF RFI
NO. 2-64

SOAH Docket No. 473-16-2873.WS
PUC Docket No. 45570

Does Monarch’s requested cost of service include any amounts for moving
allowances, signing bonuses, or severance packages? If so, please specify by
type, amount, NARUC account, and whether the amounts were directly
incurred or allocated from an affiliate.

Please provide a historical level of outside services expense for the years
2012, 2013, and 2014 by NARUC account.

Please list each instance of two or more vendors providing the same or similar
services to Monarch? If any instances exist, please detail why two or more
vendors were used.

Do any of the outside services represent legislative advocacy expenses? If so,
please detail.

Do any of the outside services relate to rate case expenses? If yes, provide
the total amount and supporting details.

Does Monarch’s requested cost of service include amounts for executive
perquisites such as luxury automobiles, financial planning and tax gross-ups?
If so, please provide an explanation of the types of perquisites included, a
copy of Monarch’s policies regarding the payment of such perquisites, and
the amount of such payments included in the cost of service by NARUC
account. Indicate which amounts are directly incurred by Monarch and which
amounts are allocated.

Please provide minutes from board meetings or other executive approvals

authorizing any pay increases included in the application for non-bargaining
employees

Provide the contractual changes or other written authorization documenting
any pdyroll increase for bargaining employees included in the application.

For any ad valorem taxes paid to states other than Texas included in the
application, please provide a description of the basis for which each state’s
property taxes are paid.

Please provide the amount of Texas property taxes that were due in 2013,
2014, and 2015, and all supporting documentation.

Provide the amount of Texas and other states’ property taxes that were

expensed and the amount capitalized for the test year, calendar years 2013,
2014 and 2015.

2" RFI to Monarch Utilities Page 11 of I2

!

000009%

ne N



STAFF RFI
NO. 2-65

STAFF RFI
NO. 2-66

STAFF RF]
NO. 2-67

STAFF RFI
NO. 2-68

STAFF RFI
NO. 2-69

STAFF RFI
NO. 2-70

STAFF RFI
NO. 2-71

SOAH Docket No. 473-16-2873.WS§S
PUC Dacket No. 45570

If payments for ad valorem taxes were made to other states subsequent to the
test year, please provide the amount by state and indicate the payment date.

Is CWIP subject to ad valorem tax? If so, please discuss whether the taxes
are expensed or capitalized.

Does Monarch pay taxes on plant leased to others? If so, is Monarch
reimbursed for these taxes?

Is there any expense or capitalized item included in the application that has
previously been deemed imprudent by the Commission or the TCEQ? If so,
please identify the amount, NARUC account number, and where in the
application the amount is included.

Does Monarch’s request for ad valorem taxes include taxes on property
which is not used and useful in providing utility service? If so, please identify
the amount of taxes and the associated plant balance.

Please provide a copy of any form supporting state taxes other than ad
valorem taxes paid and/or included in the test year.

Provide the following with regard to Monarch’s ad valorem taxes:

a) Total taxes paid for the each calendar year partially included in the test
year in Texas and ather states.

b) Accounting distribution of taxes paid in each state for the same calendar
years as (a.) (expense, capital, and other by NARUC account).

c) Total gross and net book values upon which such taxes were assessed and
paid in each state for the two years in (a). Distinguish by component as
applicable (plant in service, materials and supplies, CWIP. etc.).

d) Property taxes charged to utility expenses for each month of the test year
by NARUC account.

2™ RFI1 to Monarch Utilities Page 12 of 12
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