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Attachment C
MONARCH GAIN ON SALE REFUND

e Monarch’shall refund $1,500,000 to retail customers over one year beglnnmg 45
days from the entry of the Commission’s Order ' . !

e For the purpose of calculating the refund amount, thefée are 22,762 water customers
and 3,650 sewer customers, for a total of 26,412 customers

e The refund amount is $4.73 per month and will be creditéd to customer bills

e Water only customers will be credited $4.73 per month

° . Sewer only customers will be credited $4.73 per month

« Water and sewer customers will be credited $9.46 per month

o Thecredit will be identified on the bills as "Gain on Sale Refund” and a bill message
on the first bill will describe the refund process

o For customers with active accounts on the date of the Commission’s Order, b|II
credits will begin 45 days after the Commission’s Order

¢ Refunds will continue for twelve consecutive months

s At the end of twelve months, the amount refunded to customers shall be reported to
the Commission

e A final true-up refund credit (or charge, |f the refund exceeds $1,500,000) will be
made based on the total amount refunded

e The true up payment on the gain on sale refund (or charge) will be 90 days fromthe .
customer’s last bill in month twelve. Monarch will need 30 days for the bill to be
past the delinquent due date, then 30 days for accounting to finalize the amount
refunded, and then 3d'days to program the refund (or charge)

e A new customer account after the Commission’s Order must be active for the entire
billing period to receive the refund credit and the new customer would receive less

- than twelve bill credits

¢ Delinquent customers’ amount due to restore service will not be netted against the
monthly refund credit ¢

« Monthly refund credits will end when a customer moves out or is disconnected from
the system ‘

e All retail customers, except those within the city limits of the City of Buda, Clty of
Ivanhoe, and City of Kyle, are eligible to receive the refund

e Monarch may, at its sole discretion, pay any remaining refund balance at any time
before the end of the one year period -

e

7333134.4
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Attachment D

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

APPLICATION OF MONARCH § BEFORE THE STATE OFFICE
UTILITIES I, L.P. TO CHANGE RATES § OF
FOR WATER AND SEWER SERVICE § ADMINISTRATIVE HEARINGS

PROPOSED FINAL ORDER

This Order addresses the application of Monarch Utilities I, L.P. (Monarch) for an
increase in water and sewer rates. A unanimous stipulation (Stipulation) was executed that
resolves all issues in this proceeding. Consistent with the Stipulation, Monarch’s application is
approved to the extent consistent with the Stipulation.

The Public Utility Commission of Texas (Commission) adopts the following findings of
fact and conclusions of law:

FINDINGS OF FACT

Monarch Utilities

1. Monarch is a water and sewer utility that as of June 30, 2015 provided service
through its ownership and operation of 77 physical water utility systems with
approximately 22,762 customers in 24 counties, and 11 physical wastewater
utility systems with approximately 3,650 customers in eight counties.

Procedural History

2. On February 29, 2016, Monarch filed its application to change rates for water and
sewer service, and make certain changes to its tariff. Monarch’s application,
based on a test year ending June 30, 2015, adjusted for known and measurable
changes ("Test Year"), as defined in 16 Texas Administrative Code § 24.3(71)
(TAC), requested an overall increase in annual revenues of $4,787,169 or 18.66%

over its adjusted Test Year revenues in three-phases, for its combined water and

350



sewer service. For water, Monarch proposed a $3,213,438 revenue increase, or
14.50%, in the first phase; a $276,966 increase, or 1.09%, in the second phase;
and a $279,989 increase, or 1.09%; in the third phase.” For wastewater, Monarch.
proposed a $506,973 revenue increase, or 14.50%, in’the first phase; a $247,265
increase, or 6.18%, in the sécond phase; and a $262,538 increase, or 6.18%, in the
third phase.

3

Monarch provided notice by mail to each customér or other affected party on
Febru;ry 29, 2016. On Mgrch 4 and March 10, 2016, Monarch filed an affidavit
attesting to the provision of notice of its application. Monarch provided its-errata
notice by mail to each customer or other affected party on or before April 7, 2016.
On.April 11, 2016, Monarch filed an affidavit attésting‘to the provision of its
errata notice to its customers. !

Qn March 3, 2016, the Cor{lmission referred this case to the State Office of
Administrative Hearings (SOAH).

‘On March 30, 2016, Commission Staff filed its rfecommendation on the
sufficiency of Monarch’s Application, finding it administratively complete.

On March 31, 2016, the SOAH ALJs issued SOAH Order.No. 2, adopting a
* procedural schedule for this proceeding and granting intervention requests.

SOAH Order No. 2 also found Monarch’s application administratively complete.
In SOAH Order No. 2, along with' individual customer intervenors, Commission
Staff, the Office of Pu;blic Utility Counsel (OPUC), and a customer group named

Texas Agdinst Monopolies’ Excessive Rates.~(TAl\/IER) were admitted as parties

to the proceeding.
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10.

11.

12.

On May 4, 2016, after learning of an error in its rate filing package, Monarch met
with both Commission Staff and OPUC, and advised both of the error and the
total impact to Monarch's requested rate increase and cost of service. On May 17,
2016, Monarch filed its Motion to Abate Discovery and Procedural Schedule,
which was supported by Commission Staff, OPUC, and TAMER. This motion
additionally sought the implementation of interim rates that were the same as
Monarch’s currently effective rates, and allowing for the final rates set in this
proceeding to become effective as of September 1, 2016, pursuant to Tex. Water
Code § 13.187(m). On May 19, 2016, the ALJs granted Monarch’s Motion to
Abate Discovery and Procedural Schedule in SOAH Order No. 3.

On May 23, 2016, Monarch filed its Errata No. 7, which corrected the issues with
its rate filing package highlighted in its May 17, 2016, Motion to Abate Discovery
and Procedural Schedule.

As corrected by its Errata No. 7, Monarch’s corrected application for water,
Monarch proposed an overall revenue increase of $3,770,393, with a $3,213,438
increase, or 14.50%, in the first phase; a $276,966 increase, or 1.09%, in the
second phase; and a $279,989 increase, or 1.09%, in the third phase. For
wastewater, Monarch proposed an overall revenue increase of $685,201, with a
$506,973 increase, or 14.50%, in the first phase; a $88,144 increase, or 2.20%, in
the second phase; and a $90,084 increase, or 2.20%, in the third phase.

On June 2, 2016, Monarch filed its Errata No. 8, which finalized the corrections to
its rate filing package from its Errata No. 7 and which did not affect the proposed

rates.
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13.

14.

15.

16.

17.

18.

19.

4

On June 24, 2016, Monarch filed its Motion-to Lift Discovery and Procedufal
Schedule Abatement and Grant Interim Rates, which included an amended
procedural sq?edule.

On July 1, 2016, in SOAH Order No. 4, the ALJ s granted Monarch’s Motion to
Lift Diécove}'y and: Procedural Schedule Abatement and Grant Interim Rates,
\ 3

which included.the adoption of the amended procedural schedule. Pursuant to
SOAH Order No. 4, Monarch’s application was set for a hearing on the merits to
begin on September 7, 2016.

On August 17, 2016, TAMER filed a notice of withdrawal, which was granted in
SOAH Order No. 7,on August 25, 2016. SOAH Ordér No. 7 additio;lally
dismissed all customer intervenors in the proceeding who failed to attend the
mandatory settlement negotiations held on August 10, 2016, with the exclusion of
Kathy Nielsen, who was dismissed as an intervenor pursuant to SOAH Order No.
8, after filing a notice of withdrawal on *August 29, 2016. As a result of SOAH
Order ‘Nos. 7 and 8, onlgl Commission Staff and OPUC were autl;orized to
participate in the hearing on the merits. *

On August 17, 2016, OPUC filed its Direct TestimE)ny.

On August 24, 2016, Commission Staff filed its Direct Testimony.

On August 31, 2016, MoParch ﬁllwed,its Rebuttal Testimony.

On September 7, 2016, the hearing on the 'merits began and continued until

Friday, September 9, 2016. On September 9, 2016, prior to the conclusion of the -

hearing on the merits, all parties to the proceeding reached a unanimous

3 -
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settlement agreement and reported to the ALJs that the parties agreed on the terms
of the settlement.

20. On September 19, 2016, Monarch filed a motion for interim rates, indicating that
the parties had reached an agreement in principle and requesting the approval of
interim rates to limit the growth of any surcharges that may be assessed on
customers based on the difference between the interim rates and the rates
ultimately approved in this proceeding. The rates were to be effective October 1,
2016, with a surcharge for service during the month of September being imposed
in the interim rate order to make the new interim rates relate back to September 1,
2016.

21. On September 21, 2016, the ALJs issued SOAH Order No. 9, granting the motion
for interim rates.

22. On ___ , 2017, Monarch, Commission Staff, and OPUC (collectively,
Signatories) filed a joint motion to admit evidence and to remand the proceeding
to the Commission, with attachments including the signed Stipulation, agreed
proposed tariff, and proposed final order. Monarch filed the testimony of Charles
W. Profilet, Jr. and Commission Staff filed the testimony of Commission Staff
witness ______ in support of the Stipulation.

23. On 2017, the ALJs issued Order No. 10, admitting evidence, dismissing
the SOAH docket, and remanding the proceeding to the Commission.

Description of the Stipulation

24.  The Signatories agreed that Monarch should be allowed to implement the retail
water and sewer utility rates contained in Section 1.0, as well as other proposed

amendments, of the agreed proposed water and sewer tariff included in
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25.

¥

Attachment *‘A to the Stipulation, which are consistent with the interim rates
approved in*SOAH Order No. 9, effective as of September 1, 2016, which-is the

date interim rates became effective. The rates contained therein are the result of

an agreed rate increase of 9% for water and 11% for-sewer rates, which results in
an overall }e;'enue increase’of approximately $2 million"for water and $403,§36
for sever. The Signatories agree that Monarch.should: be allowed to implement
the rc;,tail Water and sewer utility ‘rates, contained in the tariff included as
Attachment A to the Stipulation. for the water and sewer syste;ns?i‘ncludgd in
Monarch’s application. © .

The Siénatories agreed that approval of total invested capital (Rate Base) as of
June 39, 20135, in the amount of $82,005,713; which includes $87,209,033 of net

plant, is reasonable and in the public interest. Attachment B to the Stipulation

Py

consists of three- schedules titled Invested Capital, Accumulated Depreciation

Detail, and Adjusted Assets, respectively. The Signatories further agreed to the

2]

* > . “ .
depreciation rates set out in the depreciation ‘schedule, which are to be
A i

consistently applied, attached to the Stipulation as Attachment ‘Bm, Accumulated

Depreciation Detail Schedule. Monarch will use those rates for both regulatory

accounting and .other regulatory purposes unless those rates are altered‘by a

4 .
Pid 2

subsequent order. No specified return on equity is needed or authorized as a result

*

of this proceeding.« The Signatories agreed that the facilities used and useful in .
providing utility’ service as of June: 30, 2015, as set out in Attachment B,
Accumulated Depreciation Detailn Schecfule, and Adjusted AssetsScheduie, shall

»

be binding in fufure1rate cases for the purposes of determining Monarch’s total

1™
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Rate Base as of June 30, 2015. Signatories acknowledged that determination of
used and useful plant in service may change after June 30, 2015 depending on
new circumstances. There is no requirement that Monarch may or may not
implement group depreciation; however, prior to requesting Commission approval
in a future rate case to implement group depreciation accounting, Monarch will
develop sufficient data for cost of removal and salvage value of retired assets.

26.  The Signatories further agree that in order for Monarch’s books and records to
reflect the removal of certain affiliate margins and the adjustment of accumulated
depreciation contemplated by Attachment B, Monarch will book journal entries

summing to the following:

Journal Entries Dr Cr

101 - Utility Plant in Service 8,426,873
108.1 - Accumulated Depreciation of Utility Plant in Service 2,524,383

421 - Nonutility Loss (Income) 5,902,490

Eliminate ECO Margin

108.1 - Accumulated Depreciation of Utility Plant in Service 7,267,306

421 - Nonutility Loss (Income) 7,267,306

Adjust accumulated depreciation to reflect PUCT-approved
depreciation rates as consistently applied

Composite Entry

101 - Utility Plant in Service 8,426,873
108.1 - Accumulated Depreciation of Utility Plant in Service 9,791,689

421 - Nonutility Loss (Income) 1,364,816

Eliminate ECO Margin and adjust accumulated depreciation to
reflect PUCT-approved depreciation rates as consistently applied

27.  The Signatories further agreed that partially retired items contained in Monarch’s
rate application will remain in accumulated depreciation and in Rate Base as of

the end of the test year. Prospectively, after the end of the test year, Monarch
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28.

29.

30.

'S

31.

32.

L]

- agrees to end its accounting for partial retirements. Any remaining unretired plant
with undefined retirement units, formerly subject to being partially retired, will be
accounted for as a life span group and will be retired as a unit.

The Signatories agreed that Monarch will develop a written policy for trailing

costs with industry appropriate cut off dates, not to .exceed 12 months, for

« booking trailing costs. The Signatories further agreed that Trailing costs included
in Monarch’s originally filed “Assets Included in Rate Base” schedule will remain
in rate‘ base, with the exception of those specific items that Monarch agreed to
remove and that have been removed as shown in Attachment B, Adjﬁsted Assets
Schedule.

The Signatories agreed that Monarch ‘should be allowed to record interest during

construction at Monarch’s actual cost of debt. Monarch agreed that no other

Commission approved carrying charge is needed ‘or authorized as a result of this

proceeding.

The Signatories agreed that Monarch should be allowed to implement the other

tariff provisions included in the agreed proposed tariff in Attachment A to the

Stipulation.

The Signatories agreed that the proposed tariff included with the Stipulation as
.Attachment A should govern water and sewer utility rates, terms, treatments, and
. conditions for Monarch’s water and sewer systems and service area specified in

the tariff. ;

The Signatories-agreed that rate case expenses that Monarch has incurred, or will

incur in relation to this proceeding and that are not in rates, have been subsumed
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within the gain on sale proceeds that Monarch received from the sale of its Blue
Mound and Midway system assets. The Signatories further agreed that they will
file a Joint Motion to Dismiss Commission Docket No. 46216, Monarch Utilities
I L.P. Request for Rate Case Expenses Pertaining to Docket No. 45570, in
satisfaction of their agreement regarding rate case expenses.

33.  The Signatories agreed that Monarch will refund $1,500,000, which is a portion
of the gain received from the sale of its Blue Mound and Midway system assets,
to Monarch ratepayers based on the agreed refund schedule and conditions
attached as Attachment C, and shall constitute a final resolution of the allocation
of gain on sale proceeds between Monarch and its ratepayers for the sale of the
Blue Mound and Midway systems. The signatories also agreed that the schedule
and conditions attached as Attachment C, as well as the allocated portions of gain
on sale proceeds, shall not be precedential in future rate case proceedings in
which the allocation of gain on sale proceeds from any subsequent system sales is
in dispute.

34.  The Signatories agreed that, unless the Commission determines that a financial
hardship exists affecting Monarch’s financial integrity, Monarch will not
voluntarily file a base rate proceeding prior to February 28, 2019. This provision
does not apply to affiliates of Monarch, to systems acquired by Monarch after
June 30, 2015, and to pass-through and minor tariff adjustments.

Consistency of the Stipulation with the Texas Water Code and Commission Requirements

35.  Considered in light of Monarch’s application, responses to discovery requests,
and information exchanged through confidential privileged settlement

negotiations, the Stipulation is the result of compromise from each party, and
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36.

these efforts, as well as the overall result of the Stipulation, support the
reasonableness and benefits of the terms of the Stipulation.

The rates, tetms, and conditions of the tariff resulting’from the Stipulation are just
and reasonable when the benefits of avoiding an expensive contested case hearing
are considered.

CONCLUSIONS OF LAW

‘Monarch is a public utility as defined in TWC § 13.002(23).

The Commiission has jurisdiction to qdnsider Monarch’s application for a rate
increa’s; and ::onduct both formal and informal ratemaking héarings pursuant to
Tex. Water'Code Ann. (TWC) §§ 13.041, 13.181, and 13.187 using procedures
set forth by the Commission as 16 TAC Chapter 24, Subchapter B.

This docket was processed in accordance with the requirements of the TWC,

Administrative Procedure Act, Texas Government Code Annotated §§ 2001.001-

.902 (West 2008 & Supp. 2015) (APA), and Commission rules.

Proper notice of-the application was given by Monarch as required by TWC
§ 13:187; 16 TAC §§ 24.22 and 24.28; and APA §§ 2001.051 and 2001.052.
This docket contains no remaining contested issues of fact or law.

The Stipﬁlation, taken as a whole, is a just and reasondble résolution of all the

.issues it addresses; results in just and reasonable rates, terms, and conditions, is

consistent with the relevant provisions of TWC, Chapter 13, and should be
approved.

The rates agreed to in"the Stipulation are just and reasonable, comply with the
ratemaking provisions in TWC, Chapter 13, and are not unreasonably

discriminatory, preferential, or prejudicial.

10
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The rates resulting from the Stipulation are just and reasonable and are consistent
with TWC, Chapter 13.

The requirements for informal disposition under 16 TAC § 22.35 have been met
in this proceeding.

ORDERING PARAGRAPHS

In accordance with these findings of fact and conclusions of law, the Commission issues

the following order:

1.

Monarch’s application for authority to change its water and sewer utility rates and
tariff and for other related relief is approved consistent with the above findings of
fact and conclusions of law and the Stipulation.

Consistent with the Stipulation, Monarch’s rates, terms, and conditions of the
Stipulation are approved.

Consistent with the Stipulation, Monarch will use the depreciation rates, which
are to be consistently applied, set out in Attachment B, Accumulated Depreciation
Detail Schedule, to the Stipulation for regulatory purposes. It is ordered
Monarch’s invested capital as of June 30, 2015, of $82,005,713 is reasonable, in
the public interest, and used and useful and the depreciation thereon as of the end
of the test year as set forth in the schedules attached as Attachment B to the
Stipulation. The facilities used and useful in providing utility service as of June
30, 2015, as set out in Attachment B, Accumulated Depreciation Detail Schedule,
and Adjusted Assets Schedule, shall be binding in future rate cases for the
purposes of determining Monarch’s total Rate Base as of June 30, 2015.

The tariff provided as Attachment A to the Stipulation is approved effective the

first day of the month following the Commission’s issuance of this Order.

11
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The parties will file a Joint.-Motion to Dismiss Commission Docket No. 46216,
Monarch Utilities I, L.P. Request for Rate Case Expenses Pertaining to Docket
No. 45570, in satisfaction of their agreement reggirdihg rate case expenses.
Monarch shall refund $1,500,000, which is a portion of the gain received from the
sale of its Blue Mound and Midway systerri assets, to Monarch ratépayers based
on the agieed refund schedule and conditions attached as Attachment C to the’
Stipulation. This refund shall constitute a final resolution of the allocation of gain
on sale proceeds between Monarch and its ratepayers for the sale of the Blue
Mound and Midway systems. The schedule and conditions attached as
Attichment C, as well as tl;e allocated portions of gain on sale proceeds, shall not
be precedential in future rate case proceedings in which the allocation of gain on
sale proceeds from any subsequent system sales is in dispute.

Unless the Commission determines that a financial hardship existsk affecting
Monarch’s financial integrity, Monarch shall not voluntarily file a bage rate
proceeding prior to February 28, 2019. This prohibition does not apply to
affiliates of Monarcfl, to systems acquired by Monarch after June 30, 2015, and to
pass-through and minor tariff adjustments. !
Entry of this Order consistent with the Stipulation. does not indicate the
Commission’s endorsement of any principle or methodology that may underlie
the Stipulation. Entry of this Order shall not be regarded as precedent as to the
appropriateness of any principle 0? methodology underlying the Stipulation.

- - - - ) - - *
Entry of this Order supérsedes any prior written or oral agreement in this docket

regarding the subjeét matter of the Stipulation, as well as any other order adopted

12
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by the Commission or its predecessor in any preceding docket regarding the rates

of Monarch.

9. All other motions, requests for entry of specific findings of fact, conclusions of
law, and ordering paragraphs, and any other requests for general or specific relief,
if not expressly granted in this Order, are denied.

SIGNED AT AUSTIN, TEXAS the day of ,2017.

3176/18/7390155

PUBLIC UTILITY COMMISSION OF TEXAS

KENNETH W. ANDERSON, JR.,
COMMISSIONER

BRANDY MARTY MARQUEZ,
COMMISSIONER
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