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WATER, INC. FOR AUTHORITY TO §
CHANGE RATES § OF TEXAS

SUPPLEMENTAL RECOMMENDATION ON CRYSTAL CLEAR’S
RESPONSE TO ORDER NO. 29

L INTRODUCTION

On Apnl 8, 2020, Crystal Clear Water, Inc. (Crystal Clear) filed a Class C Rate Change
Application with the Public Utility Commission of Texas (Commission), for service provided in
Bosque County under Certificate of Convenience and Necessity (CCN) No. 12997,

On June 5, 2023, the administrative law judge (ALJ) filed Order No. 29, directing the Staff
(Staff) of the Public Utility Commission of Texas (Commission) to provide supplemental
recommendations on Crystal Clear’s responses to Order No. 29 by July 21, 2023, Therefore, this
pleading is timely filed.

11, SUPPLEMENTAL RECOMMENDATION

Statf has reviewed Crystal Clear’s application, supplemental filings, and Response to Order
No. 29 filed on June 30, 2023 and recommends that Crystal Clear has addressed the three
remaining concerns the ALJ described in Order No. 29.

First, the ALJ asked whether Crystal Clear has provided general costs and expenses paid
to affiliates, as the ALJ was unable to locate costs or expenses specifically paid to affiliates during
the test year. Staff contends that Crystal Clear has provided affiliate costs and expenses.
Specifically, in their response to Staff’s Request for Information (RF1) No. 2-12, Crystal Clear
attached copies of its electric, water, sewer, sanitation, gas, otfice rent, office phone, internet, and
cell phone expenses it shares with affiliates during the test year.' Crystal Clear also provided a
copy of a written lease it executed to memorialize the rent expense it described in its response to

Staff"s RFI No. 2-127 and a break-down of affiliate costs and expenses and how they are allocated

' See Crystal Clear Water, Tnc.’s Response 1o Commission Stall™s Sccond Request for Tnformation at

126189 (Apr. 26, 2021).
2 Crystal Clear Water Inc.’s Motion to Admit Evidence and Dismiss Intervenor at Exhibit C (Mar. 1. 2023).
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in its response to the order remanding the case to docket management.® Finally, as Crystal Clear
explains, the only transaction Crystal Clear incurred with affiliate RP Farm Equipment, LLC
during the test year was an excavator/backhoe rental, and Crystal Clear provided an invoice for
said rental in its application. Staff therefore concludes that Crystal Clear has provided the costs
and expenses that Crystal Clear paid its affiliates during the test year.

The ALJT next stated that it was unable to locate a specitic answer to the Commissioner’s
question 3(j) that asks whether it was reasonable for the utility to continue taking out loans from
Mr. Payne, especially since no payments were made on the loan for 10 years, interest on the loan
accumulated during those 10 years, and payments were made inconsistently. The ALJ notes that
Staff also did not provide an analysis of Crystal Clear’s response to this question. Staff did not
provide an analysis, because Staff contends that i1t does not have the authority to analyze the
reasonableness of the utility taking out loans from Mr. Payne to the exclusion of another lender.
Statf contends that this is a business decision and that Staff’s role is simply to ensure, per
ratemaking principles, that the agreed-upon rates only include loans that were used to tund the
assets in the rate base along with a reasonable cost of debt. As Staff concluded in its statement of
position, Staff contirms that the terms of the settlement agreement comply with PUC statutes and
rules and are based on the principles of ratemaking.

Finally, the ALJ states that Crystal Clear may not have adequately addressed the
Commissioner’s concerns regarding notice and that it was unclear whether customers received
notice reflecting the updated rates and fees due to settlement negotiations or as a result of this
proceeding. Staff agrees with Crystal Clear that the Commissioner’s concerns regarding notice
have been addressed and believes that Crystal Clear provided notice as a result of this proceeding.
As Crystal Clear explains, notice of the application was originally mailed in August 19, 2020, and

the ALJ subsequently found that notice sufficient.® In that notice, Crystal Clear informed

* See Crystal Clear Water, Inc.’s Response to Order Remanding to Docket Management and Motion to Admit
Additional Evidence at 3, 36 (Aung. 1, 2022) (Crystal Clear’s Response).

1 Application of Crystal Clcar Water, Inc. for Authority to Charge Ralcs al Waler Tap Backhoc Renlal
Allachment (Apr. 8, 2020),

* Crystal Clear Water, Inc. Revised Water Rate lncrease with Attachments. Docket 50721 at Notice
Attachments (Aug. 19, 2020) (Notice Attachments).

% QOrder No. 8 — Finding Application and Notice Sufficient. Suspending Effective Date, and Establishing
Procedural Schedule (Sep. 4. 2020).
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ratepayers about the proposed new rates, including gallonage charges, and new fees.” Since all
proposed rates and fees were included in this original notice, Staff contends that this notice was
sufficient to address the Commissioner’s concerns. Nevertheless, Staff believes customers also
received notice of the proposed new fees subsequent to this original notice. Parties, including
intervening ratepayers, participated in settlement negotiations in 2021 during which lower rates
were agreed on. As a result of the negotiations, parties also agreed to interim rates, which the ALJ
adopted on August 30, 2021.* Notably, the original fees proposed in the application did not change
and were carried over in the interim rates. In its order, the SOAH ALJ also required that Crystal
Clear provide notice of the adopted interim rates (and fees) to its customers in compliance with 16
Texas Administrative Code § 24.37(3).° Although Crystal Clear did not provide an affidavit or
other proof indicating that it provided notice as 1t asserts in 1ts response to Order No. 29, Crystal
Clear points out that its customers have been paying the interim rates and fees approved by the
SOAH ALT since August of 2021."" Therefore, Staff contends that customers have been informed
about the proposed tariff fees as a result of this proceeding and that Crystal Clear has adequately

addressed the Commissioner’s concerns regarding notice.

(1. CONCLUSION
Based on the foregoing discussion, Staft respectfully requests the entry of an order

approving Crystal Clear’s rate change application.

F See Notice Attachments.
¥ SOAH Order No. 4 — Adopting Tnierim Rates (Aug. 30, 2021),
@ Jd

1 See Crystal Clear’s Response at 4.
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