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CSWR-TEXAS UTILITY OPERATING COMPANY LLC'S
RESPONSE TO BRIEFING ORDER

CSWR-Texas Utility Operating Company, LLC (“CSWR-Texas” or the “Company”)
submits this response to the briefing order that was issued on May 4, 2023, which requested that

parties submit responses by May 12, 2023, Accordingly, this response is timely filed.
The brieting order asks the following question:

Does 16 TAC § 24.41(f) preclude utilities from seeking a positive acquisition
adjustment for plant, property, or equipment acquired through a transaction
based on the fair market valuation process under 16 TAC § 24.238?

At this time, CSWR-Texas takes no position on this issue because CSWR-Texas has not
applied an “acquisition adjustment” under 16 TAC § 24.41(f) to the rate base of any of its
acquisitions for which the Commission has approved a “ratemaking rate base” pursuant to the fair
market valuation process under 16 TAC § 24.238. The requested rate base for each system
acquired pursuant to the fair market valuation process is the exact same “ratemaking rate base”
that was approved by this Commission in each of the related sale-transfer-merger proceedings.
There 1s no additional “acquisition adjustment” applied to the “‘ratemaking rate base” that was
previously approved. However, in order to reconcile the ratemaking rate base approved by the
Commission with the net book value for the system, it is necessary to make an accounting
adjustment to the book value for each FMV-related system, which the Company refers to in its

schedules as an “FMV Acquisition Adjustment.”"

CSWR-Texas has attached to this pleading a copy of the highly sensitive Exhibit BT-3,
which was attached to the direct testimony of witness Brent Thies as part of the Company’s original

statement of intent rate filing package. The “FMV Adjustments” column refers to the amount of

I CSWR-Texas has requested an acquisition adjustment under 16 TAC § 24 41(0) lor cerlain of its sysiems
that were not acquired through the [air market valuation process, which it relers Lo as a “Non-FMV Acquisition
Adjustment.” bul again, no such adjustment is madc (o the ratemaking raic basc for FMV-approved sysiems.



the adjustment to net book value so that the net book value equals the approved ratemaking rate
base for the FMV system. The “Non-FMV Adjustments” column refers to the acquisition
adjustments sought pursuant to 16 TAC § 24 41(f) that were necessary to capture the difference

between the net book value and the purchase price tor a non-FMV system.
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I hereby certify that on this 12 day of May 2023, a true and correct copy of the foregoing
document was served on all parties of record via electronic mail 1n accordance with the Second
Order Suspending Rules 1ssued in Project No. 50664,
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Exhibit BT-3 is Highly Sensitive
and will be provided pursuant to the terms of the Protective Order



