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I. WITNESS IDENTIFICATION AND BACKGROUND 1 

Q. Please state your full name and business address. 2 

A. My name is David R. Monie.  My business address is 1920 Frontage Road, Suite 110, 3 

Cherry Hill, NJ 08034. 4 

Q. What is your business affiliation? 5 

A. I am President of G.P.M. Associates Inc., a water engineering and management 6 

consulting firm. 7 

Q. Please state your educational, professional, and business background and 8 

experience leading up to your current position. 9 

A. I am a 1966 graduate of Tufts University in Medford, Massachusetts with a Bachelor of 10 

Science Degree in Civil Engineering.  After graduating from Tufts, I spent approximately 11 

three years in the United States Army including one year as Executive Officer of the Post 12 

Engineer Office at Ft. Monmouth, New Jersey and one year as a Staff Engineering 13 

Officer for the 29th General Support Group in Long Binh, Republic of Vietnam.  After 14 

leaving the Army, I spent seven years with Consumers Water Company, now Aqua 15 

America, which operates in Illinois as Aqua Illinois, Inc. (“Aqua Illinois”), including one 16 

year as a Staff Engineer in the home office and six years as an Engineer and District 17 

Manager with Garden State Water Company, predecessor to Aqua New Jersey, Inc.  18 

While there, I had various positions in management and engineering.  I spent a substantial 19 

amount of time working on all aspects of rate increase applications including rate base, 20 

rate of return, operating expenses, tariff design and specialized in performing Cost of 21 

Service Studies during my last several years with the company.  As such, I performed 22 
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Cost of Service Studies for Garden State Water Company and Hudson Water Company, 23 

another subsidiary of Aqua America at that time.  I prepared Original Cost Studies for 24 

several small water utilities that were acquired by Garden State Water Company.  I 25 

prepared all of the rate case exhibits and was the only witness, testifying on all aspects of 26 

ratemaking, in several of Garden State Water Company’s small systems.  In November of 27 

1976, I left Garden State Water Company and became the founder and President of 28 

G.P.M. Associates Inc.  29 

Q. What are your responsibilities as President of G.P.M. Associates Inc.? 30 

A. Since joining G.P.M. Associates Inc., I have continued my experience in the water utility 31 

management and engineering fields, including consulting on all aspects of a large number 32 

of rate increase applications.  As an independent consultant, I have provided Rate 33 

Studies, Cost of Service Studies and Tariff Designs in California, Delaware, New 34 

Hampshire, Illinois, New Jersey, Pennsylvania and Ohio.  I have performed these studies 35 

for Aqua Illinois’ Kankakee, Vermillion, Woodland and Oak Run Divisions and for other 36 

investor owned water companies, municipal systems and water authorities in other states.  37 

In addition, I have provided Rate Studies and Tariff Design for many rate increase 38 

applications, some of which did not include Cost of Service Studies, including several 39 

new water and sewer utilities.  I have designed initial tariffs and prepared all of the rate 40 

exhibits for several start-up utilities including Tranquility Springs Water Company, SB 41 

Water Company and SB Sewer Company.  I also have prepared Original Cost Studies for 42 

several water utilities.  In addition, G.P.M. Associates Inc. owns and operates two small 43 

water utilities and one small sewer utility in New Jersey. 44 
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Q. Are you a licensed professional engineer? 45 

A. Yes, in New Jersey, Pennsylvania, Delaware, Maryland and Ohio. 46 

Q. Are you a member of any professional organizations? 47 

A. Yes, I am a member of the National Society for Professional Engineers, in which I am the 48 

Treasurer of the South Jersey Chapter; the American Water Works Association and the 49 

National Association of Water Companies (“NAWC”), in which I served several years as 50 

a member of the Rate Design Subcommittee and two terms as Chairman of the Small 51 

Water Companies Committee as well as a term as Chairman of the New Jersey Chapter.  52 

I am now on the NAWC Board of Directors and Executive Committee as the small 53 

system representative.  I am a past President of the South Jersey Association of Water 54 

Superintendents. 55 

Q. Have you previously testified in regulatory matters? 56 

A. Yes.  I have provided testimony in water utility matters before regulatory bodies in 57 

Maine, New Hampshire, New Jersey, Delaware, Pennsylvania, Ohio and Illinois.  This 58 

includes testimony in Illinois for Aqua Illinois’ Kankakee Division in Docket Nos. 00-59 

0337, 00-0338, 00-0339 and 06-0285.  I have provided testimony for other Aqua Illinois 60 

matters in Docket Nos. 04-0442, 04-0362 and 05-0071.  My testimony has included all 61 

aspects of rate increase and new company startup areas. 62 

II. PURPOSE OF TESTIMONY 63 

Q. What is the purpose of your testimony in this proceeding? 64 

 The purpose of my testimony is to discuss the appropriateness of Rockwell Utilities, 65 

LLC’s (“Rockwell” or the “Company”) treatment of Contributions in Aid of Construction 66 
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(“CIAC”) and the acquisition adjustment, and those items’ impacts on rates.  I have 67 

attached exhibits to this testimony that aid in this discussion.  In preparing the exhibits, I 68 

have relied on engineering, operating and financial information prepared by the Company 69 

or other of the Company’s consultants. 70 

Q. Are you sponsoring any exhibits in this proceeding? 71 

A. Yes.  I am sponsoring the following: 72 

• Exhibit DRM 3.1: Water Utility Plant in Service 73 

• Exhibit DRM 3.2: Water Utility New Distribution System Additions 74 

• Exhibit DRM 3.3: Sewer Utility Plant in Service 75 

• Exhibit DRM 3.4: Sewer Utility New Collection System Additions 76 

• Exhibit DRM 3.5: Accumulated Depreciation and Annual Depreciation Expense 77 

III. APPROPRIATENESS OF TREATMENT OF CIAC 78 

Q. Briefly describe the Exhibits you have prepared and attached to this Testimony. 79 

A. Exhibit DRM 3.1 is a breakdown of Utility Plant in Service into the Uniform System of 80 

Accounts for the Water Utility.  Exhibit DRM 3.2 is a breakdown of new additions to the 81 

Water Utility distribution system projected for 2007 through 2010.  Exhibit DRM 3.3 is a 82 

breakdown of Utility Plant in Service into the Uniform System of Accounts for the Sewer 83 

Utility.  Exhibit DRM 3.4 is a breakdown of new additions to the Sewer Utility collection 84 

system projected for 2007 through 2010.  Exhibit DRM 3.5 is a calculation of the annual 85 

Depreciation Expense and Accumulated Depreciation for 6/30/07 through 6/30/10 for 86 

both the Water and Sewer Utilities.   87 
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Q. Is the Company proposing to treat any of the acquired Utility Plant as CIAC? 88 

A. No.  All of the $4,916,619 of Utility Plant acquired is not contributed plant.  Exhibits 89 

DRM 3.1 and DRM 3.3 show the breakdown, by ICC plant account, of the purchased 90 

assets of the Water and Sewer Utilities, respectively.  In the Cost of Phase I and Phase II 91 

sections, the cost of the $4,916,619 of acquired plant is shown.  As noted, none of this 92 

plant is being considered CIAC. 93 

Q. Does the Company plan to treat any future plant additions as CIAC? 94 

A. Yes.  The Company is planning on treating as CIAC all of the water distribution and 95 

sewer collection system plant additions that are to serve the new customers expected to 96 

be added to the system over and above the customer base that was present at the time of 97 

acquisition.  CIAC for the Water Utility is calculated by using all of the new addition 98 

costs, including costs for water mains, water services, meter installations, meters and fire 99 

hydrants needed to serve the new developments as set forth on Exhibit DRM 3.2.  CIAC 100 

for the Sewer Utility is calculated by using all of the new addition costs for the sewer 101 

collection system, including sewer laterals, needed to serve the new developments as set 102 

forth on Exhibit DRM 3.4.   103 

Q. Does the Company plan on giving any refunds to developers for any of the water 104 

distribution system or sewer collection system? 105 

A. As set forth above, all items of Utility Plant will be funded by the developers without 106 

refund.   107 

Q. Does this proposed financial system for the extension of the water system and sewer 108 

system comply with requirements of 83 Ill. Adm. Code 600.370? 109 
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A. The Company’s proposal to treat all items as CIAC is not the default scenario under 83 110 

Ill. Adm. Code 600.370; but, 83 Ill. Adm. Code 600.370(b) expressly states that the 111 

default scenario only applies “[u]nless other terms and conditions are formally approved 112 

by the Commission….”  Further, it should be noted that 83 Ill. Adm. Code 600.370 does 113 

not apply by its terms to sewer utility extensions. 114 

Q. Should the Commission approve the terms and conditions for extensions proposed 115 

by the Company? 116 

A. Yes, because the Company’s proposed financial treatment for future water and sewer 117 

extensions is fair and reasonable for present and future customers.  By limiting the future 118 

costs to the Company for water and sewer extensions to serve future customers, the 119 

amount of rate base to be added to the system will be decreased, thereby keeping the 120 

water and sewer rates lower than they otherwise would need to be.  In other words, if the 121 

water and sewer extension financial system was as set forth for water utilities in 83 Ill. 122 

Adm. Code 600.370, the refunds to be paid to the developers financing the extension of 123 

the water and sewer systems would be much higher.  Refunds go into rate base whereas 124 

CIAC does not go into rate base.   125 

Q. Mr. Monie, are there considerations unique to Rockwell as opposed to most large 126 

investor owned water and sewer systems that make it reasonable to treat the future 127 

extensions discussed above as CIAC, not issue refunds and, in turn, lower rate base? 128 

A. Yes, there are unique circumstances that exist for Rockwell.  Mr. John Carroll testifies 129 

that the Area proposed for certification can be classified into three sub-areas.  First, an 130 

affiliate of Rockwell and Kirk, Rockwell Place, LLC (“RWP”), owns and/or is the 131 

contract purchaser of real estate that is commonly referred to as the Sullivan Lakes 132 
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Parcel.  Second, JCR Lakemoor Investments Limited Partnership (“Jupiter Investments”) 133 

and JCR Lakemoor Development Company, LLC (“Jupiter Development”) (Jupiter 134 

Investments and Jupiter Development collectively “Jupiter”) own real estate in the Area 135 

that is adjacent to the System and commonly known as The Meadows Apartments (“the 136 

Apartment Project”).  Finally, the Area includes other real estate owned by the former 137 

owner and its affiliates in the Village of Lakemoor, Lake County, Illinois.  This means 138 

that under present circumstances any future development in the Area would be conducted 139 

either by the former owner and its affiliates, Jupiter who owns the Apartment Project, or 140 

RWP.   141 

  With regard to Jupiter, Mr. Carroll testifies that at closing the former owner 142 

assigned to Rockwell a pre-existing contract, Sewer and Water Service and Tap On 143 

Agreement (“Jupiter Agreement”) between the former owner and Jupiter.  The Jupiter 144 

Agreement requires Jupiter to extend service to any future units in the Apartment Project 145 

without refund.  Because this is a pre-existing contract that was negotiated at arms-length 146 

between the former owner and Jupiter, it is just and reasonable for the Commission to 147 

approve its terms.   148 

  With regard to RWP, it has agreed to pay for water and sewer extensions as 149 

described above and set forth in the proposed Water and Sewer Agreement between 150 

Rockwell and RWP for which approval is requested as Attachment H to the Amended 151 

Petition.  Any refunds paid by Rockwell would, therefore, benefit RWP at the expense of 152 

the ratepayers of the Company.  Because there is a pre-existing contract negotiated at 153 

arms-length that calls for no refunds for the developer of the Apartment Project, it is just 154 

and reasonable for Rockwell’s affiliated developer to utilize a similar financial 155 
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arrangement for the extension of water and sewer service to the portions of the Area that 156 

it will develop. 157 

  Finally, with regard to the former owner, Lakemoor, and its affiliates, it is just and 158 

reasonable to hold them to the same terms that Lakemoor negotiated at arms-length with 159 

Jupiter and pursuant to which RWP has agreed to extend service.   160 

IV. APPROPRIATENESS OF ACQUISITION ADJUSTMENT TREATMENT 161 

Q. Mr. Monie, is there an acquisition adjustment for the purchase of the utility assets 162 

by the Company? 163 

A. Yes.  Mr. Michael Albach testifies that there is a negative acquisition adjustment because 164 

the purchase price is less than the depreciated original cost of the items of Utility Plant 165 

being purchased.  The amount of the acquisition adjustment, $558,421.61, is shown on 166 

Exhibit MA 4.1 that is attached to Mr. Albach’s direct testimony. 167 

Q. Do acquisition adjustments have an affect on the rate base? 168 

A. No, they do not.  Rate base is calculated as the depreciated original cost of the non-169 

contributed Utility Plant, along with working capital. 170 

Q. Do acquisition adjustments have an affect on operating expenses? 171 

A. Not in this case.  The acquisition adjustment is a negative amount because the purchase 172 

price is less than the depreciated original cost of the assets acquired.  In many acquisition 173 

cases, the purchase price is more than the depreciated original cost of the assets, in which 174 

case the adjustment, with Commission approval can be amortized to an operating expense 175 

account.  Most of the time, however, the Commission does not allow such an “above-the-176 
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line” amortization to an operating expense account but requires the amortization to be to 177 

a non-utility operating expense account that is “below-the-line” for ratemaking purposes.  178 

Q. How does the Company plan to amortize the acquisition adjustment? 179 

A. As Mr. Albach testifies, the Company plans to record the credit acquisition adjustment to 180 

Account 114, Utility Plant Acquisition Adjustment, and to amortize the acquisition 181 

adjustment over a twenty (20) year period in the amount of $27,921.23 per year, to a 182 

“below-the-line” account.  In particular, the amount will be credited to Account 421, 183 

Non-Utility Income. 184 

Q. Is this the correct procedure for recording and amortizing acquisition adjustments? 185 

A. Yes, because it prevents an impact on rates by ensuring that acquisition adjustments do 186 

not affect rate base or operating expenses.  The Commission in Illinois generally does not 187 

allow positive acquisition adjustments to increase rate base or to be amortized as an 188 

operating expense or negative operating income and, thereby, prevents positive 189 

acquisition adjustments from impacting rates.  Instead, the Commission routinely requires 190 

positive acquisition adjustments to be recorded to Account 114 because Account 114 191 

does not impact rate base and such acquisition adjustments routinely are not allowed in 192 

the calculation of rate base by the Commission.  Similarly, the Commission routinely 193 

requires the amortization of positive acquisitions adjustments to below-the-line accounts.  194 

Because, in this case, the acquisition adjustment is a negative amount, it is appropriate to 195 

make a comparative entry that has the same impact.  By recording the acquisition 196 

adjustment to Account 114 and amortizing the adjustment as a credit to Account 421, a 197 

below-the-line non-utility income account, the acquisition adjustment will have no affect 198 

on the rates of the Company.  A twenty (20) year amortization period is reasonable. 199 
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V. CONCLUSION 200 

Q. Mr. Monie, does this complete your testimony at this time? 201 

A. Yes. 202 


