
DOUGLAS UTILITY FOUNTAINVIEW Investigation # 984076
Investigation: 984076 Comment Date: 03/27/2012

Failed to collect effluent samples at the required frequency. Specifically, E. coil samples were
not collected in August 2011, September 2011, or November2011. E. coli samples are
required to be collected monthly. Samples shall be taken and measurements shall be made at
the minimum frequencies specified in the permit for each parameter.

Recommended Corrective Action: Submit a standard operating procedure for the collection
and analysis of E. coil samples.

Track No: 461798 Compliance Due Date: 03117/2012
30 TAC Chapter 305.125(7)
30 TAC Chapter 305.126(b)

PERMIT W0001 1200001, Permit Conditions, No. 1
Permit Conditions, No. 1, p. 9

Alleged Violation:
Investigation: 984076 Comment Date: 03/20/2012

Failed to submit the proper notification before physical alterations were made to the permitted
facility. During the investigation, it was noted that the wastewater treatment plant was not
operated in the contact stabilization mode, as described in the permit renewal application. A
permit application for a minor amendment must be submitted reflecting the change in the mode
of operation,

Recommended Corrective Action: Submit a permit application for a minor amendment to the
Wastewater Permits Section and a copy to the Houston Region Office.

Track No: 461813 Compliance Due Date: 0310912012
30 TAC Chapter 305.125(19)

Alleged Violation:

Investigation: 984076 Comment Date: 03/20/2012

Failed to accurately complete the discharge monitoring reports (DMRs). Specifically, during a
review of the records from February 2011 - December 2011, the total chlorine residual was
analyzed six days per week, and the flow was measured with a totalizer. The frequencies of
analysis were not correctly reported on the DMRs. The sample type for flow was also
incorrectly reported. All effluent data must be accurately reported on the DMRs.

Recommended Corrective Action: Submit a correctly completed DMR to the Houston Region
Office and the -Enforcement Division (MC 224).

Track No: 462271 Compliance Due Date: 03109/2012
30 TAC Chapter 305.125(5)

Alleged Violation:

Investigation: 984076 Comment Date: 03/23/2012

Failed to maintain the structural integrity of the wastewater treatment plant. Specifically, the
catwalk and support beams along the digester and aeration basin were pitted with rust. In
addition, rusting was noted along the walls of the chlorine contact basin. The areas pitted with
rust must be repaired or replaced.

Recommended Corrective Action: Submit documentation indicating that the areas pitted with
rust have been repaired or replaced.

Summary of Investigation Findings
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Bryan W. Shaw, Ph.D., Chairman

Carlos Rubinstein, Commissioner

Toby Baker, Commissioner

Zak Covar, Executive Director
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
June 21, 2012

CERTIFIED MAIL 7010 2780 0002 1299 1249
RETURN RECEIPT REQUESTED ^U

Herbert Zieben, Board President
Douglas Utility Company
32 East Rivercrest Drive
Houston, Texas 77042

Re: Additional Compliance Documentation Needed for:
Fountainview Wastewater Treatment Plant
5530 North Sam Houston Park-way East, Houston (Harris County), Texas
TCEQ ID No.: 1i2oo-ooi, EPA ID No.: TXoo3z461

Dear Mr. Zieben:

The Texas Commission on Environmental Quality (TCEQ) Houston Region Office has received the
compliance documentation that you submitted on April 4, 2o12 for the alleged violations noted
during the investigation of the above-referenced facility conducted on February 9, 2012• However,
information is still needed to address the alleged violations listed in the enclosed summary. Please
submit to our office by July 23, 2012 a written description of corrective action taken and the required
compliance documentation demonstrating that these remaining alleged violations have been

resolved.

The Texas Commission on Environmental Quality appreciates your assistance in this matter and

looks forward to receiving your response.
Please note that the Legislature has granted TCEQ

enforcement powers, which we may exercise to ensure compliance with environmental regulatory

requirements. Self-reported violations may be subject to enforcement, includinons pleasefeel
questions,review by the Enforcement Division. If you or members of your staff have any

free to contact Ms. Denise Tom in the Houston Region Office at (713)767-3695•

Sincerely,

^

'--:Eli Sears
Team Leader
Water Quality Section
Region 12 Houston

EWS/DJT/cs

cc:
Megan Smith, Compliance Coordinator, TNG Utility Corp., P.O. Box 2749, Spring, Texas

77383

Enclosure: Summary of Investigation Findings

TCEQ Region 12 - 5425 Polk St., Ste. H- Houston, Texas 77023-1452 - 713-767-35ao • Fax 713-767-3520

Austin Headquarters: 512-239-1000 . tceq.texas.gov •
How is our customer service7 tceq.texas.gov/castomersurvey

prinlnd nn recqdeJ N11V.r using sny.hase4 ink ^a3
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5326 W BELLFORT ST STE 120 investigatton5bate: 0512212012

HOUSTON, HARRIS COUNTY, TX 77035

Additional ID(s): TX0031461
WQ001120

Track No: 461768 Compliance Due Date: 03/09/2012
30 TAC Chapter 305.125(5)
30 TAC Chapter 317.4(g)(4)

Alleged Violation:

Investigation: 984076 Comment Date: 03/19/2012

Failed to maintain the required number of operational blowers. Specifically, the back-up
blower was Inoperable. The blowers shall be designed so that the maximum design air
requirements can be met with the largest single unit out of service.
Investigation: 1007757 Comment Date: 06/19/2012

See violation description. Documentation was received on April 4, 2012 indicating that a
blower was ordered, but not yet received.

Recommended Corrective Action: Submit documentation indicating that the back-up blower
has been repaired or replaced.

Track No: 461798 Compliance Due Date: 03117/2012
30 TAC Chapter 305.125(7)
30 TAC Chapter 305.126(b)

PERMIT WQ0011200001, Permit Conditions, No.1
Permit Conditions, No. 1, p. 9

Alleged Violation:
Investigation: 984076 Comment Date: 03/20/2012

Failed to submit the proper notification before physical alterations were made to the permitted
facility. During the investigation, it was noted that the wastewater treatment plant was not
operated in the contact stabilization mode, as described in the permit renewal application. A
permit application for a minor amendment must be submitted reflecting the change in the
mode of operation.
Investigation: 1007757 Comment Date: 06119/2012

See violation description. Documentation was received on April 4, 2012 indicating that the
permittee has contracted an engineering firm to help with the permit amendment.

Recommended Corrective Action: Submit a permit application for a minor amendment to the
Wastewater Permits Section and a copy to the Houston Region Office.

Track No: 461813 Compliance Due Date: 03/0912012
30 TAC Chapter 305.125(19)

Alleged Violation:

Investigation: 984076 Comment Date: 03/20/2012

Failed to accurately complete the discharge monitoring reports (DMRs). Specifically, during a
review of the records from February 2011 - December 2011, the total chiorine residual was
analyzed six days per week, and the flow was measured with a totalizer. The frequencies of
analysis were not correctly reported on the DMRs. The sample type for flow was also

Summary of Investigation Findings

ia^
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tion # 1007757

The February 2012 DMR was received on April 4, 2012. The frequency of analysis for total
chlorine residual and the sample type for flow were correctly completed; however, the
frequency of analysis for the flow should be "continuous" instead of "six days per week."

Recommended Corrective Action: Submit a correctly completed DMR to the Houston Region
Office and the Enforcement Division (MC 224).

Track No: 462271 Compliance Due Date: 0310912012

30 TAC Chapter 305.125(5)

Alleged Violation:

Investigation: 984076 Comment Date: 03123l2012

Failed to maintain the structural integrity of the wastewater treatment plant Specifically, the
catwalk and support beams along the digester and aeration basin were pitted with rust. In
addition, rusting was noted along the walls of the chlorine contact basin. The areas pitted
with rust must be repaired or replaced.
Investigation: 1007757 Comment Date: 06/19/2012

See violation description. Documentation was received on April 4, 2012 indicating that the
information was provided to the owners of the utility.
Recommended Corrective Action: Submit documentation indicating that the areas pitted with

rust have been repaired or replaced.

^ -- _ -

Track No: 461769
30 TAC Chapter 317.3(c)

Alleged Violation:

Investigation: 984076

0

Comment Date: 03/27/2012

Failed to provide a standby pump at the lift station. Specifically, a standby pump at the
off-site lift station was not available. An operational standby pump shall be provided in order
to ensure that the firm pumping capacity be such that the expected peak flow can be pumped
to its desired location.
Investigation: 1007757 Comment Date: 06/1912012 .

See violation description.
Recommended Corrective Action: Submit documentation indicating that a standby pump at
the off-site lift station has been installed.
Resolution: Documentation was received on April 4, 2012 indicating that a standby pump at the

off-site lift station was installed.

Track No: 461771
30 TAC Chapter 317.3(e)(5)

Alleged Violation:

Investigation: 984076 Comment Date: 03/19/2012

Failed to provide the required alarm system. Specifically, an audible alarm was not provided
at the off-site lift station. An audio-visual alarm system (red flashing light and horn) shall be
provided for all lift stations. The alarm system shall be activated in case of power outage,
pump failure, or a specified high water level.
Investigation: 1007757 Comment Date: 06/1912012

See violation description.

Summary of Investigation Findings
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DOUGLAS UTILITY FOUNTAINVIEW Investigation # 1007757

Recommended Corrective Action: Submit documentation indicating that the required alarm
system at the off-site lift station has been installed.
Resolution: Documentation was received on April 4, 2012 indicating that the required alarm
system at the off-site lift station was installed.

Track No: 461782
30 TAC Chapter 319.5(b)

PERMIT WQ0011200001, ELMR, No. 1
Effluent Limitations and Monitoring Requirements, No. 1, p. 2

Alleged Violation:
Investigation: 984{}76 Comment Date: 03/27/2012

Failed to collect effluent samples at the required frequency. Specifically, E. coli samples were
not collected in August 2411, September2011, or November 2011. E. coli samples are
required to be collected monthly. Samples shall be taken and measurements shall be made
at the minimum frequencies specified in the permit for each parameter.
Investigation: 1007757 Comment Date: 06/19/2012

See violation description.
Recommended Corrective Action: Submit a standard operating procedure forthe collection
and analysis of E. coli samples.

Resolution: Documentation was received on April 4, 2012 indicating that E. coil samples have
been collected following November 2011 and that the contract laboratory has since changed.

Summary of inves:igation Findings
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ryan W. Shaw, Ph.D., Chairman ^CP^^ ^`

"x r Buddy Garcia, Commissioner

Carlos Rubinstein, Commissioner-•-.^_
Mark R Vickery, P.G., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting 9'euas by Reducing and Preventing PcOution

December 3, 2012

CERTIFIED MAIL 7002 0510 0003 61616857
RETURN RECEIPT REQUESTED

Herbert Zieben, Board President
Douglas Utility Company
32 East Rivercrest Drive
Houston, Texas 77042

Re: Notice of Violation for the Compliance Evaluation Investigation at:
Fountainview Wastewater Treatment Plant
553o North Sam Houston Parkway East, Houston (Harris County), Texas
TCEQ ID No.: WQoo1.12ooooi, EPA ID No.: TXoo3t46i

Dear Mr. Zieben:

On September 20, 2012, Denise Tom of the Texas Commission on Environmental Quality
(TCEQ) Houston Region Office conducted an investigation of the above-referenced facility to
evaluate compliance with applicable requirements for wastewater treatment. Enclosed is a

summary which lists the investigation findings. During the investigation, some concerns were
noted which were alleged noncompliances that have been resolved based on subsequent
corrective action. In addition, a certain outstanding alleged violation was identified for which
compliance documentation is required. Please submit to this office by January 3, 2-013 a written
description of corrective action taken and the required documentation demonstrating that
compliance has been achieved for the outstanding alleged violation.

In the listing of the alleged violations, we have cited applicable requirements, including TCEQ

rules. Please note-that both the rules themselves and the agency brochure entitled Obtaining

TCEQ Rules (GI 032) are located on our agency website at httg• //www.tcea.state.tx.u.s for your
reference. If you would like a hard copy of this brochure mailed to you, you may call and request
one from either the Houston Region Office at (71.3) 767-3650 or the Central Office Publications
Ordering Team at (612) 239-0028. Copies of applicable federal regulations may be obtained by
calling Environmental Protection Agency's Publications at (800) 490-9198.

The TCEQ appreciates your assistance in this matter. Please note that the Legislature has
granted TCEQ enforcement powers which we may exercise to ensure compliance with
environmental regulatory requirements. Self-reported violations may be subject to

enforcement, including penalties, upon review by the Enforcement Division. We anticipate that
you will resolve the alleged violations as required in order to protect the State's environment. If
you have additional information that we are unaware of, you have the opportunity to contest the
violation(s) documented in this notice. Should you choose to do so, you must notify the

TCF.Q Region i2 • 5425 Polk St., Ste. H• Houston, Texas 77023-1452 • 713-767-3500 • Fax 713-767-35W

Austin Headquarters: 512-239-1000 - www.teeq.texas.gov • How is our custornerservice? www.tceq.texas.gov/goto/customersurvey

printed on recycled paperueFog vegetable Larsd ink
- ..... .. . . .
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.^` Herbert Zieben
December 3, P-012
Page 2

Houston Region Office within io days from the date of this letter. At that time, Ms. Elizabeth
Sears, Water Quality Team Leader will schedule a violation review meeting to be conducted
within 21 days from the date of this letter. However, please be advised that if you decide to
participate in the violation review process, the TCEQ may still require you to adhere to the
compliance schedule included in the attached Summary of Investigation Findings until an
official decision is made regarding the status of any or all of the contested violations.

If you or members of your staff have any questions regarding these matters, please feel free to
contact Ms. Tom in the Houston Region Office at (713) 767-3698.

Sincerely,

Elizabeth Sears
Team Leader
Water Quality Management
Region 1.2 Houston

EWS/DJT/cs

cc: Megan Smith, Compliance Coordinator, TNG Utility Corp., P.O. Box 2749, Spring, Texas
77383

Enclosure: Summary of Investigation Findings
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Track No: 462271 Compliance Due Date: 03/0912012
30 TAG Chapter 305.125(5)

Alleged Violation:
Investigation: 984076 Comment Date: 03/23/2012

Failed to maintain the structural integrity of the wastewater treatment plant. Specifically, the
catwalk and support beams along the digester and aeration basin were pitted with rust. In
addition, rusting was noted along the walls of the chlorine contact basin. The areas pitted
with rust must be repaired or replaced.
Investigation: 1007757 Comment Date: 06/19/2012

See violation description. Documentation was received on Aprp 4. 2012 indicating that the
information was provided to the owners of the utility.
Investigation: 1029094 Comment Date: 11/0612012

See violation description. During the Investigation conducted on September 20, 2012, it was
noted that the wastewater treatment plant was still pitted with rust.
Recommended Corrective Action: Submit documentation indicating that the areas pitted with
rust have been repaired or replaced.

Track No: 461768
30 TAG Chapter 305.126(5)
30 TAC Chapter 317.4(g)(4)

Alleged violation:
Investigation: 984076 Comment Date: 03119/2012

Failed to maintain the required number of operational blowers. Specifically, the back-up
blowerwas inoperable. The blowers shall be designed so that the maximum design air
requirements can be met with the largest single unit out of service.
Investigation: 1007757 Comment Date: 06119/2012

See violation description. Documentation was received on April 4, 2012 Indicating that a
blower was ordered, but not yet received.
Investigation: 1029094 Comment Date: 10/03/2012

See violation description.

Recommended Corrective Action: Submit documentation Indicating that the back-up blower
has been repaired or replaced.
Resolution: The back-up blower was verified to be operational during the investigation
conducted on September 20, 2012.

Track No: 461798

Summary of InvesUgnion Findings
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DOUGLAS UTtLt1Y•FOUNTAfNVIEVY Investigation # 1029094 :
30 TAG Chapter 305.125(7)
30 TAC Chapter 308.126(b)

PERMIT Wq4017200D01, Permit Conditions, No.1
Permit Conditions, No. 1, p. 9

Alleged Violation:
Investigation: 984076 Comment Date: 03/20/2012

Failed to submit the proper notification before physical alterations were made to the permitted
facility. Dudng the Investigation, it was noted that the wastewater treatment plant was not
operated in the contact stabilization mode, as described in the permit renewal application. A
permit application for a minor amendment must be submitted reflecting the chango in the
mode of operation.
Investigation: 1007757 Comment Date: 06/19/2012

See violation description. Documentation was received on April 4, 2012 indicating that the
permittee has contracted an engineering firm to help with the permit amendment.
Investigation: 1029094 Comment Date: 10/03f2012

See violation description.

Recommended Corrective Action: Submit a permit application for a minor amendment to the
Wastewater Permits Section.

Resolution: A copy of the minor amendment was received by the Wastewater Permits Section
on October 19, 2012.

Track No: 461813
30 TAC Chapter 305.125(19)

Alleged Violation:
Investigation: 984076 Comment Date: 03120/2012

Failed to accurately complete the discharge monitoring reports (DMRs). Specifically, during a
review of the records from February 2011 - December 2011, the total chlorine residual was
analyzed six days per week, and the flow was measured with a totalizer. The frequencies of
analysis were not correctly reported on the DMRs. The sample type for flow was also
incorrectly reported. All effluent data must be accurately reported on the DMRs.
Investigation: 1007757 Comment Date: 06119/2012

The February 2012 DMR was received on April 4, 2012. The frequency of analysis for total
chlorine residual and the sample type for flow were correctly completed; however, the
frequency of analysis for the flow should be "continuous" instead of "six days per week."
tnvestigatioh: .1029094 •Cotrirrient Date: 10/03/2012

See violation description.

Recommended Corrective Action: Submit.a correctly completed DMR to the Houston Region
Office and the Enforcement Division (MC 224).

Resolution: A correctly completed DMR was submitted on-October 29, 2012 through NetDMR.

Description Additional Comments
item 5 During the Investigation, floating solids were noted

covering half of the clarifier. Floating solids should
be removed to prevent the unauthorized discharge
of floating solids into the receiving stream.

Summary of Investigation Findings
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TNG UTILITY CORP.

THE NEXT GENERATION OF
WATER AND WASTEWATER
UTILITY SERVICES

April 3, 2012

Denise Tom
TCEQ - Environmental Investigator
Water Section, Region 12
Email: Denise.tom@tceq.texas.gov

TNG ^

RE: Douglas Utility Company, WWTP Inspection, 2/9/2012, ID# TX0031461

Ms. Tom,

The following correspondence is in regards to the exit interview received after the
inspection at the Douglas Utility Company Wastewater Treatment Facility and the Aldine
Bender off-site lift station. Please let me know if you have any questions regarding the
information below. You may contact me via email at Megans@tniz-utility.com or by
phone at 281-350-0895.

Sincerely,

Megan Smith
Compliance Coorinator
TNG Utility Corp.
281-350-0895
Meeans@tng-utility.com

Issue No. 1: Failed to provide a backup blower for the WWTP.
The blower has been ordered from the manufacturer and we are still awaiting

delivery.

Issue No. 2: Failed to Provide backup pump for the off site lift station.
Please see the attached photo showing that the backup pump has since been

installed on 2/23/12. Also attached is a work order (#97970) showing the completion of
the work.

2815 Spring Cypress Road, Suite 3, Spring TX 77388 • P.O. Box 2749, Spring TX 77383-2749
(281) 350-0895 Office 1 (281) 353-3307 Fax
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TNG UTILITY CORP.

THE NEXT GENERATION OF
WATER AND WASTEWATER
UTILITY SERVICES

TNG ^

Issue No. 3: Failed to provide audible alarm for the offsite lift station.
Please see the attached work order (#97983) showing the completed work to fix

the audible alarm on the offsite lift station. Also, see the attached photo showing a black
speaker now installed on the side of the panel in order to deliver an audible tone.

Issue No. 4: Failed to properly complete the DMRs - Frequency of analysis for flow and

chlorine incorrect; sample type for flow incorrect.
Please see that attached corrected and submitted DMR. The frequency of flow has

been changed to six days per week, and the sample type has been changed from
instantaneous to totalizer. Also, the chlorine frequency has been changed to 6 times per

week instead of 5.

Issue No. 5: Failed to collect E. coli samples in 8/11, 9/11 and 11/11.
Due to a scheduling issue with the laboratory E. coli samples were not collected

during those three months. However, since November 2011 E.coli samples have been
taken every month according to the permit. Also, we have since changed laboratories in
order to prevent such scheduling conflicts in the future.

Issue No. 6: Rusting at plant along the walls of the chlorine contact chamber and along
the catwalk and its support beams along the digester and aeration basin.

This information was provided to the owners of the utility.

Issue No. 7: Failed to operate the wastewater treatment plant in the mode listed in the

permit renewal application.
The Utility has contracted an Engineering firm to help with amending the

Wastewater Treatment Permit in order to resolve this violation. More information is

forthcoming regarding the amendment process.

2815 Spring Cypress Road, Suite 3, Spring TX 77388 • P.O. Box 2749, Spring TX 77383-2749
(281) 350-0895 Office • (281) 353-3307 Fax

!3J



TNG ^
PO Box 2749, Spring, TX 77383 (281) 350-089

To: Aldine Bender Square

MeterNumber:
Classification Lift Station

INVOICE

Invoice # 97970

Entered 3/1/2012 10:15:50 AM
Complete 2/23/2012
Reading: 0

Aldine Bender Lift Station

Problem
Install new lift pumps in off site lift station- Pre-approved project

Resolution
Installed new 2" lift pumps at lift station.

Labor

Hours Description Rate Total
4 Plant Technician $48.00 $192.00
4 Supervisor $60.00 $240.00

Equipment
Hours Description Rate Total

4 Service Truck $15.00 $60.00
4 Service Truck $15.00 $60.00

Services

Description Total

Materials
Quantit Description Purchase Order Cost Total

1 Niel Technical Services 45060 $7,751.00 $7,751.00
1 Niel Technical Services 45061 $7,751.00 $7,751.00

Total Due 16 054.00

J33
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TN G 40
PO Box 2749, Spring, TX 77383 (281) 350-089

INVOICE

To: Aldine Bender Square Invoice # 97983

Entered 3/11/2012 10:58:07 AM

Complete 2/7/2012

MeterNumber: Reading: 0

Classification Lift Station
Aldine Bender Lift Station

Problem
Check and repair high level alarm

Resolution
Met contractor to repair high level alarm.

Labor

Hours Description

2 Plant Technician
Equipment
Hours Description

2 Service Truck

Services

Description

Materials

Quantit Description
1 K & R Utility Service

Rate Total

$48.00 $96.00

Rate Total

$15.00 I $30.00

Total

Purchase Order Cost Total

700686 I $977.50 I $977.50

Total Due $ 1 , 103-50

/3^
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• Douglas Utility Company •
Company Schedule

Schedule D-2
Known and Measureable Changes

6/30/2012

KNOWN & MEASURABLE CHANGES

RATE CASE EXPENSE (REGULATORY)
Ronald L Payne, LLC. 7,500

Mark H 7eppa 4,000

GDS & Associates 1,500

Copy Cost 500
2 Notices to customers-$1.45/ notice 580

Total Non-Contested Cost 14 080

Water

51%

Sewer

49%

X 50%

Two year amortization To Table VI.A, Line J 7,040 3,615 3,425

Annual Dep reciation
Cost Water Sewer

Installed new lift Pumps - 02/23/2012 16,054 0 535
Installed Lift Station Floats - 7/13/12 $2,164 0 216

Total Sewer - to sewer rate base 18,218 - 752

Installed 2" Backflow Devises - 2/9/12 1,758 88 0

Haverstock Metering Project - 9/7/12 104,262 2,085 0

Air Compressor installed on Hydro Tank 6,142 307 0

Replace Well Pump & Motor - 09/28/12 16,646 832 -

Total Water - to water rate base 128,808 3,313 -

Note: these items to be described later

IV



Douglas Utility Company

Company Schedules
Income Tax Calculation

WATER SEWER COMBINED

(With Rate

Increase)

Operating Revenues 298,036 242,048 540,085
Total Operations & Maintenance (266,825) (221,358) (488,183)
Other taxes (payroll, dd val., elc.) (3,581) (3,392) (6,973)
Depreciation and amortization (8,652) (6,151) (14,802)
Interest expense - - -

Other Revenues - - -

Income before income taxes 18,979 11,147 30,126

State Franchise (Margin) Tax 1,245 519 1,764

Income before Federal Income Taxes 17,734 10,628 28,362

Federal Income Taxes:

1st Tier @15% 28,362 4,254
2nd Tier @ 25% - -

3rd Tier @ 34%

4th Tier @ 39% -

Total 28,362 4,254
Total Federal Income Tax 4,483 2,668 4,254

/V-'



^ Douglas Utility Company
Company Schedules

Income Tax Calculation

Federal Income Tax Computation
WATER SEWER COMBINED

RETURN 25,402 15,120 40,522

INTEREST EXPENSE - - -

NET TAXABLE INCOME 25,402 15,120 40,522

FIRST TIER 47,673 47,673 7,151

SECOND TIER - - -

THIRD TIER - - -

FOURTH TIER - -

NET INCOME TAX-TOTAL 7,151

NET INCOME TAX-WATER 4,483

NET INCOME TAX-SEWER 2,668

Calculate State Income ( Margin) Tax

Return 25,402 15,120 40,522

Operating Expenses 279,057 230,901 509,958

Federal Income Tax Calculation (Above) 4,483 2,668 7,151

Revenues before margin calculation 308,942 248,689 557,631

Cost of Goods Sold 185,676 197,344 383,020

Margin before gross up 123,266 51,346 174,611

Gross up Margin @ 1% 124,511 51,865 176,375

State Income (Margin) Tax 1,245 519 1,764

Income Taxes Increase

/9?



K° f TEXAS COM^SSION ON ENVIRONM TAL QUALITY
enue and Regulatory Assessment^ort

For PUBLIC UTILITY

UTILITY: DOUGLAS UTILITY COMPANY ACCOUNT - 113t19

Revenue and Regulatory Assessment Report for the Calendar Year 2012

1. Enter total revenues from retail water and sewer service in year 2012 1.^^ f / ^0. 20

2. Enter amount collected OR multiply item 1 by 0.01 2. 5, (Q O

3. Late payment penalty: 3 .
5% - If paid after January 30th arid before March 1st - multiply line 2 by 0.05 fry^
10% - If paid after March 1 st - multiply line 2 by 0.10

4. Late payment interest, 1% per month if paid after March 31 st: 4.
a. Multiply line 2 by 0.01 = monthly interest due, then
b. Multiply monthly interest due by the number of months payment is made after
March 31, rounded to the nearest month.

5. Amount due and payable (Add lines 2, 3, and 4). 5. .Jrj ^ g^.100

Please note if the utility was inactive for more than a month during the year or experienced other circumstances
which affected revenues (attach an additional page if necessary):

I declare that the above "

Signature

Preparer's name

viPP Form wC04C5 / TCEQ-20098

,DOUGLAS UTIUTY COMPANY

TCEQ

Wells Fargo - Checkin Acct#11369

is true and correct to the best of my knowledge and belief.

Date ^ / ^- / ^0 l3

Phone number :113 LW3^0s-S3
(Please Print)

Acct #11369
1/812013

7632

5,481.60

5,481.60

5 i Pt341138287 +t- i`^; ;i2, pw
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Rate of Return Worksheet
Step ^ %

A Most current Baa Public Utility Bond average, (Call TCEQ staff at 5 1 2123 9-469 1 to get this

number.)
StJ7

B Add 2% - for utilities with 200 or less customers

C Add 1°!o if the utility can demonstrate that it has both:

I Debt/equity ratio is greater than 60% (Table IV. D. - $ox ^:- Box (3)) AND

2 No affiliated companies with access to revenues or other funds to support utility operations

D Add 1% if the utility can demonstrate that it has at least 2 of the following 4 conditions:

1 unstable population - Weekenderlseasonal population:
a. >25% of total customers; OR
b. >10% of total customers and do not use seasonal reconnect fee;

2 commercial customers account for more than 15% of revenues

3 low growth
a. less than 5% customer growth over the last three years; OR
b. documentation of potential customer growth of less than 5% over the next three

years; declining gopulation

4 aging system
a. more than 50% depreciated; OR
b. low rate base (<$500/customer)

X !(^

E Add 1% if the utility is a stand alone sewer system with no agreement for either billing and
collection or discontinuance for nonpayment with the water supplier.

F Add 1% if the utility can demonstrate that it has at least 3 of the 4 following conditions:

I Number of complaints
2 complaints or less per year to TCEQ for less than 200 customer system

2 No major deficiencies in the most recent PWS inspection report

3 No current or prior enforcement actions under current management within the last 3 years

4 Good faith efforts to solve any current problems

G Add l% if the utility can demonstrate that it has at least 4 of the following 5 conditions:

I well-maintained, up-to-date books and records

2 effective communications and good customer relations

3 consistently timely in meeting reporting requirements (ex. annual reports for last 3 years)

and payment of fees

4 exhibit fiscal responsibility with respect to rate filings, including completeness, accuracy

and frequency

5 Less than 121% unaccounted for water -(Section VIII of the Application - Page 16 of4l)

TCHQ-10423-inat (6910 1/11)
IY3
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H Add I% if the utility can demonstrate that it has at least 4 of the following 5 conditions:

1 rate structure - any two of the following
a. zero gallons included in minimum bill
b. gallonage rate set high enough to encourage conservation (> $2.00I1000 gal.)
C. use of inclining blocks, i.e. higher use pays higher cost

2 drought contingency plan included in tariff and enforced (if applicable)

3 conservation plan including encouragement of the use of water conserving devices,
efficient lawn watering, or xeriscaping

4 program to educate the customers about the nature of the system, its production and
distribution ability, PWS standards, and the need for water conservation

5 unaccounted for water
a. greater than or equal to 10% and or

^b. successful program to reduce losses (ex. leak detection & repair) (within last 3 -
years 2S% reduction since program implemented)

Total Rate of Retu

'rCEQ-10423-inst(091Oilt1) / ^
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'Book basis

Asset
No. Asset Description

Douglas Utility

Dtreciation Schedule by Cat*ry
For the 6 Months Ended 06/30/12

Date Accum Depr
Acquired Method Life Sold? Cost 01/01/12

urrent
Depreciation

03/06/13
03:16PM

Accum Depr
06/30/12

Land

38 Access Road 07/01/05 ST LINE 30/00 N 8,975.00 1,945.83 148.77 2,094.60

39 Land 07/01/77 LAND 00/00 N 99,142.00 0.00 0.00 0.00

Total for (Land) 108,117.00 1,945.83 148.77 2,094.60

Structures

36 Chlorine / Blower Room 07/01/99 ST LINE 30/00 N 5,760.00 2,400.79 95.48 2,496.27

I otai for (Structures) 5,760.00 2,400.79 9546 2,496.27

.lectricial

42 Control Room Lights 07/01/11 ST LINE 20/00 N 2,523.00 63.59 62.73 126.32

43 High Level Alarm 07/01/11 ST LINE 10/00 N 532.00 26.82 26.45 53.27

Total for (Electricial) 3,055.00 90.41 89.18 179.59

rencing & Gates

40 Fencing 07/01/06 ST LINE 30/00 N 952.00 174 65 15.78 190.43

Total for (Fencing & Gates) 952.00 174.65 15.78 190.43

"hlorinators

34 Chlorinator & Scales 07/01/08 ST LINE 20/00 N 5,991.00 1,049.24 148.96 1,198.20

45 Chlorine Scale 07/01/11 ST LINE 10/00 N 1,904.00 95.98 94.68 190 66

50 SCBA Unit 05/16/11 ST LINE 10/00 N 1,846.00 116.32 91.80 208.12

Total for (Chlorinators) 9,741.00 1,261.54 335.44 1,596.98

'7eters

37 Meter Flow Chart 07/01/99 ST LINE 20/00 N 2,050.00 1,281.67 50.97 1,332.64

Total for (Meters) 2,050.00 1,281.67 50.97 1,332.64

,ollection System

29 3,925 ft - 8" Line 07/01/61 ST LINE 50/00 N 29,946.00 29,946.00 0.00 29,946.00

30 140 ft- 10" Line 07/01/61 ST LINE 50/00 N 1,373.00 1,373.00 0.00 1,373.00

31 2,585 ft - 6" Line 07/01/61 ST LINE 50/00 N 16,553.00 16,553.00 0.00 16,553.00

32 980 ft - 8" Line 07/01/61 ST LINE 50/00 N 7,477.00 7,477.00 0.00 7,477.00

Total for (Collection System) 55,349.00 55,349.00 0.00 55,349.00

Jastewater Treatment & Disposal Equip

33 Wastewater Treatment Plant 07/01/86 ST LINE 25/00 N 1,102,074.00 1,102,074.00 0.00 1,102,074.00

35 10hp Lift Pump 07/01/00 ST LINE 30/00 N 5,790.00 2,220.03 95.97 2,316.00

41 Lift Pump 07/01/11 ST LINE 20/00 N 3,751.00 94.55 93.26 187.81

44 Processed Water System 07/01/11 ST LINE 25/00 N 3,500.00 70.58 69.62 140.20

53 Rebuild Blower #2 04/11/12 ST LINE 30/00 N 6,410.00 0.00 47.29 47.29

Total for (Wastewater Treatment & Disposal Equip) 1,121,525.00 1,104,459.16 306.14 1,104,765.30

Client Subtotal Before Sales 1,306,549.00 1,166,963.05 1,041.76 1,168,004.81

Less Assets Sold 0.00 0.00

Total 1,306, 549.00 1,166, 963.05 1,041.76 1,168,004.81

Page 1 /o



Charles Loy
Principal

^^.._ .

GDS Associates, Inc.

-pa (-,_°,rs nnii E,C(?i0i;3ft',_

Ph: 512 494 0369

Fax: 512.494 0205

chuck, loy@gdsassociates corn

February 26, 2013

Ms. Carol Zieben, Owner
Douglas Utility Company
32 E Rivercrest Drive
Houston, TX 77042

Re: Douglas Utility Company Trending

Dear Ms. Zieben:

GDS was asked to provide asset trending for Douglas Utility Company. Douglas Utility
Company provided a test year end date of 06/30/12. Douglas Utility Company also provided an
inventory list of assets with install dates and replacement cost values. We used this information

in our GDS Asset Valuation Model to compute useful life, years in service at test year end date,
trended original cost, annual depreciation expense, total accumulated depreciation, and net book
value at test year end date for each asset. Because we were only provided with a year for install
date for each asset, we made the assumption that all assets were installed at mid-year on July 1 of

the year of installation.

A trending study is a computational methodology used to develop a reliable value of
utility plant for different times. If the value of an item is known at any point in time, trending
indices can be used to estimate its value at any other point in time. One normally begins a

trending study with a replacement cost of an item for a point in time and, with trending indices
from that point in time and from the time the item was installed, computes a value at the time of

installation, a substitute for the original cost of the item. The purpose of this trending study is to

provide Douglas Utility Company with a computation of the value of the original cost for
existing plant so that the original cost can be depreciated to the net plant value for the end of the

test year.

A trending study is based on two key items, the replacement cost and construction cost

indices. The replacement cost is the current price for installing the same item new and is a
purchase price or contractor's price for an item based upon materials, equipment, and labor used.
Construction price indices are maintained by various organizations that monitor construction
pricing over time. For the construction industry as a whole, ENR (formerly Engineering News
Record) maintains both a construction cost index and a building cost index. For the utility

industry, Electric, Gas and Water, the Handy Whitman Index maintains indices based upon

capital items using a utility chart of accounts. Government agencies, such as the U.S. Bureau of
Reclamation also maintain construction cost indices. Each of these indices provides an index
number for different times. If one knows the cost of an item at any point in time, construction

919 Congress Avenue, Suite 800 Austin, Texas 78701 • www.gdsassociates corn
Marietta, GA • Austin, TX • Auburn. AL • Manchester, NH • Madison, WI ^^n
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Ms. Carol Zieben
February 26, 2013
Page 2 of 2

cost indices can be used to reliably estimate the cost at another point in time. Thus, current costs
can be used to estimate original cost using an index value for the date of installation.

The GDS Asset Valuation Model uses three indices of construction costs to estimate
trended original cost: (1) Handy Whitman Index of Water Utility Construction Costs for the
South Central Region (Region 4); (2) the ENR (formerly Engineering News Record) Index of
Building Cost and Construction Cost Trends; and (3) the Bureau of Reclamation Construction
Cost Trends. The Handy Whitman Index was the primary reference source used for this trending
because utility regulators and the industry routinely accept it. The Handy Whitman Index is
commonly used in Texas ratemaking dockets. The Handy Whitman Index has been reporting
values since 1912. The Handy Whitman Index has reported values on January 1 and July 1 for
each year since 1973 and reported annual values before 1973. The Handy Whitman indices are
designed to estimate reproduction and original costs. For sewage treatment plants, we use the
Building Cost Index of ENR, as we have found it to be the most suitable alternative when the
Handy Whitman Index is not applicable. We prefer the ENR Building Cost Index to the ENR
Construction Cost Index because we believe it is based upon features more accurately applied to
sewage treatment plants and because it has a slightly lower inflation rate. The ENR Building
Cost Index has been reported since 1915 and currently reports monthly values. We also use the
U.S. Bureau of Reclamation Construction Cost Trends Index because it covers land costs,
electrical equipment, and other specialized items not covered by the Handy Whitman Index and
the ENR Building Cost Index. The U.S. Bureau of Reclamation Index has been reported
quarterly since 1940. We have used the most appropriate index for each inventory item and used
the index value for the nearest reported date.

Service lives and depreciation rates were determined using recommended service lives
from TCEQ. These rates were used to compute the annual depreciation expense and the total
accumulated depreciation on the purchased assets. Depreciation was computed and subtracted
from the trended value of original cost to determine net book value.

The attached reports included the trended value of assets for the Water Treatment Plants
# 1 and 2 as well as the Sewer Treatment Plant at Douglas Utility Company. We believe that our
computations have produced appropriate values for net book value.

Sincerely,

Chuck Loy

/33
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FIXED ASSETS - SEWER
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Book Basis

D

Asset
No. Asset Description

^vougias Utility

#eciation Schedule by Cate*y
For the 6 Months Ended 06/30/12

Date Accum Depr
Acquired Method Life Sold? Cost 01/01/12

urrent
Depreciation

03/ON!13'
03:16PM

r

Accum Depr
06/30/12

Land

1 Land 07/01/77 LAND 00/00 N 16,267.00 0.00 0.00 0 00

Total for (Land) 16,267.00 0.00 0.00 0.00

,ervice Equipment

46 Air Compressor 11/01/10 ST LINE 10/00 N 943.00 110.06 46.89 156.95

Total for (Service Equipment) 943.00 110.06 46.89 156.95

.Uells (with pump) Plant

3 6" Water Well (60gpm) 07/01/80 ST LINE 50/00 N 28,000.00 17,641.53 278.47 17,920.00

4 6" Water Well ( 170gpm) 07/01/80 ST LINE 50/00 N 28,000.00 17,641 53 278.47 17,920.00

Total for (Wells (with pump) Plant) 56,000.00 35,283.06 556.94 35,840.00

Structures

2 Pump House 07/01/80 ST LINE 30100 N 2,095.00 2,095.00 0.00 2,095.00

24 Pump House 07/01/99 ST LINE 30/00 N 8,400.00 3,501.15 139.23 3,64038

25 Chlorine Cylinder Storage 07/01/99 ST LINE 30/00 N 2,49600 1,040.34 41.37 1,081.71

51 Rebuilt Chlorine Buildings 01/27/12 ST LINE 30/00 N 3,168.00 0.00 45.01 45.01

Total for (Structures) 16,159 00 6,636.49 225.61 6,862.10

sooster Pumps

5 2 - Booster Pumps - 7 1/2hp 07/01/80 ST LINE 30/00 N 1,105.00 1,105 00 0.00 1,105.00

22 Booster Pump - 7 1/2 hp 07/01/00 ST LINE 30/00 N 1,735 00 665.20 28.76 693.96

23 Booster Pump - 7 1/2 hp 07/01/04 ST LINE 30/00 N 2,510.00 627.75 41.61 669.36

Total for (Booster Pumps) 5,350.00 2,397.95 70.37 2,468.32

clectricial

26 Generator 07/01/94 ST LINE 30/00 N 16,202.00 9,453.44 268.56 9,722.00

48 Mercoid Switches 03/16/11 ST LINE 10/00 N 1,490.00 118.79 74.09 192.88

Total for (Electricial) 17,692.00 9,572.23 342.65 9,914.88

Pressure Tanks

9 9,000 gal Pressure Tank 07/01/85 ST LINE 50/00 N 7,243.00 3,839.39 72.03 3,911.42

10 10,000 Pressure Tank 07/01/08 ST LINE 50/00 N 32,461.00 2,274.04 322.84 2,596.88

Total for (Pressure Tanks) 39,704.00 6,113.43 394.87 6,508.30

"hlorinators

6 2- Chlorinators 07/01/08 ST LINE 10/00 N 2,080.00 728.57 103.43 832.00

7 2- Superior Chlorine Regulators 07/01/08 ST LINE 20/00 N 1,415.00 247.82 35.18 283.00

8 2- Chloring Scales 07/01/08 ST LINE 10/00 N 1,415.00 495.64 70.36 566.00

47 2 - Chlorine Scale 03/29/11 ST LINE 10/00 N 3,028.00 230.63 150.57 381.20

52 Chlorine Scale 01/01/12 ST LINE 10/00 N 1,900.00 0.00 94.48 94.48

Total for (Chlorinators) 9,838.00 1,702.66 454.02 2,156.68

,^round Storage Tanks

11 3,000 bbl Ground Storage Tank 07/01/85 ST LINE 50/00 N 17,222.00 9,129.08 171.28 9,300.36

12 2- 1,500 bbl Ground Storage Tan 07/01/80 ST LINE 50/00 N 20,346.00 12,819.09 202.35 13,021.44

Total for (Ground Storage Tanks) 37,568.00 21,948.17 373.63 22,321.80

r)istribution System

13 2,355 ft - 8" Cast Iron Pipe 07/01/61 ST LINE 50/00 N 6,724.00 6,724.00 0.00 6,724.00

14 1,570 ft- 8" A/C Pipe 07/01/61 ST LINE 50/00 N 9,411.00 9,411.00 0.00 9,411.00

15 2,970 ft -2" Steel Pipe 07/01/61 ST LINE 50/00 N 4,433.00 4,433.00 0.00 4,433.00

16 620 ft - 4" A/C Pipe 07/01/61 ST LINE 50/00 N 2,450.00 2,450.00 0.00 2,450.00

Page 1 /^&



BookoBasis Douglas Utility 03/06/13

*reciation Schedule by Cat*ry 03:16PM

For the 6 Months Ended 06/30/12

Asset Date Accum Depr Current Accum Depr
No. Asset Description Acquired Method Life Sold? Cost 01/01/12 Depreciation 06/30/12

Distribution System

17 1,450 ft - 4" C-900 Pipe 07/01/11 ST LINE 50/00 N 19,765.00 199.27 196.57 395.84

18 930 ft - 2" Steel Pipe 07/01/61 ST LINE 50/00 N 1,388.00 1,388.00 0.00 1,388.00

Total for (Distribution System) 44,171.00 24,605.27 196.57 24,801.84

Meters

19 4" WellMeter 07/01/83 ST LINE 20/00 N 982.00 982.00 0.00 982.00

20 3" Well Motor 07/01/10 ST LINE 20/00 N 1,348.00 101.38 33.52 134.00

27 Meter with Modem Line 07/01/05 ST LINE 20/00 N 6,750.00 2,195.14 167.83 2,362.97

28 Meter with Modem Line 07/01/05 ST LINE 20/00 N 8,680.00 2,822.78 215.81 3,038.59

Total for (Meters) 17,760 00 6,101.30 417.16 6,518.46

Fire Hydrants

21 9 - Fire Hydrants 07/01/61 ST LINE 40/00 N 2,829 00 2,829.00 0.00 2,829.00

49 Fire Hydrandt 04/07/11 ST LINE 05/00 N 3,51800 518.54 349.88 868.42

Total for (Fire Hydrants) 6,34700 3,347 54 349.88 3,697.42

Client Subtotal Before Sales 267,799.00 117,818 16 3,428.59 121,246 75
Less Assets Sold 0.00 0.00
Total 267,799.00 117,818.16 3,428.59 121,246.75

Page 2
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Charles Loy
Principal

GDS Associates, Inc.

- n: "'S ?I?i1 f.^G^.St1iTr3^ '

Ph: 512 494 0369

Fax. 512 494.0205

chuck loy@gdsassociates; corn

February 26, 2013

Ms. Carol Zieben, Owner
Douglas Utility Company
32 E Rivercrest Drive
Houston, TX 77042

Re: Douglas Utility Company Trending

Dear Ms. Zieben:

GDS was asked to provide asset trending for Douglas Utility Company. Douglas Utility
Company provided a test year end date of 06/30/12. Douglas Utility Company also provided an
inventory list of assets with install dates and replacement cost values. We used this information
in our GDS Asset Valuation Model to compute useful life, years in service at test year end date,
trended original cost, annual depreciation expense, total accumulated depreciation, and net book
value at test year end date for each asset. Because we were only provided with a year for install
date for each asset, we made the assumption that all assets were installed at mid-year on July 1 of

the year of installation.

A trending study is a computational methodology used to develop a reliable value of
utility plant for different times. If the value of an item is known at any point in time, trending
indices can be used to estimate its value at any other point in time. One normally begins a
trending study with a replacement cost of an item for a point in time and, with trending indices
from that point in time and from the time the item was installed, computes a value at the time of
installation, a substitute for the original cost of the item. The purpose of this trending study is to

provide Douglas Utility Company with a computation of the value of the original cost for
existing plant so that the original cost can be depreciated to the net plant value for the end of the
test year.

A trending study is based on two key items, the replacement cost and construction cost

indices. The replacement cost is the current price for installing the same item new and is a
purchase price or contractor's price for an item based upon materials, equipment, and labor used.
Construction price indices are maintained by various organizations that monitor construction
pricing over time. For the construction industry as a whole, ENR (formerly Engineering News
Record) maintains both a construction cost index and a building cost index. For the utility
industry, Electric, Gas and Water, the Handy Whitman Index maintains indices based upon
capital items using a utility chart of accounts. Government agencies, such as the U.S. Bureau of
Reclamation also maintain construction cost indices. Each of these indices provides an index
number for different times. If one knows the cost of an item at any point in time, construction

,
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cost indices can be used to reliably estimate the cost at another point in time. Thus, current costs
can be used to estimate original cost using an index value for the date of installation.

The GDS Asset Valuation Model uses three indices of construction costs to estimate
trended original cost: (1) Handy Whitman Index of Water Utility Construction Costs for the
South Central Region (Region 4); (2) the ENR (formerly Engineering News Record) Index of
Building Cost and Construction Cost Trends; and (3) the Bureau of Reclamation Construction
Cost Trends. The Handy Whitman Index was the primary reference source used for this trending
because utility regulators and the industry routinely accept it. The Handy Whitman Index is
commonly used in Texas ratemaking dockets. The Handy Whitman Index has been reporting
values since 1912. The Handy Whitman Index has reported values on January 1 and July 1 for
each year since 1973 and reported annual values before 1973. The Handy Whitman indices are
designed to estimate reproduction and original costs. For sewage treatment plants, we use the
Building Cost Index of ENR, as we have found it to be the most suitable alternative when the
Handy Whitman Index is not applicable. We prefer the ENR Building Cost Index to the ENR
Construction Cost Index because we believe it is based upon features more accurately applied to
sewage treatment plants and because it has a slightly lower inflation rate. The ENR Building
Cost Index has been reported since 1915 and currently reports monthly values. We also use the
U.S. Bureau of Reclamation Construction Cost Trends Index because it covers land costs,
electrical equipment, and other specialized items not covered by the Handy Whitman Index and
the ENR Building Cost Index. The U.S. Bureau of Reclamation Index has been reported
quarterly since 1940. We have used the most appropriate index for each inventory item and used
the index value for the nearest reported date.

Service lives and depreciation rates were determined using recommended service lives
from TCEQ. These rates were used to compute the annual depreciation expense and the total
accumulated depreciation on the purchased assets. Depreciation was computed and subtracted
from the trended value of original cost to determine net book value.

The attached reports included the trended value of assets for the Water Treatment Plants
# 1 and 2 as well as the Sewer Treatment Plant at Douglas Utility Company. We believe that our
computations have produced appropriate values for net book value.

Sincerely,

Chuck Loy
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Reconciliation and Land Value Conclusion

After considering the all of the land sales, the land value for the subject tracts is calculated as
follows:

LAND VALUE SU\r?1tARY

Land Area Land Value/SF Land Value

49,571 $2.00 $99,142

11,717 $1.00 $11,717

4,550 $1.00 $4,550
Total: $115,409

Rounded: $120 ,000

C12-0643 O'Connor & Associates Page 62
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