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WTCPUA RESPONSE TO TCMUD 12'S MOTION TO COMPEL THE WTCPUA'S
RESPONSES TO TCMUD 12'S THIRD REQUESTS FOR INFORMATION

COMES NOW the West Travis County Public Utility Agency ("WTCPUA"), by and

through its attorneys of record, and files this Response ("Response") to Travis County Municipal

Utility District No. 12's ("TCMUD 12") Motion to Compel the WTCPUA's Responses to

TCMUD 12's Third Requests for Information ("RFI"), and would respectfully show as follows:

1. PROCEDURAL HISTORY

TCMUD 12 served its Third RFI to WTCPUA on September 18, 2014. Pursuant to

Public Utility Commission ("PUC") Procedural Rules 22.144(d) and 22.4(a), objections are due

within ten calendar days of TCMUD 12's receipt of the RFI. Despite TCMUD 12's assertion

that the objections were filed "one day late," on September 26, 2014, WTCPUA and TCMUD 12

entered into a Rule 11 agreement, extending WTCPUA's deadline to file objections to

September 30, 2014. Therefore, WTCPUA's objections were timely filed. On October 7, 2014,

TCMUD 12 filed a Motion to Compel Responses to TCMUD 12's Third RFIs to WTCPUA.

Accordingly, this Response is timely filed within five working days of that Motion to Compel

pursuant to PUC Proc. R. 22.144(f). Contrary to TCMUD 12's introductory paragraph,
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WTCPUA will assume, for efficiency, that TCMUD 12 intended for RF[I]s 3-1 and 3-2 to be

considered together, not RF[I]s 3-2 and 3-3. WTCPUA submits this Response under such

assumption.

Counsel for WTCPUA negotiated diligently and in good faith with TCMUD 12, but the

parties were unable to reach an agreement regarding some of the RFIs, necessitating the filing of

its objections. WTCPUA will continue to negotiate with TCMUD 12 on this and future RFIs, if

any, and to the extent that any agreement is subsequently reached, WTCPUA will withdraw such

applicable objections.

II. RESPONSE TO SPECIFIC REQUESTS FOR INFORMATION

A) TCMUD 12 RFI 3-1. Identify any and all entities that provided assistance to the
PUA in obtaining bond financing (for example, but not limited to, Assured
Guaranty Municipal) or bond ratings services.

TCMUD 12 RFI 3-2. Please refer to the "Acquisition, Water Supply, Wastewater
Treatment and Conditional Purchase Agreement" by and among the West Travis
County Public Utility Agency, the City of Bee Cave, Hays County, and West Travis
County Municipal Utility District No. 5 (the "Acquisition Agreement") to respond to
the following requests for information:

a) Identify any section or requirements of the Acquisition Agreement
which were recommended or required by entities which provided
assistance to the PUA in obtaining bond financing (for example, but not
limited to, Assured Guaranty Municipal) or bond ratings services.

b) Please explain the purpose of any sections or requirements identified in
response to Question 3-2(a) above.

c) Please explain what role such entities had (if any) in the drafting of the
Acquisition Agreement and provide any correspondence between the
drafters of the Agreement, signatories to the Agreement, and such
organizations.

As memorialized in its original objection to this RFI 3-1, WTCPUA objects to this

discovery request on the grounds that the provision of assistance by third persons to WTCPUA
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in obtaining bond financing or bond ratings for its series 2012 and 2013 bond issues is not

relevant as to whether the protested wholesale water treatment rates approved by the WTCPUA

Board of Directors on November 21, 2013 charged to TCMUD No. 12 violate the public interest

criteria under P.U.C. SUBST. R. 24.133(a). Further, such remote information is not likely to lead

to the discovery of admissible evidence that is relevant to the subject matter of the pending

action, as required by Texas Rules of Civil Procedure ("TRCP") 192.3(a). Similarly, WTCPUA

objected to RFI 3-2 on the grounds that the recommendations by such third persons providing

bond financing or bond ratings services to the WTCPUA and its consultants in the drafting of the

Acquisition, Water Supply, Wastewater Treatment and Conditional Purchase Agreement

("Acquisition Agreement") are also not relevant to the public interest criteria under P.U.C.

SUBST. R. 24.133(a), and such information is not likely to lead to the discovery of admissible

evidence that is relevant to the subject matter of the pending action, as required by TRCP

192.3(a).

As clarified by the Administrative Law Judge ("ALJ") in Order No. 2, the first phase of

this case concerns "whether WTCPUA's protested wholesale rates adversely affect the public

interest."' Pursuant to P.U.C. SUBST. R. 24.132(b), discovery during this phase of this contested

case hearing is limited to matters relevant to the evidentiary hearing on public interest. The

relevant inquiry in this proceeding is whether the protested rates violate one of the public interest

criteria listed in P.U.C. SUBST. R. 24.133(a). By specifically listing the public interest criteria in

P.U.C. SUBST. R. 24.133(a), and following that list with the prohibition in P.U.C. SUBST. R.

24.133(b) (that "the Commission shall not determine whether the protested rate adversely affects

the public interest based on an analysis of the seller's cost of service"), the Commission has

' Order No. 2 Granting Motion for Clarification, at 1(July 1, 2014), citing 30 Tex. Admin. Code
§§ 291.133 and 291.134.
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determined that cost of service-based information is not relevant.2 As Your Honor has ruled in a

previous case, PUC SUBST. R. 24.133(b)3 "specifically, clearly, and unambiguously renders [the

seller's] cost of service legally irrelevant to determining whether the public interest will be

adversely affected by [the seller's] rates."4 Through this rule, the PUC has placed cost of service

evidence "completely off the table" and "all cost-of-service evidence is irrelevant in the public-

interest hearing."5 Your Honor consistently applied this ruling again in SOAH Order No. 6 in

this proceeding, sustaining WTCPUA's objections to discovery requests that related to cost 4f

service, including, but not limited to, RFP 1-29 (which pertained to the Acquisition Agreement) 6

Here, TCMUD 12 argues that the third parties that assisted WTCPUA with its bond

financing have an incentive to include provisions in the Acquisition Agreement "to protect the

WTCPUA's financial position in order to protect the revenues used to protect the Bond

issuances."7 TCMUD 12 asserts that because the Acquisition Agreement, namely, Section

7.07(h), addresses market entry and participation by entities other than the WTCPUA and its

participants, the RFIs seek information related to the issue of abuse of monopoly power.8

These arguments are flawed and do not justify overruling WTCPUA's objections to these

two overreaching discovery requests. Contrary to TCMUD 12's belief, the Acquisition

Agreement does not define the relationship between WTCPUA and the City of Bee Cave, Hays

2 PUC SUBST. R. 24.133(b).

3 Previously 30 Texas Administrative Code ("TAC') §291.133(b).

4 Appeal of Navarro County Wholesale Ratepayers to Review the Wholesale Rate Increase Imposed by
the City of Corsicana, Certificate of Convenience and Necessity No. 10776, in Navarro County, SOAH Docket No.
582-10-1944; TCEQ Docket No. 2009-1925-UCR, Proposal for Decision ("PFD") at 16-17 (Aug. 17, 2011).

5 Id at 22.

6 SOAH Order No. 6 Granting in Part and Denying in Part Motion to Compel at 1-2 (Oct. 1, 2014).

' TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for
Information at 3 (Oct. 7, 2014).

8 Id.
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County, and West Travis County Municipal Utility District No. 5. Instead, the concurrent

ordinances and resolutions of those three entities are the instruments that created the WTCPUA.

The Acquisition Agreement is a separate contract among these four parties- and TCMUD 12 is

not a party to such contract. The nature of TCMUD 12's RFIs 3-1 and 3-2, that is, the

discussions regarding how the Acquisition Agreement was drafted, cannot be relevant to

TCMUD 12's complaint regarding the wholesale water treatment rates charged under the

"Wholesale Water Services Agreement" between the Lower Colorado River Authority and

TCMUD 12, as amended.9

Section 7.07(h) of the Acquisition Agreement, the subsection cited by TCMUD 12,

proves this very point. In short, this subsection only pertains to the WTCPUA and its

participating entities, not third parties (such as TCMUD 12), as provided below:

To the extent permitted by law, [Bee Cave, Hays County, and West
Travis County MUD No. 5 (each, a "Participant")] will not grant
any franchise or permit for the acquisition, construction, or
operations of any competing facilities which might be used as a
substitute for such Participant's System's facilities, and to the
extent permitted by law, each Participant will prohibit any such
competing facilities.10

This subsection has absolutely no connection to the wholesale water treatment services

provided by WTCPUA to TCMUD 12 or the rate WTCPUA charges TCMUD 12 for such

services. Rather, it addresses each Participant's decision to work with the WTCPUA and the

other Participants with respect to providing water service to retail customers. In relevant part, a

9 This agreement was amended by the "Agreement regarding Transfer of Operations of the West Travis
County Water System from the Lower Colorado River Authority, to the West Travis County Public Utility Agency."

`o Acquisition Agreement, § 7.07(h) (emphasis added).
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"Participant's System" is defined as a "Water Participant's water works distribution system or

combined water distribution and wastewater collection system..."11

Further, in its Motion to Compel, TCMUD 12 only makes a general assertion about an

alleged abuse of monopoly power, failing to identify which of the relevant factors under PUC

SUBST. R. 24.133(a)(3) to which it alleges this information relates.

Ultimately, a list of the entities that provided assistance to the WTCPUA 12 in obtaining

financing and ratings for the WTCPUA's Series 2012 and Series 2013 revenue bonds has no

bearing on, or relation to, whether the WTCPUA has abused any alleged monopoly power in its

provision of water treatment services to TCMUD 12.13 Therefore, WTCPUA's objection to RFI

3-1 should be sustained.

Just as the identity of the entities assisting the WTCPUA in issuing bonds in 2012 and

2013 are irrelevant, the extent to which such entities recommended or required the WTCPUA to

include provisions in the Acquisition Agreement, or even participated in the drafting of the

Acquisition Agreement is also irrelevant to the public interest criteria under P.U.C. SuBST. R.

24.133(a) concerning the WTCPUA's November 21, 2013 wholesale water treatment rates.

Therefore, WTCPUA's objection to RFI 3-2 should also be sustained.

" Acquisition Agreement § 1.01. A copy of this page is attached hereto as Exhibit 1.

12 After conducting a conference with counsel for TCMUD 12, said counsel indicated that "entities that
provided assistance to the PUA" was limited to entities outside of the WTCPUA that were engaged by WTCPUA
for the purpose of consulting the WTCPUA regarding bond financing and bond ratings.

13 P.U.C. SUBST. R. 24.133(a)(3).
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B) TCMUD 12 RFI 3-3. Please refer to Attachment 1, which is the PUA's "FYE 2013
Budget Planning" spreadsheet, "Schedule 21 Wholesale Customer Count
Projection" provided [t]o TCMUD No. 12 by Hays County in response to an earlier
discovery request from TCMUD No. 12, Bates Stamped "Hays Co. - 494." Explain
why the projected number of Living Unit Equivalents ("LUEs") for TCMUD No. 12
of 127 for FYE 2014 and 167 for FYE 2015 differs from the projected values of 165
and 340 for years 2014 and 2015, respectively, appearing the "FYE2014 Wholesale
Customer Minimum Bill Analysis," on page WTCPUA00005545.

WTCPUA objected to this request on the grounds of relevancy and incorporates its

arguments related to relevance made in its Response for RFIs 3-1 and 3-2, above. In response,

TCMUD 12 argued that the request does not address the WTCPUA's cost of service because it is

directed at capacity. TCMUD 12 further asserts that the methodology for determining capacity

projections appears to be different in the two documents referenced in this RFI.14 Last, TCMUD

12 states that Doc. No. WTCPUA00005545 is not a draft as it is "identical" to Doc. No.

WTCPUA00009767.

What is at issue in this first phase of this contested case hearing is whether the rates

approved on November 21, 2013 violate the public interest criteria. Here, however, TCMUD 12

is seeking an explanation related to two draft projections of wholesale customer counts in 2012

and 2013. What the WTCPUA may have considered prior to the final version of the analysis and

prior to adopting its protested rates is wholly irrelevant to the determination of whether there was

actually a change in methodology or abuse of monopoly power. In SOAH Order No. 6, Your

Honor previously sustained WTCPUA's objection to MUD 12's request for drafts of the Final

Report - Wholesale Cost of Service and Rate Design Study in MUD 12's RFP 1-2.1s

Further, this RFI seeks information related to the PUA's cost of service leading to the

development of the wholesale water treatment rates. As set forth in the Response concerning

14 TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for
Information at 3-4 (Oct. 7, 2014).

15 SOAH Order No. 6 Granting in Part and Denying in Part Motion to Compel at 1(Oct. 1, 2014).
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RFIs 3-1 and 3-2, which is repeated and incorporated herein, the WTCPUA's cost of service is

legally irrelevant under P.U.C. SUBST. R. 24.133(b), and cannot lead to the discovery of

admissible evidence. The number of living unit equivalents (LUEs) is an issue related to the cost

of service, which cannot be addressed in this proceeding. A change in the number of LUEs does

not represent a change in methodology.

Furthermore, documents numbered WTCPUA00005545 and WTCPUA00009767 are not

identical, as demonstrated in Exhibit 2. WTCPUA00005545 is a document provided in response

to RFP 1-9, and is a document provided for the May 6, 2013 meeting between WTCPUA and its

wholesale water treatment customers, and WTCPUA00009767 is a document provided in

response to RFP 2-2, regarding the final analysis for the minimum bill for TCMUD 12.

TCMUD 12 also asserts that the number of LUEs is relevant to determining WTCPUA'8

ability to obtain an alternative supplier. This is incorrect. The agreement between TCMUD 12

and the WTCPUA itself determines whether there can be an alternate supplier (plus, WTCPUA

is not a water supplier to TCMUD 12, it only treats TCMUD 12's raw water supply).

Accordingly, the projected number of LUEs is completely irrelevant to the public interest

test as it relates to TCMUD 12. The number of LUEs will have no impact on TCMUD 12 or on

the public interest criteria.

For each of these reasons, the WTCPUA's objections should be sustained.

C) TCMUD 12 RFI 3-5. Please provide the proposed Engagement Letter to conduct a
Cost of Service and Rate Design Study by Water Resources Management identified
in the January 24, 2013 Minutes of the PUA Board (page WTCPUA0005159), along
with any supporting proposal materials that originated from WRM and any
documents by or between the PUA or its participants related to the engagement of
Water Resources Management.

The WTCPUA continues to object to this request on the grounds that it seeks documents

that are not relevant to the public interest proceeding and are not likely to lead to the discovery of
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admissible evidence that is relevant to the subject matter of this pending action, as required by

TRCP 192.3(a) and by PUC PROC. R. 22.141(a). TCMUD 12 argues that the request seeks

information regarding how WTCPUA framed the assignment given to Water Resources

Management ("WRM") and any goals or parameters set by the WTCPUA on WRM prior to the

rate study, which TCMUD 12 argues relates to WRM's autonomy and whether WTCPUA

unduly influenced the rate study. 16

The WTCPUA repeats its objections to this request on the grounds of relevancy and

incorporates its arguments related to relevance made in its Response for RFIs 3-1 and 3-2, above.

The engagement letter between WTCPUA and WRM, the supporting proposal materials, and

documents by or between WTCPUA or its participants related to the engagement of WRM are

not relevant to the final wholesale water treatment rates that the WTCPUA adopted on

November 21, 2013, or the final report of Ms. Heddin.

TCMUD 12 also argues that the requested document may show discrimination between

wholesale customers. However, an engagement letter for a rate consultant and other related

documents have no bearing on whether a wholesale water treatment service rate charged to one

of WTCPUA's wholesale customers is discriminatory as compared to the wholesale water

treatment service rate charged to other WTCPUA wholesale customers. In in response to RFP 2-

1 2, WTCPUA has already provided TCMUD 12 the final analysis pertaining to the wholesale

water treatment service rates charged to each of WTCPUA's wholesale water treatment service

customers. The WRM engagement agreement and other requested documents are wholly

irrelevant to the issue of whether there is any discrimination in the wholesale water treatment

rates that were ultimately adopted by WTCPUA, and WTCPUA's objection should be sustained.

16 TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for
Information at 5 (Oct. 7, 2014).
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D) TCMUD 12 RFI 3-6 Please refer to Attachment 2, which is an email from Nelisa
Heddin to several individuals including PUA Manager Don Rauschuber, dated May
10, 201 [3] that was provided to TCMUD No. 12 by Hays County in response to an
earlier discovery request from TCMUD No. 12, Bates stamped "Hays Co. - 441." As
produced by Hays County, that email contains as an attachment a 110 page
document titled "05 10 13 DRAFT Rate Study Model - Volumetric Rates.pdf." Page
59 of 110 of that document is "Schedule 26 - 2014 System-Wide Cost Allocation"
which is Bates stamped "Hays Co. - 500." A copy of that page is included in
Attachment 2.

a) Admit or deny that page 59 is indeed a page from the document titled "05
10 13 DRAFT Rate Study Model - Volumetric Rates.pdf" attached to
Nelisa Heddin's email dated May 10, 201 [3].

b) If the PUA contends that page 59 is not a page from the document titled
"05 10 13 DRAFT Rate Study Model - Volumetric Rates.pdf" attached to
Nelisa Heddin's email dated May 10, 201[3], please provide a copy of that
email attachment or if previously provided [by] the PUA, identify the
Bates page range where the document may be found.

c) If the PUA contends that page 59 is not a page from the document titled
"05 10 13 DRAFT Rate Study Model - Volumetric Rates.pdf" attached to
Nelisa Heddin's email dated May 10, 201[31, please identify the document
from which this page is taken and provide a true and correct copy of that
document.

d) Please refer to Schedule 26, which is on page 59 of 110 provided as part of
Attachment 2 and provide any documents supporting the 9% allocated
water loss for TCMUD No. 12 as shown in Schedule 26.
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TCMUD 12 RFI 3-7 What is the PUA's assumed raw water loss percentage
allocated to TCMUD No. 12 for water transported between the LCRA intake point
and the water treatment plant? Please provide any documents supporting that raw
water loss assumption. If the assumed percentage for raw water loss has changed or
was different as certain times, please identify each assumed raw water loss
percentage and the dates during which that assumed percentage was used.

TCMUD 12 RFI 3-8. What is the PUA's assumed treated water loss
percentage allocated to TCMUD No. 12 for water transported between the water
treatment plant and TCMUD No. 12's delivery point? Please provide any
documents supporting that treated water loss assumption. If the assumed
percentage for treated water loss has changed or was different as certain times,
please identify each assumed treated water loss percentage and the dates during
which that assumed percentage was used.

The WTCPUA continues to object to these three RFIs on the grounds that they request

documents that are not relevant to the public interest proceeding and are not likely to lead to the

discovery of admissible evidence that is relevant to the subject matter of the pending action, as

required by TRCP 192.3(a) and by PUC PROC. R. 22.141(a).

In response, TCMUD 12 argues that the requests seek information related to raw and

treated water loss assumptions by the WTCPUA that are relevant to determine what WTCPUA is

charging TCMUD 12 under the contract and whether the inclusion of charges for lost water is a

change in methodology.17 The WTCPUA repeats its objections to this request on the grounds of

relevancy and incorporates its arguments related to relevance made in its objections to RFIs 3-1

and 3-2, above. A specific water loss percentage is part of the WTCPUA's cost of service, and

based upon P.U.C. SUBST. R. 24.133(b), is not relevant to the public interest criteria analysis.

Contrary to TCMUD 12's assertion, a change in water loss percentage does not represent

a "change in methodology" as contemplated by SuBST. R. 24.133(a)(3)(C). Rather, a change in

the computation of the revenue requirement or rate from one methodology to another refers to

17
TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for

Information at 5-7 (Oct. 7, 2014).
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looking at the revenue requirement on a cash basis or utility basis. Water loss percentages are

completely irrelevant to choosing between those two methodologies for setting a revenue

requirement.

Therefore, the WTCPUA's objections to these three RFIs should be sustained.

E) TCMUD 12 RFI 3-9. Please see Attachment 3, which is Page 9 from a May
30, 2014 invoice from Lloyd Gosselink Rochelle & Townsend, P.C., provided by
Hays County in response to an earlier discovery request from TCMUD No. 12 and
Bates stamped "Hays Co. - 1979." Please provide the "spreadsheet of wholesale
customer contracts" identified in that invoice. If this spreadsheet has previously
been produced by a party to this proceeding, please identify the relevant discovery
response and pages.

A. Relevance Objection

The WTCPUA repeats its objections to this request on the grounds of relevancy and

incorporates its arguments related to relevance made in its Response for RFIs 3-1 and 3-2, above.

TCMUD 12 argues that the document sought is relevant in that it pertains to the WTCPUA's

contracts with other wholesale customers. However, RFI 3-9 seeks a document created after the

WTCPUA adopted its wholesale water treatment rates on November 21, 2013, and which does

not pertain to the subject matter of this contested case hearing.

Additionally, TCMUD 12 asserts that the fact that the documents were created after the

rates were set is immaterial because the document may show contract amendments prior to or

contemporaneous with the rate change.18 However, only the existing contracts are relevant to that

inquiry, and such contracts were already provided to TCMUD 12 in RFP No. 1-10.

18
TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for

Information at 7-8 (Oct. 7, 2014).
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B. Attorney-Client Privilege

The requested document is not only irrelevant, but its contents are protected by attorney

client privilege.

Leizal Basis: Under the attorney-client privilege, "a client has the privilege to refuse to

disclose and to prevent any other person from disclosing confidential communications made for

the purpose of facilitating the rendition of professional legal services to the client: (A) between

the client or a representative of the client and the client's lawyer or a representative of the

lawyer; (B) between the lawyer and the lawyer's representative; (C) by the client or a

representative of the client, or the client's lawyer or a representative of the lawyer, to a lawyer or

a representative of a lawyer representing another party in a pending action and concerning a

matter of common interest therein; (D) between representatives of the client or between the client

and a representative of the client; or (E) among lawyers and their representatives representing the

same client."19 Therefore, the attorney-client privilege protects from disclosure all confidential

communications that fall within the scope of representation provided by the attorney to the

client, so long as the client has not waived this privilege.

Factual Basis: The document that has been withheld by WTCPUA is a document

created by counsel for WTCPUA, Lloyd Gosselink, for WTCPUA to assist the WTCPUA with a

matter under which Lloyd Gosselink has been engaged by WTCPUA. WTCPUA timely

submitted this document for in camera review on October 13, 2014.

Therefore, the WTCPUA's objections and assertion of privilege should be sustained.

19 TEX. R. EVID. 503.
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F) TCMUD 12 RFI 3-11. Please provide any studies or documents which sought
to estimate the market value of the system which the PUA acquired from the LCRA
prior to the PUA's acquisition.

The WTCPUA continues to object to this request on the grounds that studies or

documents estimating the market value of the WTCPUA's water system are irrelevant to the

public interest criteria under P.U.C. SUBST. R. 24.133(a). TCMUD 12 argues that documents

that sought to estimate the market value of the system will somehow demonstrate changed

conditions under PUC SUBST. R. 24.133(a)(3)(B).20

The WTCPUA repeats its objections to this request on the grounds of relevancy and

incorporates its arguments related to relevance made in its Response for RFls 3-1 and 3-2, abov ^.

Documents providing hypothetical estimates of the market value of the water system have no

bearing on the actual price that WTCPUA paid for such system; and the actual price paid by

WTCPUA for the water system is the element that drives the portion of WTCPUA's wholesale

water treatment rates that corresponds to annual costs relating to the purchase of the water

system from LCRA.

Further, documents regarding the market value of the WTCPUA water system go to the

costs of such system, which is directly related to the WTCPUA's cost of service. TCMUD 12

argues that it is seeking to establish a "baseline" from which the claims of changed conditions

can be evaluated.2 i Such an inquiry is inappropriate here, as it ' only pertains to the cost of

providing the service, and not to any public interest inquiry.

Therefore, the WTCPUA's objections should be sustained.

20 TCMUD 12's Motion to Compel the WTCPUA responses to TCMUD 12's Third Request for
Information at 8 (Oct. 7, 2014).

21
Id
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III. PRAYER

WHEREFORE, PREMISES CONSIDERED, the WTCPUA requests that TCMUD 12's

Motion to Compel be denied and the WTCPUA's objections sustained for the reasons stated

herein. The WTCPUA also requests any other relief to which it may show itself justly entitled.
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Respectfully submitted,

LLOYD GOSSELINK ROCHELLE &
TOWNSEND, P.C.
816 Congress Avenue, Suite 1900
Austin, Texas 78701
(512) 322-5800
(542 472-0532 x)

DAVID J. IN
State Bar No. 24041257

GEORGIA CRUMP
State Bar No. 05185500

MELISSA LONG
Texas Bar No. 24063949

ATTORNEYS FOR WEST TRAVIS COUNTY
PUBLIC UTILITY AGENCY

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing document was transmitted
by fax, e-mail, hand-delivery and/or regular, first class mail on this ^'day of October, 2014, to
the parties of record.

DAVID J. ILLEE _
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Exhibit 1

(b) services of the professional, technical, skilled and unskilled persons and
firms engaged by or associated with the PUA, other than PUA staff personnel, together
with their reimbursable expenses paid or required to be paid by the PUA;

(c) salaries of the PUA's staff attributable to the System or the Bonds based
on time expended, as documented or reasonably estimated by the President of the Board
of Directors of the PUA;

(d) the costs of preparing applications for and obtaining all approvals and
authorizations required for the System or the Bonds from the regulatory authorities
having jurisdiction;

(e) the cost of property casualty and public liability insurance, including any
insurance deductible charged to or required to be paid by the PUA;

(f) all costs incurred in litigation involving or relating to the System; and

(g) any and all other costs and expenses, including out-of-pocket expenses,
incurred by the PUA attributable to the System or the Bonds, whether enumerated above
or not.

"Participant's Account" shall mean the account held by the PUA on behalf of each
Participant for deposit of payments received from such Participant's customers.

"Participants" means any public entities that may participate in the PUA from time to
time, after adoption of the Concurrent Ordinance or Order in accordance with Section 572.053,
Local Government Code, including the City, the County and MUD 5.

"Participant's System" means and includes (i) a Water Participant's waterworks
distribution system or combined water distribution and wastewater collection system, (ii) a
Wastewater Participant's wastewater collection system or combined water distribution and
wastewater collection system, and (iii) all future extensions, improvements, enlargements, and
additions thereto, including, to the extent permitted by law, reclaimed water systems within such
Participants' waterworks distribution system or wastewater disposal system, and all replacements
thereof; provided that, notwithstanding the foregoing, and to the extent now or hereafter
authorized or permitted by law, the term Participant's System shall not include any waterworks
distribution facilities or wastewater collection facilities which are hereafter acquired or
constructed by such Participant with the proceeds from the issuance of "special facilities
obligations" and which are declared by a Participant not to be a part of such Participant's
System, which are hereby defined as being special revenue obligations of such Participant which
are not secured by or payable from the net revenues of the Participant's System, but which are
secured by and are payable solely from special contract revenues, or payments received by the
Participant, or any combination thereof, in connection with such facilities; and such revenues or
payments shall not be considered as or constitute gross revenues of the Participant's System,
unless and to the extent otherwise provided in the order, ordinance or resolution authorizing the
issuance of such "special facilities obligations;" and provided further that, except with the prior
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Exhibit 1

approval of the Board of Directors of the PUA, no such facilities may be connected to the
System.

"Participant's Utility Bonds" means the appropriate Participant's bonds and notes
outstanding from time to time, if any, secured by a lien on and pledge of the net revenues of the
Participant's System or any part thereof, regardless of lien priority.

"Permitted Liens" means:

(a) the rights reserved to LCRA in the System and its revenues in the
Purchase Contract;

(b) minor irregularities, charges, liens, encumbrances, defects, easements,
licenses, rights-of-way, servitudes, restrictions, mineral rights, and clouds on title which,
in the opinion of counsel to the PUA, a copy of which shall be forwarded to each of the
Participants, do not materially impair the use of the System for the purposes for which it
is designed;

(c) easements for roads (as used in this Agreement, the term "roads" shall
include, without limitation, streets, curbs, gutters, drains, ditches, sewers, conduits,
canals, mains, aqueducts, aerators, connections, ramps, docks, viaducts, alleys,
driveways, parking areas, walkways, and trackage), utilities (which for purposes of this
Agreement shall include, without limitation, water, sewer, electricity, gas, telephone,
pipeline, railroad, and other collection, transportation, light, heat, power, and
communication systems) and similar easements and other easements, rights-of-way,
rights of flowage, flooding, diversion or outfall, licenses, restrictions, and obligations
relating to the operation of the System which, in the opinion of counsel to the PUA, a
copy of which shall be forwarded to each of the Participants, do not materially impair the
use of the System for the purposes for which it is designed; and

(d) rights of the United States or any state or political subdivision thereof, or
other public or governmental authority or agency or any other entity vested with the
power of eminent domain to take or control property or to terminate any right, power,
franchise, grant, license, or permit previously in force.

"Point(s) of Entry" means the point(s) designated in Exhibit B to this Agreement where
wastewater will be received from Wastewater Participants into the System.

"Proportionate Share of the Annual Payment" shall be determined in accordance with the
procedures described in Exhibit A hereto.

"Prudent Utility Practice" means any of the practices, methods, and acts, in the exercise
of reasonable judgment, in the light of the facts, including but not limited to the practices,
methods, and acts engaged in or approved by a significant portion of the public utility industry
prior thereto, known at the time the decision was made, that would have been expected to
accomplish the desired result at the lowest reasonable cost consistent with reliability, safety, and
expedition. It is recognized that Prudent Utility Practice is not intended to be limited to the

6
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