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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

0
Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) version: 20070403
8:34 AM
29-Apr-10
RETURN 69,643
INTEREST 3,863 (TOTAL INVESTED CAPITAL * WEIGHTED AVERAGE LT DBBT)
TAXABLE INCOME 65,780
TAX CALCULATIONS FYE 07-01-87
RATE BRACKET SURTAX
15% 0 - 50,000
25% 50,001 - 75,000 5,000
34% 75,001 - 100,000 11,750
39% 100,001 - 335,000 16,750
34% 335,001 -
USE THE FOLLOWING RULE TO DETERMINE THE APPROPRIATE TAX BRACKET:
IF TAXABLE INCOME (RETURN - INTEREST) IS:
0-42,500 USE 15%
42,501 - 61,250 USE 25%
61,251 - 77,750 USE 34%
7,751 - 221,100 USE 39%
221,101 OR OVER USE 34%
THE THE TAX AND THE
TAX INCLUDING SURTAX
INCOME IF TAXABLE RATE THE SURTAX EXEMPTION
RANGE INCOME IS IS EXEMPTION IS IS
0 -42,500 0 0,00% 0 0
42,501 ~ 61,250 [ 0.00% 0 0
61,251 -77.150 65,780 34.00% 16,084 11,750
77,751 - 221,100 0 0.00% 0 0
221,100 ~ 0 0.00% 0 0
Total 63,780 34.00% 16,084 11,750

ATTACHMENT EP-12
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Revenue Generatad by Proposed Rates

The Retreat/White Biuff
RATES

Bass Rate
518" S 39.00
1" §7.50
112" 195.00
2" 312.00
3" 585.00

Volumetric Charge per tisr
03,000 2.00
3,000 - 10,000 2,75
10,000 - 15,000 3.80
16,000 - 20,000 5,25
20,000 + 7.25

No. of Meters (Dec. 2007)

5/8" 585
1" 18
1 172" 9
2" 10
3 -
Total 622
Galions Bliled
0 - 3,000 2,570,087
3,000 - 10,000 15,864,812
10,000 - 15,000 9,930,078
15,000 - 20,000 8,410,509
20,000 + 52,652,017
Total . 89,427,504
REVENUE
Base Rate
5/8" $ 273,780
1" 21,060
11/2° 21,060
2" 37,440
3" -
Total revenus generated by base
rates $ 353,340

Volumefric Revenue

0 -3,000 5,140
3,000- 10,000 43,628
10,000 - 15,000 37,734
15,000 - 20,000 44,155
20,000 + 381,727
Total revenue genherated by
Volumetric Usage 512,385
Reveue Generated by Proposed
rates $ 865,725
Revenue Required 752,618
Over / (Under) Recovery $ 113,107

-13%
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Buddy Garcla, Chairman

Larry R. Soward, Commissioner

Bryan W, Shaw, Ph.D., Comimisstoner
Matk R. Vickery, P.G, Executive Director

TExAS COMMISSION ON ENVIRONMENTAL QUALITY
Prolecting Texas by Reducing and Preven ting Pollution
July 10, 2009

TRANSMITTED BY
FACSIMILE: 214/706-782%

M. Randy Gracy, President

Double Diamond Utilities Co.

10100 North Central Bxpressway, Suite 600
Dallas, Texas 75231

Re: ~ Water Rate/Tariff Change Application of Double Diamond Utilities Co., in Hill, Palo
Pinto, and Johnson Counties, Texas; Certificate of Convenience and Necessity No.
12087, Application No, 36220-R :
CN: 600672349 'RN: 101458115

Desar Mr. dracy:

This letter is to inform yéu that Mr Brian Dickey and I will be visiting your office on Tuly 22-23,

2009, to perform an audit/review of the books and records for Double Diamond Utilities Company,

Inc., (DDU). Failure to provide this information may regult in disallowance of the unsupported

expenses.

The scope of the andit will include picking up copies of therequested information and a review of
records and documents supporting the cost of service. During the audit, you may be required to

* produce books, files and any other docurnents related to the application. We will need to review the
following records in support of the application regarding the mtility's cost of providing service for the
test year, Pleaseprovide therecords requested below in support pfthe application regarding DDU's
cost of providing service. Unless otherwise specified, the requested records are for the test year,
January 1, 2007 through December 31, 2008:

1. Copies of the general ledger for each water systern. If the general ledger includes water and
sewer wiilities, please provide expenses for each utility;

2, Copiés ofthe Balance Sheet and Profit and Toss Statements;
3. Copies of W-2s and 1099s for salaries and contract services;

4, Copies of the employee’s timeshests and work orders;

P.0.Box 13087 © Anstin, Texas 78711-3087 * 512-239-1000 ° Internet address: www.tceq,state.bius
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5. Copies of organizational charts to include pavent and affiliated companies; |

8. Provide the name of employees as described on Attachment 3. For each individual identified
in attachment 3, please provide:
a. the beginning and ending dates of the individval's employment;
b. thepercentege of the individual’s time devoted to workuing for the utility fon each water or

sewer system and non wtility;

7. For each notes listed in Attachment 9, please provide copies of the signed notes payabie to
Double Diamond Delawars, Inc.;

8. Copies of income tax returns if DDU files its own income tax rsturn, or the parent company’s
income tax return;

9. Please identify all companies or-businesses owned, in wholc or in part, or affiliated with
DDU at any time from 2000 to the present;

10, Copies of coupons of the 1% regulztory assessment paid to TCBQ paid in 2008, and 2009;

11, Copies of all contracts with any affiliated companies, and contract services performed by
outside contractors, if any; .

12.  Copies of invoices to support the amount listed on page 14 of the application, Section Vi-
Utility Income & Expense Information-Water::
a, Purchased Water for $10,845. Please indicate the amount approved by the
Commission for pass-through thru rates, if any; -
Chemicals and treatment for $10,050;
Utilities for $132,249;
Repairs & Maintenance for $387,723;
Office Pxpense for $28,774;
Accounting snd Legal for $28,774. Please indicate the amount incurred for services
rendered in comnection with compliance and enforcement, CCN and STM
applications that are included in this amount;
Tnsurance for $28,479;
Rental agresment for the office space occupied by DDU's headquarters. If DDU
shares this space with affiliated or subsidiary companies, please provide the square
footage utilized by DDU;,
i Property and other taxes for $5,806;

mo po o

e

13,  Calculation of return worksheet;

14, General Iedger or list of expenses for Allocated Resort Overhead — Mlscellaneous in the
amount of $35,621, and supporting invoices or documentation;
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15,  Please explain in detail the water tap expense — M1sce]1aneous in the amount.of $58 835.
What ¢osts are included in this amount?

16. For each water and sewer system that DD provide utility service, please Iist all meter sizes :
¢ for condos, resorts, hotels, restaurants, golf course, boat ramps, irrigation meters, efc., owned . i
by DDU’s parent or its parent companies. Please include the address for each meter and .

galions consumed for 2007 and 2008.

17.  Copies of the Chart of Accoumts for all systems. . - ' .

18. A copy of all invoices for the water asset including the kmown additions listed in the Water
Application;

19,  Electronic copy in excel format of the monthly summary of water gallons billed, pumped,
and purchased for each system listed in the Application; i

20.  Thenumber of active water conmections for each subdivision listed in the Application at the
beginning and the end of the test year; .

21, ‘Copies of DDU's customer complaint log and the resolunon of each complamt wh.tch ‘
occurred diring the test year; . . . :

22.  Please explain in detdi] how the last raie increase was used, which systems beneﬁted,.?and
what work, if any was completed; . LA

iy

23, Monthly summaxy of water gallons billed and customers, for 0 to 999 galions, 1,000to0 1,999
* galloms, 2,000t 2,999 gallons, 3,000 to 3,999 gallons, 4,000t0 4,999 gallons, 5,000t 5,999 ,
gallons, 6,000 to 6,999 gallons, 7,000 to 7,999 gallons, 8,00010 8, 999 gallons, 9,000 to 9,999 |
gallons, 10,000 10 10,999 gallons, 11,000 to 11,999 gallens, 12,00010 12,999 gallons, 13,000 '
to 13,999 gallons, 14,000 to 14,999 gallons, 15,000 to 15,999 gallons, 16,000 to 16,299
gallons, 17,000 to 17,999 galions, 18,000 to 18,999 gallons, 19,000 to 19,599 gallons, 20,000
gallons thereafter,

24,  Please provide all work papers used in calculating the proposed rate for the Refreat, and -
Whm: Bluff systems;

25.  Please provide all work papers used in calculating the proposed tate for the Cliffs
’ subdivision;

26.  Please provide the total number of taps installed during the test year;
27.  Please provide supporting documentation for the proposed $30,00 returned check charge;

28.  Please provide supporting documentation for the $525.00 tap fee;
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29.

30.

32.

33.

34,

35.
36.
37.

" the test year for each system.
38,
39.

40.

41,

Mr. Randy Gracy, President
Page 4
July 10, 2009

Page 15 of the application indicates that thers are 828 active connections. Does this number
also include all taps which Double Diamond, Inc., is using to provide service to any of their
facilities such as the conference oenters, sales offices, hotels, and stc;

Tor each subdivision please provide the local address where customers can pay there biils;

Please provide an inventory of the water utility plant being used to provide water service that
was paid for by the development company Double Diamond Inc or any developer;

Copies of organizational charts to include parent and affiliated companies;
A copy of & few of the customer bills showing meter consumption;

Please explain in detail all the factors that were considered when designing the proposed
water rates. .

Please list all inventory being used to provide water or sewer service that was paid for by
developers. Please include installation dates and the original cost of the water utility plent,

For apy item listed in ‘the depreciation schedule that has been trended, please provide
documentation showing that the asset was paid for by the ufility, by any developers, or by
customer contributiops in aid of construction.

Please explain how you have ghown or will show-that fhe Application reets the requirements
of Texas Water Code § 13.145.

Please provide a separate depreciation schedule listing each individual asset for the Retreat,
‘Whits Bluff and The Cliffs. Provide a paper copy and an electronic copy in exeel format.

Please provide the total gallons of sewage treated and total gallons billed to the customers for

Please provide the latest inspection reports for all the water and sewer systems that areinvolved
in this rate case. .

Please provide an electronic copy in oxcel format of attachment 5, attachment 6, attachment
9, attachment 10, aitachment 11, and attachment 12, .

Please provide copies of the geners! ledger for all interest expenses and penalties that are
included in the cost of service. Include the name of the payee and the purpose.

Please provide a copy of the documentation showing how the Applicant calculated the
revenue increase listed in the notice. Tnelude the breakdown between water and sewer.
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42.

43.

45,
46.
47.
48,

49.

50.

51.

52.

Please provide an electronic copy in excel format the monthly reports detailing the total i
gallons of water pumped and tote] gallons of water bilied to the customers for the test year

for each system.

Dlease };rovide an electronic copy in excel format of your number of customers by rate

classification and meter size by month for the test year. Pleass provide an electronic copy in

excel format of the volumetric usage by month for the test year for each rate classification
and meter size.

Please provide 2 coﬁy of all invoices (showing installation dates, original costs, and
capacities) for' the assets listed in the depreciation schedule in the Application. Please
differentiate in your answer whether the asset arount was paxd for by the utility, developer

or oustomer

Please prowde e list of all items that were ﬁna.nced by ag affiliate of you- and note the

corresponding affiliates’ name.

o

Please prov1de a list of all ltams ﬁnanced by customer contnbutxons and the cugtomers’ax.
names. N

Please provide a list of items financed by developer contributions and identifythe . we
developers. .

. Please provide copies of the “Rate of Retun Workshest” that wes used to caloulate the 12

% return requested in the apphcauon

For any item listed in the depreciaﬁon schedule thit has been trended, please provide a copy
of the documentation showing that the asset was paid for either by the utility, by any
developers, or by customer contributions in aid of construction. .

Please provide 2 copy of an excel worksheet of the individual essets which formulate the
different categories listed in the water depreciation schedule,

Please provide a copy of all deteiled workpapers, cost studies, or other data suppotting all
proposed tariff changes, adjustments to revennes, expenses, rate base, and other supporting
data to the Application. Please provide computer files containing schedules for all
computer-based caloulations.

Pleage provfde a copy of your Cost Allocation Study and support for any proposed changes
in rate design,
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53. Provide copies of all work papers, preliminary work papers, draft work papers, internal
correspondence, emails, electronic spreadshests, or other computer rate-related studies
including plent and equipment schedules prepared by the applicant to caloulate the water
Known and Measurable change in annual depreciation of (§61,475) claimed in the original
application in column 2 teble VI A.

54. Provide copies of all work papers, preliminary work papers, draft work papers, internal
correspondence, emails, electronic spreadsheets, or other computer rate-related studies
including plent and equipment schedules prepared by the applicant to caleulate the water
annual depreciation of $137020 claimed in the original application and the revised
application in column 2 table VI A.

Ifyou have any further questions, please contact meat 512/239-5367 or Mr. Brian Dickey at (512)
238-0963, or if by written cozrespondence, include MC 153 in the letterhead address,

Sincerely,

EI;ZN %ascua, taélitor '

Utilities & Districts Section
Water Supply Division
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Buddy Garcia, Chairman

Larry R, Boward, Commissioner

Bryan W, Shaw, Ph.D., Commissionar
Matk R, Vickery. P.C., Bxecutive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protacting Taxas by Reducing and Preoentig Polution
July 10, 2008

TRANSMITTED BY
FACSIMILE: 214/706-7829

Mr. Randy Grasy, President

Double Diamond Utilities Co.

10100 North Central Bxpressway, Suite 600
Dallas, Texas 75231 . ’

Re:  Water Rato/Tarity Change Applicstion of Double Dismond Utflities Co.. in Hill, Palo
Pinto, and Johnson Counties, Texes; Certificats of Convenience ansd N goessity No,
12087, Application No. 36220.R S

CN: 600672349 RN 101438115
Dear My, Graty:

This letter is to inform you that M, Bri*.n Diékey and I will be visiting your office on July 22-23,
2008, to perform an audit/review of the books and records for Double Diamond Utilities Company,
P Ine,, (DDU). Failure to provide this information may yesult in disllowanse of the unsupported
. expenses. :

The scope of the audit will include picking up copies of the tequested jnformation and & review of

: * records and dosuments supporting the cost of service. During the audit, you may be required to

I . " produce books, files and anty other documents related o the application, We willnged toreview the

' : following records in support of the application regarding the utllinys cost of providing service for the

test year, Ploase provide the records requested below in suppost of the application regarding DDU's

cost of providing servios, Unless otherwise specified, the raquested records are for the test year,
Jetruary 1, 2007 through December 31, 2008:

L Copies of the gencral ledger for sach water system, Ifthe zenera] ledger includes water and

4D
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Buddy Garcla, Chairman

Larry R. Soward, Commissioner

Bryan W, Shaw, Ph.D., Commissionar
Mark R. Vickery, P.G.. Executive Director

| .\

File PWS 1820061/CO
CN600672345
RN101265213

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing end Preventing Pollution

Merch 31, 2008
Mr. C. Ragjan Mehta, P.E.
Mehts West Brashear Group LLC
4141 Blue Lake Circle, Suite 133
Dallas, Texas 75244
Subject: Request for an Exception to Use HF Membranes as Prefreatment for RO Membranes
. HF Membrane Pilot Study Report ' .
The Chffs - PWS ID #1520061

Palo Pinto County, Texas

Dear Mr. Mehir:.

We have reviewed the hollow-fiber (HF) uitrafiltrstion (UF) membrane fltration pilot study report
received with your cover letter dated December 13, 2007. The pilot study was conducted at The Cliffs
existing surface water freatment plant (SWIP) and reverse osmosis (RO) membrane plant loczted on
Possum Kingdom Lake, Two HF membrane units. cach containing five (5) Norit X-Flow SXL 225 PVC
0.8 URFC HF UF membrane modnles -were piloted in front of the existing two pressure filters that
curfently provide feed water to the RO membrane units. The use of treatment processes and equipment
for the treatment of surface water in Heu of the minimum specifieations in 30 TAC §290.42(d) are
considered innovative technologies as specified in 30 TAC §290.42(g) and are reviewed as exceptions

under 30 TAC §290.29Q).

Yonr cover letter states that the pilot study protocol accepted in our lefter dated August 31, 2007,
was modified to include data collection only for' replacing the existing pressure filters as
pretreatment for the RO membranes and not for pathogen removal credit and blending with the
RO permeate a5 originally propesed. Your pilot study report was reviewed based on this modification
and request. However, this modification generated several concemns based on the Texas Commission on
Environmental Quality’s (TCEQ) recent rule tevisions to Subchapter D and F of 30 TAC §250. These
rule revision regarding design, operation and removal credits for SWTPs using membrane filtration and
other treatment processes were to comply with the US EPA’s Long Term 2 Enhanced Surface Water
Treatment Rule (LTZESWTR). The TCEQ's, concems are addressed in this letter after our response to
your exception Tequest to use coagulation and direct HF.UF membrane filtration in liet of oonventiong]
prefreatment (coagulation, wmixing, flocculation and sedimentation/clarifications) as required in 30 TAC
§290.42(d) for systems treating surface water, .

Based on our review of your submitted pilot study report, we are unable o complete our review and are
denying your request for an exception at this time. Please clarify and provide the foliowing information
and data. All of the requested data needs to be in hard copy form 1o facilitate our review, Electronic data
may not be submitied in lieu of hard copies. Please note that the Excel file for Stage I filtrate turbidity
conteins days for Stage I Graphs should be originals, in color and all reported date is to be in English
unts, not metric, Failure to provide the requested data will result in the TCEQ denying the requested
exception to replace the pressure filters with coagniation and HF UF membrane modules.

DO B 187 @ Auckin Tovae 7R711-A0R7 & F1298G10M1 ¢ Tniermst addvese: wunofren siate tr uec
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1, Provide a detailed flow diagram of the piloted treatment train identifying all flow monitoring
devices, chemion] injection points, water quelity monitoring points, pumps, treatment equipment
pre and post to the HF UF membrane units. This flow diagram needs to start at the raw water
purnps and end at the high service pumps. Include all raw water reservoirs or siorage tanks and
intermediate storage tanks with their volumes and corresponding hydraulic detention times for
each piloted flow rate. The provided copies must be legible. The Layne drawing on Page 4 of
your letter we recsived was not readable.

2, Provide all dats on the different coagulant dosages used during the pilot study and the dates
whenever the dosages were modified. .

3. Provide a detailed operation of each beckwash and chemical enhanced backwash (CEB)
procedure used during the pilot study and when the procedures were modified. The durations a
HF UF membrane unit was out of service for a backwash or CEB mmst be inclusive of all time,

protocol, your pilot study protocol needad to be amended to include the pi level and disinfectant
residual during at least one backwash each day. Please provide the pH and disiafectant residual

information.

Your report included the chemicals to be used for CEBs, 6.0-percent sodium hypochlorite ang 32-
percent muriatic acid, but not the chlcrine residual and pH levels of the CEB sciutions during the
pilot smdy. ¥t is noted that Item #7 of Section 1.3-Cleaning Procedure Data of your report
references an Appendix G for pH evels of the CEB solution. There was not an Appendix G with
the pilot study report received by TCEQ. This section of your pilot study report also stated that
backwash flow rate data was in Appendix C and baclowash duration date was in Appendix D, but
this data was not found in either Appendix during our review. ]

4. Provide historical data, preferably five years, for the daily raw water twrbidity levels experienced
by the existing SWTP. Include a table showing the minimum, average, 93-percentile and
maximum levels of the historical data in & comparison fable to the same raw water turbidity levels
during the 90 days of piloting. ¥t is noted that our letter accepting the pilot study protoco] stated
that the protocol had to be amended to include piloting of a turbidity spike if conventional
pretreatment was o not be included and a raw water tuwbidity event representative of the
Trstorion! high raw water furbidity level did not osour as a tesult of 2 fain event during Stage IT

piloting.

5. .As stated in 'our. letter acoepting the pilot study protocol, provide the dates, durations and amounts
of rainfall during the pilot study.

6. Provide the necessary quantity of RO membrane feed water required to meet the TCEQ'’s
minimum required capacity of 0.6 gpm per connection based on the existing RO membranes’
TCEQ approved net permeate production, permeate flux rate and rejected concentrate,

7. Bxplain how you amived at & maximum recommended instantaneous filtrate flux of 60.0 gallons
per square-foot per day (2f8). Based on our review of the submitted tebles end graphs, we did not
find where the pilot study verified e continnous instanteneous filirate flux rate of 60.0 gfd for the
piloted HF UF membrane modules. A HF membrane unit, or any other treatment process, must
be piloted at, or greater than, the requested loading rate during simulated full-scale operation for
at least 30 days. Besed on our review this did not ocour. Reported fhux rates at ambient

such sequencing of valves, & tnit was off line. As stated in our letter accepting the pilot study *
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10,

1L

12,

13,

14,

temperatures for HF UF membrane units A znd B were never greater than spproximately 52 gfd
and were less than 10 gfd on several ocoasions during Stage I and I piloting,

As pretreatment units, the TCBQ still st have piloted data for this sits-specific feed water
gquality supporting the required capacity for the proposed HF UF membranes. Then the TCEQ
can then determine the minimum number of EF UF Norit X-Flow membrane modules necessary
end verify that the minimum treatment capacity requirerent for this SWTP will be met.

Provide a graph showing the instantaneous HF UF membrane filtrete flux rates and corresponding
feod water temperatures for the pilot study period. . , :

Explain how feeding ferric chloride reduced oreliminated the HF UF &nd RO membrane feed
water problems encountered during pilot study rainfall events.

ince the resulting purpose of the HF UF membrane pilot study was to develop an acceptable RO .

membrene feed water quality, provide silt density index (SDI) data for the HF UF membrene
filtrate during the pilot study and historical SDI date for the existing pressure filters in &

comparison table.

Tnolude data for any oleaning of the JF UF and RO membranes that oocurred as & result of
reinfall events and inoreased total suspended solids (TSS) noted in Item “g” on Page 12 of your
submittal, ‘ : B

Tnclude specific date as to when the ferric chloride pretreatment began, the dosages piloted,
injection point or points, mixing equipment, flocculation hydraulic detention time and subsequent
monitoring indicating that this process rosulted in the reduction of the fouling in of the HF UF
and RO merbranes end the TSS reduction in the HF UF membrane filtrate,

Taclude &1l equipment calibration xecords for analytical equipment during the pilot study. This
includes both benchtop and onlifle continuous monitoring equipment. Inclade documentation

verifying that the flow indicating devices were calibrated with.the 12 months prior to startup of

the pilot study and documentation for any that were calibrated during the pilot study.

Your report states that the HACH FilterTrac 660 was calibrated at the factaiy ard only requiréd
by the manufacturer to be recalibrated once every thres months or after & significant repair. The
TCEQ requires fhis piece of online menitoring equipment to be calibrated in accordance with our
reguirements in accordance with 30 TAC §29046(s)(2)(B) during & pilot study. This was also
noted our pilot study protocol aceeptance letter whioh referenced Item X.A: of our Review of
Pilot Study Protocols for Membrane Filiration. It is also specified in Item XLA of Review of

ilot Study Re! f ane Filiration.

Submit copies of test pressures and pressure decay rates for each direct integrity test conducted
during fhe pilot study. Include docurmentation for any repair work. when one of the HF UF
membrane units failed a direct integrity test and fhe subsequent direct integrity test that verified
the repair work corrected the problem. Although you are not requesting (and the TCBQ cannot
grant based on the submitted pilot stady report date) pathogen removal credits, the direct integrity
tests tesults verifies the continuous operating condition of each EF UF membrene unit during the

90 days of piloting.
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15,

It was noted during the pilot study that multiple HF UF membrane filtrate turbidity levels greater
than 0.100 NTU cccurred. During Stage I testing, some filtrate turbidity levels exceeded 1.0
NTU. Based on our experisnce and conversations with HF membrane plant operators and
manufacturers, these high turbidity levels indicate a problem with the membranes, szals, potting
or the monitoring equipment. If none of these problems were found to explain these slevated
filtrate torbidity events, then the TCEQ staff has a concern that the proposed HF UF membrane
units camot maintain a consistent acceptable RO membrane feed water quality under varying raw
water qualities. : '

You provided a copy of ASTM Stendard D6908-06, Standard Practice for Integrity Testing of
Water Filtratiop Membrane Svstemg and 2 maximum pressure decay rate of 0.08 bar per minute

(needs to be converted to English units) is allowed to verify a 3.0-micron defect in one Norit X-

ow HF mem ¢ module. However, we were unable to find the ‘test pressares used,
pressure decay rates, water temperatures and times for each direct integrity test of the EF UF
tosmbrane units conducted during the pilot study. Please verify with the membrane manufacturer
that the ebove test pressure is applicable for a direct integrity test of 2 membrane unit containing
snore than one membrane module/element,

Please include your celculations and which corresponding raw water and HF UF membrane
turbidity readings were used for determining the log removal values reported in Figure 3.2 of

+ your report and Appendix B, Please resubmit individnal graphs for HF UF membrane units A

17,

and B showing grephing the results of your caleulations.

Please address conflicts in the approved CT Study treatment train and what was reported in your
pilot study report. Review of ourmost recent CT study letter of April 8, 2003, for The Cliffs
reported that this SWTP had eight (8) pressure filters followed by two 5.6-micon cariridge filters.
Your letter stated that there are currently only two (2) pressure filters and did not list the cartridge
filters, ‘We did not find any correspondence to the TCEQ noting this change in treatment capacity
ag required by 30 TAC §290.39()(1). If there has been & reduction in the nurdber of pressure
filters, provide copies of written TCEQ notice and response to this raduction.

Please provide pilot study or full-scale data demonstrating an RO membrane permeate flux rate
and net permeate production can meet the TCEQ's minimum capacity requirements for this
system if adequate pretreatment is installed. Include what the limiting RO membranes’ feed
water qualities would be, The above referenced CT study letter stated that the TCEQ rated
capacity for this SWIP is only 0.173 MGD. Our most recent Comprehensive Compliance
Investigation indicated this systern has 208" connections which results in 2 minimum required
SWTP capacity of 0.180 MGD, or grester, based on 30 TAC §250.45(b)(2)(B). We db not have
data indicating that the RO membranes can meet this additional loading,

Provide copies of The Cliffs* completed Membrane Monthly Operating Report (MMOR) for the

RO membranes. Please note all SWTPs using membranes for pathogen removal are required to
complete 8 MMOR addendum and submit it with their Surface Water Monthly Operating Report.
If the operetors have failed to meet this requitement, please provide copies of their daily RO
membrane units’ continrous indirect integrity monitoring, weekly direct integrity monitoring data
results and any chemical cleans during the pilot study period, Include the method for each type of
test and TCEQ required calibration of continuous online monitoring equipment, A copy of the
direct integrity test procedure must be included, This data is to verify that the integrity of the RO
membranes was not compromised during the pilot study period.
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TCEQ Concerns Regarding Continued Use of RO Membranes Only for Pathogen Removel Credits

As noted previously, the TCEQ has recently revised our rules to comply with the US EPA's

LT2ESWTR and other recently adopted amendments to the Safe Drmkmg Water Act, In order
for the State of Texas to maintain primacy for public drinking water in Texas, the TCEQ is
required to adopt rules at least as stringent and i m the process of revising onr guidance
docurnents regarding design, operation and remove! credits for SWTPs using membrane filtration
and ofher treatment processes to comply with the US EPA’s LT2Z2ESWTR. Both Subchapters D
and F of 30 TAC Chapter 290 were revised. You may download our new rules from our website

_ atthe addresses below:

" pemsitivity to verlfy the required log Temoval value. With the TCEQ's recent rule revisions we

hitp/fwrwrw.iceg state.be us/assets/ ublic/legalirules/rulos/ dﬂx pdf
hittp:/Fwrww dneq state. x ns/assets/public/legal/mules/rules/ 1b/2903‘" af

The granted ramoval credits for pathogens aze based on the TCEBQ approval of direct infegrity.
‘tests and continuous indirect integrity monitoring methods. Rernovel credits for Giardia lamblia
cysts and Cryptosporidium oocysts will be based on the required continuous indirect inteprity
monitoring of each membrane unit's filtrate/permeate with & Hach Model 660 FilterTrek laser
turbidimeters, or an acceptable TCEQ alterative. The direct integnty test method must use 2 test
pressure with o regolution to deteot at least & 3.0-micron defect in each membrane unit-and 2

ars now accepting the calculations for determining the test pressure level that deteots & 3,0
micron defect for sach vendor’s membrane umit as it i specified in the US EPA’s Membrane
Filtration Guidsnoe Manua] — EPA 815-R-06-009, November 2005, Flease referenoe equations
413 and 4.14 in this menual for RO membrane pressure type direst integrity tests and Equations
4.6 and 4.7 for BF UF membranes. Based on these requirements, data for the TCEQ to review
the CT study and the SWTP operators to complete a required “Membrane Mcrnthly Opm‘aﬁng

.Report" addendom will need to include:

©the e @

a. volume of pressurized air (Vsys) in each’ mcmbrzme it (note: unit not module) dunng e

direot integrity test;
maximum back presswe (BPynay) On each membtane umit, dunng & direct integrity test;

alr-hqmd conversion ratio (ALCR); .

flow of air through the criti¢al breach during a pressure based direot mtegrity test (Q,,,),
flow of water through the critical breach during filration (Queac);

design capacity filtrate/permeate flow (Q,);

smallest rafe of pressure decay that can be reliably measured and associsted with & known
breach during the divect integrity test (AP} and,

h volumettic concentration factor (VCF).

At this time, the TCEQ is continuing to only Tequire a direct integrity test once per week, after
two consecutive S-minute filtrate readings of 0.10 NTU or greater, and after each CIP procedure
with continuous indirect integrity momnitoring of each unit’s filtrate turbidity levels using the Hach
Model 660 FilterTrak laser turbidimeter, or an acceptable TCEQ alternative., However, these
requirements may change for specific membrane filtration SWTPs in the fisture based on the
results of required raw surface water monitoring and any required additional log removal
requirements for pathogens. The TCEQ approved capacity reting for membrane filtration SWTPs
may 2150 be revised at that hme. .

Based on the requiremerts of the US EPA’s LT2ESWTR and TCEQ’s mewly revised rules, each
Texas public water system installing or replacing membranes that are used for microbiological
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Mr. C. Raajan Mehta, P.E.
‘Page 6
November 23, 2008

treatment after April 1, 2012, can continue to receive removal credit for Cryptosporidivm oooysts
and Giardia lamblia cysts if they meet the specifications in 30 TAC §290.42(g)(3)(A) and
§290.111, This will include providmg date for TCEQ review and approval to verify their
membrane's Chellenge Test Log Removal Value (LRVer), Non-Destructive Performanee Testing
(NDPT) method, comrespanding Quality Control Release Value (QCRV) and method for the
Direct Integrity Test Log Removal Value (LR V) as specified in the US EPA's LT2ESWTR and
*“Membraye Filtration Guidance Manual.” It is unclear yet which systems in Texas may be
required to provide additional removal of pathogens until the requived raw surface water sampling
noted above is.complete. Without the above specific membrane dats, the TCEQ may not be able
to continue to grant a membrane SWTP the necessary removal credits for Giardia lamblia cysts

and Cryptosporidium oocysts.
Each public water system using, or planning to use, membranes to comply with the treatment
tschnique requirsments, neede to review the US EPA's LTZESWIR and upcoming TCEQ rule

revisions to ensure that their membrane mamfacturer is pursuing compliance with the future
requirements for their SWTP under the US EPA's LTZESWTR in Texas.

The pilot stady was not conducted to verify the HF UF membranes capaclty of ﬁathogen
removal credit. a

Most systems have not been sble to conduct the required direct integrity tests on RO membranes
that are currently required, )

[ 4

If you have mny questions regarding this letter or if we may be of further assistance, please contact us at
the Ietterhead address or me telephone at (325) 481-8056,

Sincerely,
Ll Wbl

James “Red” Weddell, P.E.

Technical Review & Oversight Team

Public Drinking Water Section - MC 155
Texas Commjission on Bnvirommental Quality

JSW/ay

oc! Mr. Richerd Tuck, Double Diamond Utilities, 10100 N Central Expressway, Suite 600,

Dallas, TX 752314156
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Revenhue Generated by existing Rates

The Retreat/White Bluff
RATES
Base Rate
£/8" $ 30.00
1" 50.10
112" 99.80
2" 155.80
3" 320,00
Volumetric Charge per tler
0- 1,000 -
1,000 - 10,000 1.85
10,000 - 20,000 2.10
20,000 + 4.75
No. of Maters (Dec. 2007)
5/8" 585
1" 18
112" 9
2" 10
3" -
Total 622
. Gallons Billed
0 - 1,000 310,969
1,000 - 10,000 18,123,931
10,000 - 20,000 18,340,587
20,000 + 52,652,017
Total 89,427,504
REVENUE
Base Rate
5/8" $ 210,600
1 10,822
12" 10,789
2" 18,176
3" -
Totai revenue generated by base
ratas S 251,387
Volumetric Revenus
0-1,000 -
1,000 - 10,000 33,529
40,000 - 20,000 38,515
20,000 + 250,097
Totai revenue generated by
Volumetric Usage 322,142
Reveue Generated by Existing rates { 5 573,628
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Revenue Generated by ED Proposed Ratas

7 TheRgiestWhitemf |

RATES
Bege Rate

68" $ 26.52
1" 66.30
1/2" 132.60
2" 212,16
3" 357,80

1

! Volumetric Charge per tier

' 0 --3,000 2.00
3,000 - 10,000 2.75
10,000 - 16,000 3.80
18,000 - 20,000 5.25
20,000 + 7.25

No. of Meters {Dsc. 2007)

58" 585
1" 18
! 14/2" 9
i > 10
! 3 g
: Total ] 622
Galtons Bllied"
0- 3,000 2,570,087
3,000 - 10,000 ’ 15,864,813
10,000 - 15,000 9,930,078
15,000 - 20,000 8,410,509°
20,000 + 52,652,017
Total 89,427,504
REVENUE
Base Rate
578" 186,170
1" 14,321
112" 14,321
2" 25,459
3" ] N

Total revenue generatad by base

rates $ 240,271 ,
Volumetric Revenue
0- 3,000 | 5,140
3,000 - 10,000 43,628
10,000 - 15,000 37,734
15,000 - 20,000 44,155
20,000 + 381,727

Total ravenue generated by

Volumatric Usage ' 512,385
Reveue Gensrated by Propoesed
fates $ 752,856
Revenue Required 752,618
Over / (Under) Recovery $ 38
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Double Diamond Utilities Company, Inc. Water Tariff Page No. 2
The Cliffs

SECTION 1.0 - RATE SCHEDULE
Section 1.01 - Rates

Meter Size Monthly Minimum Charge Gallonage Charge
5/8" ar 3/4" $19.19 (Includes zero gallons) $2.60 per 1000 galions, 0 - 3,000 gallons
1" $M $_3__O_Q per 1000 gallons, 3,001 -10,000 gallons
1% $95.95 $5.07 per 1000 galions, 10,001-15,000 gatlons
2" $153.52 $8.56 per 1000 gallons, 15,001-20,000 gatlons
3" $287.85 $14.45 per 1000 galions, 20,001 gatlons and thereafter

FORM OF PAYMENT: The utility will accept the following forms of payment:

Cash_X_, Check_X , Money Order_ X __, Credit Card_X___, Other (specify)
THE UTILITY MAY REQUIRE EXACT CHANGE FOR PAYMENTS AND MAY REFUSE ‘10 ACCEPT
PAYMENTS MADE USING MORE THAN §1 00 IN SMALL COINS. A WRITTEN RECEIPT WILL BE GIVEN

POR CASH PAYMENTS,
REGULATORY ASSESSMENT o..uceoniiveeiennecaiicsmesssessssesssssssisssssssssssssssmsssssssesersssmonses 1.0%
TCEQ RULES REQUIRE THE UTILITY TO COLLECT A FEE OF ONE PERCENT OF THE RETAIL MONTHLY
BILL.

Section 1,02 - Miscellaneous Fees

TAP FEE ..ottt esssiss s s cane e ersscastsasssssnsrssssss st st sassans sbasssan s ssosossenenn $675.00
TAP FEE COVERS THE UTILITY'S COSTS FOR MATERIALS AND LABOR TO INSTALL A STANDARD
RESIDENTIAL 5/8" or 3/4" METER. AN ADDITIONAL FEE TO COVER UNIQUE COSTS IS PERMITTED IF

LISTED ON THIS TARIFF,
TAP FEE (LAIZe MELET) cuvvsireeceeeircreiiirererrsesemsessnnssiesessisassessosssssssssssssssssremsensssssonmssessss Actual Cost
TAP FEE 18 THE UTILITY'S ACTUAL COST FOR MATERIALS AND LABOR FOR METER SIZE INSTALLED.
METER RELOCATION FEE-..coonieevviecrarininas Actual Relocation Cost, Not to Exceed Tap Fee

THIS FEE MAY BE CHARGED IF A CUSTOMER REQUESTS THAT AN EXISTING METER BE RELOCATED.

METER TEST FEE ..ottimrrieriinisrirsississnenssise s sssnsssssssssiesssssssssssessssssssssssssssnssmecans $25.00
THIS FEE WHICH SHOULD REFLECT THE UTILITY'S COST MAY BE CHARGED IF A CUSTOMER
REQUESTS A SECOND METER TEST WITHIN A TWO-YEAR PERIOD AND THE TEST INDICATES THAT
THE METER IS RECORDING ACCURATELY. THE FEE MAY NOT EXCEED $25.

RATES LISTED ARE EFFECTIVE ONLY
IF THIS PAGE HAS TCEQ APPROVAL STAMP
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Double Diamond Utilities Company, Inc. Water Tariff Page No. 3
The Cliffs

SECTION 1.0 - RATE SCHEDULE (CONT.)

RECONNECTION FEE
THE RECONNECT FEE MUST BE PAID BEFORE SERVICE CAN BE RESTORED TO A CUSTOMER WHO
HAS BEEN DISCONNECTED FOR THE FOLLOWING REASONS (OR OTHER REASONS LISTED UNDER
SECTION 2.0 OF THIS TARIFF):

a) Non payment of bill (Maximum $25.00)..c...ccrvivrerviemseesensesnereeesssesesesesseenas
b) Customer's request that service be disconnected .

TRANSFER FEE ..ottt s st sscsasssins sessseessarssssssasssstossssansamssssssnsssessstsossas
THE TRANSFER FEE WILL BE CHARGED FOR CHANGING AN ACCOUNT NAME AT THE SAME SERVICE
LOCATION WHEN THE SERVICE IS NOT DISCONNECTED

LATE CHARGE (EITHER $5.00 OR 10% OF THE BILL) ..vvucuevereuseemtesseasisssemsessemsesessersaenas 10%
TCEQ RULES ALLOW A ONE-TIME PENALTY TO BE CHARGED ON DELINQUENT BILLS. A LATE
CHARGE MAY NOT BE APPLIED TO ANY BALANCE TO WHICH THE PENALTY WAS APPLIED IN A

PREVIOUS BILLING.
RETURNED CHECK CHARGE esreeeten e et s s aee et rarenenasnar e nrenanas $30.00

RETURNED CHECK CHARGES MUST BE BASED ON THE UTILITY’S DOCUMENTABLE COST
CUSTOMER DEPOSIT RESIDENTIAL (Maximum $50).......ccccvereiriveememrrsesinesesressesreeens $50.00
COMMERCIAL & NON-RESIDENTIAL DEPOSIT .........o..... 1/6TH OF ESTIMATED ANNUAL BILL

GOVERNMENTAL TESTING, INSPECTION AND COSTS SURCHARGE
WHEN AUTHORIZED IN WRITING BY TCEQ AND AFTER NOTICE TO CUSTOMERS, THE UTILITY MAY
INCREASE RATES TO RECOVER INCREASED COSTS FOR INSPECTION FEES AND WATER TESTING 30
TAC 291.21(K)(2).

LINE EXTENSION AND CONSTRUCTION CHARGES:
REFER TO SECTION 3.0--EXTENSION POLICY FOR TERMS, CONDITIONS, AND CHARGES WHEN NEW
CONSTRUCTION IS NECESSARY TO PROVIDE SERVICE.

RATES LISTED ARE EFFECTIVE ONLY
IF THIS PAGE HAS TCEQ APPROVAL STAMP
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Double Diamond Utilities Company, Ing, Water Tariff Page No. 4
White Bluff and The Retreat Water Supply

SECTION 1.0 - RATE SCHEDULE (CONT.)
Section 1.01 -Ra

Meter Size Monthly Minimum Charge Gallonage Charge

5/8" or 3/4" $26.52 (nciudes zero gallons) $2.00 per 1000 gallons, 0 - 3,000 gallons
I $66.30 $2.75 per 1000 gallons, 3,001 10,000 gallons
IR/ $132.60 $3.80 per 1000 gatlons, 10,001-15,000 gallops
an $212.16 $5.25 per 1000 gallons, 15,003-20,000 gallons
3" : $397.80 $7.25 per 1000 galions, 20,001 gallons end thereafter

FORM OF PAYMENT: The utility will accept the following forms of payment:

Cash_X ,Check_X__, Money Order_X | Credit Card_X___, Other (specify)
THE UTILITY MAY REQUIRE EXACT CEANGE FOR PAYMENTS AND MAY REFUSE TO ACCEPT
PAYMENTS MADE USING MORE THAN $1.00 IN SMALL COINS, A WRITTEN RECEIPT WILL BE GIVEN

FOR CASH PAYMENTS.

REGULATORY ASSESSMENT ..u..uvisitserimssiesesssesmsiesessesssessnsassssssssssssions cessmersaneensssssonssnses 1.0%
TCEQ RULES REQUIRE THE UTILITY TO COLLECT A FEE OF ONE PERCENT OF THE RETAIL MONTELY
BILL.

Section 1.02 - Miscellaneous Fees

TAP FEE...... sionnersennns $675.00
TAP FEE COVERS THE UTILITY'S COSTS FOR MATERIALS AND LABOR TO INSTALL A STANDARD
RESIDENTIAL 5/8" or 3/4" METER. AN ADDITIONAL FEE TO COVER UNIQUE COSTS 18 PERMITTED IF

LISTED ON THIS TARIFF.

TAP PEE (LAFEE MIEL) c..ctveercrmsiresssensesecvennscsrosiinnesssssssssessesensessssssssresses seressessressoesssssons Actual Cost
TAP FEE IS THE UTILITY'S ACTUAL COST FOR MATERIALS AND LABOR FOR METER SIZE INSTALLED.

METER RELOCATIONTFEE ...t Actual Relocation Cost. Not to Exceed Tap Fee

THIS FEE MAY BE CHARGED IF A CUSTOMER REQUESTS THAT AN EXISTING METER BE RELOCATED.

METER TEST FEE 1teitiuisioiemmntiraireesissssiasessssssscconiesssasesmssnssesatsstosmsssssassssss snssssstonssossassmmne, $25.00
THIS FEE WHICH SHOULD REFLECT THE UTILITY‘S COST MAY BE CHARGED TF A CUSTOMER
RBQUESTS A SECOND METER TEST WITHIN A TWO-YEAR PERIOD AND THE TEST INDICATES THAT
THE METER IS RECORDING ACCURATELY. THE FEE MAY NOT EXCEED $25.

"RATES LISTED ARE EFFECTIVE ONLY
IF THIS PAGE HAS TCEQ APPROVAL STAMP

Q)
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Double Diamond Utilities Company. Inc. Water Tariff Page No. 5
White Bleff, and The Retreat Water Supply

SECTION 1.0 - RATE SCHEDULE (CONT.)

RECONNECTION FEE
THE RECONNECT FEE MUST BE PAID BBFORE SERVICE CAN BE RESTORED TO 4 CUSTOMER WHO
HAS BEEN DISCONNECTED FOR THE POLLOWING REASONS (OR OTHER RBASONS LISTED UNDER

SECTION 2.0 OF THIS TARIFF);

a) Non payment of bill (Maximum $25.00) ........ccecne...
b) Customer's request that service be disconnected

TRANSFER FEE ..ot nsesissisnsn ecssermenenens $23.00 ;
THE TRANSFER FEE WILL BE CHARGED FOR CHANGING AN ACGOUNT NAME AT THE SAMS SBRVICE i

LOCATION WHEN THE SBERVICE IS NOT DISCONNECTED :

- LATE CHARGE (EITHER $5.00 OR 10% OF THE BILL) vvvreuvernverersessesseens 10%
TCEQ RULES ALLOW A ONB-TIME PENALTY TO BE CHARGED ON DELINQUENT BILLS. A LATE
CHARGE MAY NOT BE APPLIED TO ANY BALANCE TO WHICH THE PENALTY WAS APPLIED IN A

PREVIOUS BILLING.
RETURNED CHECK CHARGE «. ot vrvvensitncssnsissssi ssssssensssisissesssssssssssssnsssstsisssnessmnen $36.00

RETURNED CHECK CHARGES MUST BE BASED ON THB UTILITY’S DOCUMENTABLE COST.
CUSTOMER DEPOSIT RESIDENTIAL Maximum $50) ................................................... $50,00
COMMERCIAL & NON-RESIDENTIAL DEPOSIT ..oovcumrsrsins 1 TED A

GOVERNMENTAL TESTING, INSPECTION AND COSTS SURCHARGE
WHEN AUTHORIZED IN WRITING BY TCEQ AND AFTER NOTICE TO CUSTOMERS, THE UTILITY MAY
INCREASE RATES TO RECOVER INCREASED COSTS FOR INSPECTION FEES AND WATER TESTING 30

TAC29L21(K)(2).

LINE EXTENSION AND CONSTRUCTION CHARGES:
REFER TO SECTION 3.0--EXTENSION POLICY POR TERMS, CONDITIONS, AND CHARGES WHEN NEW
CONSTRUCTION IS NECESSARY TG PROVIDE SERVICE.

RATES LISTED ARE BFFECTIVE ONLY
IF THIS PAGE HAS TCEQ APPROVAL STAMP

()
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