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House Bill (HB) 1600 and Senate Bill (SB) 567 83"
Legislature, Regular Session, transferred the functions
relating to the economic regulation of water and sewer
utilities from the TCEQ to the PUC effective
September 1, 2014




"(5/14/2010) EFiling - Double Diamond }2oi‘-q5o5-pc;R SuppPrefile 051410.pdf . .

Bryan W. Shaw, Ph.D,, Chairman

Buddy Garcia, Commissioner

Carlos Rubinstein, Commissioner

Mark R. Vickery, P.G,, Executive Director

$3f 1 ER-EL R
%"uﬁhﬂ [ R
) i

Texas COMMISSION ON ENVIRONMENTAL QuaLITY
Protecting Texas by Reducing and Preventing Pollution

May 14, 2010
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The Honorable Richard R, Wilfong L N
State Office of Administrative Hearings Q b
300 West 15th Street, Room 504 R —
Austin, Texas 787011649 - =
- o
Re:  Water Rate/Tariff Change Application of Double Diamond Utilities Co., Certificate of (f =
Convenience and Necessity No. 12087, in Hill, Palo Pinto, and Johnson Counties, Texas, ‘L*‘ e
Application No. 36220-R; SOAH Docket No. 582-09-4288; TCEQ Docket No. 2009~ =r{ ++
0505-UCR P =
o MO
Dear Judge Wilfong:

After the Executive Director (ED) filed his prefiled testimony on April 29, 2010, he discovered
that several omissions and non-substantive errors related to that testimony needed to be
corrected. To correct those omissions and errors, the ED provides the following:
The cover page to Elsie Pascua’s direct testimony (exhibit number attached). Please
replace the existing cover page with this page.
2. The Index of Attachments for Ms. Pascua’s direct testimony (corrections made to
attachment descriptions). Please replace the existing index with these pages.
3. The cover page to Brian David Dickey’s direct testimony (exhibit number attached).
Please replace the existing cover page with this page.
. 4 The Index of Attachments for Mr. Dickey’s direct testimony (corrections made to
attachment descriptions). Please replace the existing index with this page.
5. Page 1 of Attachment BDD-1 (missing from original attachment). Please insert this
page in front of the existing pages in Attachment BDD-1.

ns. You can reach me at (512) 239-0575 Of

1.

Please let me know if you have any questio
sskogen@tceq.state.tx.us.

Sincerely,
Stefanie Skogen

Staff Attorney
Environmental Law Division

Enclosure

cc: Mailing List

P.O. Box 13087 Austin, Texas 78711-3087 512-239-1000 Internet address: www.tceq.state.tx.us

printed on recycled paper using soy-based ink
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SOAH DOCKET NO. 582-09-4288
TCEQ DOCKET NO. 2009-0505-UCR

§ BEFORE THE STATE OFFICE

WATER RATE/TARIFF CHANGE
APPLICATION OF DOUBLE DIAMOND §

UTILITIES CO. IN HILL, PALO PINTO, § OF

AND JOHNSON COUNTIES, TEXAS, g

APPLICATION NO. 36220-R H ADMINISTRATIVE HEARINGS

DIRECT TESTIMONY OF
ELSIE PASCUA
UTILITIES & DISTRICTS SECTION
WATER SUPPLY DIVISION
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

APRIL 29, 2010

Fhe

W nl A 0.




Page 3 |

"(6/14/12010) EFiling - Double Diamond 2(%)505-UCR SuppPrefile 051410 pdf

Index of Attachments

Attachments

Details

EP-1

ED’s recommended revenue requirement for The Retreat

EP-2

ED’s recommended O&M, other taxes, and federal income taxes for The Retreat

EP-3

ED’s recommended weighted cost of capital and invested capital and return for
The Retreat

EP-4

ED’s recommended federal income taxes for The Retreat

EP-5

ED’s recommended revenue requirement for The Cliffs

EP-6

ED’s recommended O&M, other taxes, and federal income taxes for The Cliffs

EP-7

ED’s recommended weighted cost of capital and invested capital and return for
The Cliffs

EP-8

ED’s recommended federal income taxes for The Cliffs’ water system

EP-9

ED’s recommended revenue requirement for White Bluff’s water system

EP-10

ED’s recommended O&M, other taxes, and federal income taxes for White Bluff

EP-11

ED’s recommended weighted cost of capital and invested capital and return for
White Bluff

EP-12

ED’s recommended federal income taxes for White Bluff’s water system

EP-13

Staff adjustments to the cost of service for The Retreat

EP-14

Staff adjustments to the cost of service for The Cliffs

EP-15

Staff adjustments to the cost of service for White Bluff

EP-16

Staff adjustments to salaries and the payroll burden for all three water systems

EP-17

Staff calculations of the RORs for all three water systems

EP-18

Staff expense allocations between the three systems

EP-19

DDU?’s Direct Assignment and Allocation of Labor Transfer Expense

EP-20

DDU?’s general ledgers for 2007 for The Retreat with staff notations

EP-21

DDU’s general ledgers for 2007 for The Cliffs with staff notations

EP-22

DDU’s general ledgers for 2007 for White Bluff with staff notations

EP-23

Cover page of DDU’s rate change application

EP-24

Aqua America’s interest rates for the long-term debt of its subsidiaries

EP-25

DDU’s ROR worksheet calculation (Ex. DDU-18)

EP-26

DDU’s Comparison of Requested Revenue Requirement to Revenue
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Requirement Presented in Application (Ex. DDU -19) with staff notations

EP-27

DDUs Reconciliation of 2007 Booked Values to 2007 Test Year Application
Values

EP-28

DDU’s Non-Consolidated Cost of Service and Revenue Requirement for all
three systems (Ex. DDU-21)

EP-29

DDU’s outstanding loans (Attachment 9 to the application) with staff notations

EP-30

ED’s recommended revenue requirement for The Retreat and White Bluff

EP-31

ED’s recommended O&M, other taxes, and federal income taxes for The Retreat
and White Bluff

EP-32

ED’s recommended weighted cost of capital and invested capital and return for
The Retreat and White Bluff

EP-33

ED’s recommended federal income taxes for The Retreat

EP-34

Resume of Elsie Pascua
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SOAH DOCKET NO. 582-09-4288
TCEQ DOCKET NO. 2009-0505-UCR

WATER RATE/TARIFF CHANGE § BEFORE THE STATE OFFICE
APPLICATION OF DOUBLE DIAMOND
UTILITIES CO. IN HILL, PALO PINTO,
AND JOHNSON COUNTIES, TEXAS,
APPLICATION NO. 36220-R

OF

ADMINISTRATIVE HEARINGS

91 W W

DIRECT TESTIMONY OF
BRIAN DICKEY
PLAN & GROUNDWATER REVIEW SECTION
WATER SUPPLY DIVISION
TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APRIL 29, 2010

EXHIBIT
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BRIAN D. DICKEY
Utilities and Districts Section MC 153)
‘Water Supply Division
Texas Commission on Environmental Quality
P.0. Box 13087
Austin, Texas 78711-3087
email: BDICKEY@tceq.state.tx.us
(512) 239-4691 Fax: (512) 239-6972

Education:
October 2000 NARUC Utility Rate School Clearwater Beach, Florida
1988-1994: Texas Tech University School of Engmeering
Lubbock, Texas - B.S. Mechanical Engineering
1986-1988: South Plains College Levelland, Texas
Professional Experience:
Dec05toPresent  Engineering Specialist IV, Texas Commission On Environmental
Quality, Austin, Texas
. Review applications and prepere Certificates of
Convenience and Necessity (CCNs)
- Review applications and prepare rate designs for reteil
public utilities
. Attend and participate in resolution of contested cases
concerning CCN, appeals, and rates
. Provide utility and consumer assistance
. Review plans and specifications for water system
modifications
Dec 04 to Dec 05 General Engineering Specialist I, Texas Commission On

Environmental Quality, Austin, Texas
. Review applications and prepare Certificates of

Convenience and Necessity (CCNs)

=+ Review applications and prepare rate designs for retail
public utilities

. Attend and participate in resolution of contested cases
concerning CCNs, appeals, and rates

. Provide utility and consumer assistance

. Review plans and specifications for water system

modifications
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CERTIFICATE OF SERVICE

I certify that on May 14, 2010, a copy of the foregoing document was sent by first
class, agency mail, electronic mail, and/or facsimile to the persons on the attache

Mailing List.

b Mg

Stefani¥ Skogen, Staff Attorney
Environmental Law Division

Mailing List
Double Diamond Utility Co., Inc.
SOAH Docket No. 582-09-4288
TCEQ Docket No. 2009-0505-UCR

STATE OFFICE QF
ADMINISTRATIVE HEARINGS:
The Honorable Richard R. Wilfong
State Office of Administrative Hearings
300 West 15th Street, Room 504
Austin, Texas 78701-1649

Phone: (512) 475-4993

Fax: (512) 475-4994

REPRESENTING DOUBLE
DIAMOND UTILITY CO., INC.:
John J. Carlton

Armbrust & Brown, L.L.P.

100 Congress Avenue, Suite 1300
Austin, Texas 78701

Phone: (512) 435-2300

Fax: (512) 435-2360

REPRESENTING WHITE BLUFF
SUBDIVISION RATEPAYERS:
Shari Heino

Mathews & Freeland, L.L.P.

327 Congress Avenue, Suite 300
Austin, Texas 78701

Phone: (512) 404-7800

Fax: (512) 703-2785

THE CLIFFS UTILITY COMMITTEE:

Phillip Day

90 Glen Abbey Drive South
Graford, Texas 76449
Phone: (940) 779-9296

THE RETREAT HOMEQWNERS
GROUP:

Jack D. McCartney and John T. Bell
6300 Annanhill Street

Cleburne, Texas 76033-8957

Phone: (817) 645-4392

REPRESENTING THE QOFFICE OF
PUBLIC INTEREST COUNSEL.

Eli Martinez

Texas Commission on Environmental
Quality

Office of Public Interest Counsel, MC-103
P. 0. Box 13087

Austin, Texas 78711-3087

Phone: (512) 239-3974

. - (] 3
Fax: (512) 239-6377 £ O O
OFFICE OF THE CHIEF CLERK: 0 =
LaDonna Castafiuela o =
Texas Commission on Environmental ™~ -
Quality E}_; £
Office of the Chief Clerk, MC-105 s
P.O. Box 13087 v EF
Austin, Texas 78711-3087 S =
Phone: (512) 239-3300 1 -‘:
Fax: (512) 239-3311 SRR
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) Retreat version: 20070403
3t Period: From: 1/1/2007 To: 12/31/2007 5:48 PM

28-Apr-10
SCHEDULE I(a) - OPERATIONS & MAINTENANCE

[ TEST PERIOD| COMPANY COMPANY | STAFF STAFF
PER COMPANY ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) (1) ©=(a)+(d) @ (©)=()+(d)
SALARIES $229,384] $24,204]  ($16,877) $7,327
CONTRACT SERVICES $6.456] - . $37 $0 $37
PURCHASED WATER $10,846| $0 $0 30
CHEMICALS AND TREATMENT $10,050 . $1,069 ($28) $1,041
UTILITIES $132,249 $24,444 $0 §24,444
REPAIRS AND MAINTENANCE $387,723 $17,151]  ($13,506) $3,645
OFFICE EXPENSE $9,562] :-- $580 $0 $580
ACCOUNTING AND LEGAL $28,774 . $3,917 ($4.892) (8975)
INSURANCE 328,479 : ) $1,782 $0 $1,782
RATE CASE EXPENSE 30 - $0 $0 30
MISCELLANEQUS $147,228] - 36,164 $0 $6,164
TOTAL $990,751 $0 $79,348] _ ($35,303) $44,045

SCHEDULE I(b) - OTHER TAXFES

| TEST YEAR | COMPANY | COMPANY STAFF STAFF
PER COMP. ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) {®) (e)=(a)+(b) () (e)=(c)+(d
AD VALOREM TAXES $5,806) $323 $0 $323
PAYROLL TAXES $25,780| . $1,228 ($162) $1,066
OTHER TAXES-MISC $0) $0
NON-REVENUE RELATED $31,586 $0 $1,551 -$162 $1,389
TWC ASSESSMENT ) $0 . $0
REVENUE RELATED TAXES $0 0 $0 ] $0
TOTAL OTHER TAXES $31,586 50 $1,551 -$162 $1,389
1,022,337 0 80,899 (35,465) 45,434
SCHEDULE J(c) - FEDERAL INCOME TAXES
REVENUE REQUIREMENT $254,641
LESS:
OPERATIONS AND MAINTENANCE (44,045)
DEPRECIATION AND AMORTIZATION (52,676)
OTHER TAXES (1,389)
INTEREST EXPENSE (110)
TAXABLE INCOME 156,422
TAXES @ FACTOR : 39%
SUB-TOTAL 61,004
LESS:
SURTAX EXEMPTION : (16,750
FEDERAL INCOME TAXES 44,254

ATTACHMENT EP-2

OM and Taxes 1of1
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIES
Docket Number: 36220-R (WATER) Retreat version: 20070403
5:48 PM
28-Apr-10
SCHEDULE I(d) - WEIGHTED COST OF CAPITAL
PRINCIPAL | INTEREST WEIGHTED
PAYEE AS OF RATE PERCENTAGE| AVERAGE
' $2,256 4.87% 0.23% 0.01%
' 0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
. ; 0.00% 0.00%
EQUITY 979,624 11.45% 99.77% 11.42%
TOTAL $981,880 ) 100.00% 11.43%
SCHEDULE I(e) - INVESTED CAPITAL & RETURN
COMPANY STAFF STAFF
AMOUNT ADJUST AMOUNT
(a) (b)=(c)-(a) ©
PLANT IN SERVICE . 1,631,643 1,631,643
ACCUMULATED DEPRECIATION . | - 206,774 206,774
NET PLANT - ) 1,424,869 | 1,424,869
WORKING CASH ALLOWANCE T L 5,506 5,506
MATERIALS AND SUPPLIES 0 $0.00
CUSTOMERS DEPOSITS - 0 ’
INVESTMENT TAX CREDITS s 01}:- -
DCIAC o - (448,494) (448,494)
TOTAL INVESTED CAPITAL 0 981,880 981,880
RATE OF RETURN 11.43%
RETURN 168,914 -56,637 112,277

ATTACHMENT EP-3

Weighted and Invested Capital 10of1
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

0
Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) version: 20070403
8:33 AM
29-Apr-10
RETURN 112,277
INTEREST 110 (TOTAL INVESTED CAPITAL * WEIGHTED AVERAGE LT DEBT)
TAXABLE INCOME 112,167
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%
77,751 - 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 0.00% 0 0
61,251 - 77,750 0 0.00% 0 0
77,751 - 221,100 112,167 39.00% 44,254 16,750
221,100 - 0 0.00% 0 0
Total 112,167 39.00% 44,254 16,750
ATTACHMENT EP-4

Tax Calculation
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) The Cliffs version: 20070403
it Period: From: 1/1/2007 To: 12/31/2007 5:50 PM
28-Apr-10
SCHEDULE I(a) - OPERATIONS & MAINTENANCE
| TEST PERIOD| COMPANY | COMPANY STAFF STAFF
PER COMPANY ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) (b) (©)=(a)+(b) @ (e)=(c)+(d)
SALARIES $229,384 $98,301|  ($28,034) $70,267
CONTRACT SERVICES $6,456 $3.633 $0 $3,633
PURCHASED WATER 10,846 $10,846 30 $10,846
CHEMICALS AND TREATMENT $10,050 $5,001 ($1,449) $3,552
UTILITIES $132,249 $27,961 30 $27,961
REPAIRS AND MAINTENANCE 387,723 $209,927] ($142,427) 567,500
OFFICE EXPENSE $9,562 $5,122 50 $5,122
ACCOUNTING AND LEGAL $28,774 $18,674] _ ($30,104) -$11,430
INSURANCE $28.479 $10,005 $0 $10,005
RATE CASE EXPENSE $0 $0 30 $0
MISCELLANEQUS 147,228 $83,326 - %0 $83,326
TOTAL $990,751 $0 $472,796| ($202,014) $270,782
SCHEDULE I(b) - OTHER TAXES
| TEST YEAR | COMPANY [ COMPANY STAFF STAFF
PER COMPANY ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) ()} (©)=(a)+(b) ()] (&)=(c)+(d)
AD VALOREM TAXES $5,806 $2,454 .0 $2,454
PAYROLL TAXES $25,780| - $13,055 (696) $12,359
OTHER TAXES-MISC $0 $0
NON-REVENUE RELATED $31,586 $0 $15,509 (696) $14,813
TWC ASSESSMENT 1. $0 $0
REVENUE RELATED TAXES $0 30 $0 - $0
TOTAL OTHER TAXES $31,586) $0 $15,509 (696) $14,813
1,022,337 0 488,305  (202,710) 285,595
SCHEDULE Kc) - FEDERAL INCOME TAXES
REVENUE REQUIREMENT $376,530
LESS: .
OPERATIONS AND MAINTENANCE (270,782)
DEPRECIATION AND AMORTIZATION (45,097)
OTHER TAXES (14,813)
INTEREST EXPENSE (2,846)
TAXABLE INCOME 42,991
TAXES @ FACTOR : 15%
SUB-TOTAL 6,449
LESS:
SURTAX EXEMPTION : 0
FEDERAL INCOME TAXES 6,449
ATTACHMENT EP-6

OM and Taxes
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY Preliminary - Subject To Change
Utility Name: DOUBLE DIAMOND UTILITIES
Docket Number: 36220-R (WATER) The Cliffs version: 20070403
5:50PM
28-Apr-10
SCHEDULE ¥(d) - WEIGHTED COST OF CAPITAL
PRINCIPAL | INTEREST WEIGHTED
PAYEE AS OF RATE PERCENTAGE| AVERAGE
$58,446 4.87% 13.13% 0.64%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
- 0.00% 0.00%
EQUITY 386,699 '9.45% 86.87% 8.21%
TOTAL $445,145 100.00% 8.85%
SCHEDULE I(e) - INVESTED CAPITAL & RETURN
COMPANY STAFF STAFF
AMOUNT ADJUST AMOUNT
(a) (b)=(c)-(a) ©
PLANT IN SERVICE |- 1,323,711 1,323,711
ACCUMULATED DEPRECIATION ) 464,814 464,814
NET PLANT ] > 858,897 858,897
WORKING CASH ALL.OWANCE 33,848 33,848
MATERIALS AND SUPPLIES 0 $0.00
CUSTOMERS DEPOSITS 0
INVESTMENT TAX CREDITS ~ 0
DCIAC B (447,600) (447,600)
TOTAL INVESTED CAPITAL 0 445,145 445,145
RATE OF RETURN 8.85%
RETURN 168,914 -129,525 39,389
ATTACHMENT EP-7
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Preliminary - Subject To Change

Tax Calculation

Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) version: 20070403
8:33 AM
29-Apr-10
RETURN 39,389
INTEREST 2,846 (TOTAL INVESTED CAPITAL * WEIGHTED AVERAGE LT DEBT)
TAXABLE INCOME 36,543
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%
77,751 - 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 36,543 15.00% 6,449 0
42,501 - 61,250 0 0.00% 0 0
61,251 - 77,750 0 0.00% 0 0
77,751 - 221,100 0 0.00% 0 0
221,100 - 0 0.00% 0 0
Total 36,543 15.00% 6,449 0
ATTACHMENT EB%”{
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIES CO
Docket Number: 36220-R (WATER) White Bluff version: 20070403
it Period: From: 1/1/2007 To: 12/31/2007 5:51 PM
28-Apr-10
SCHEDULE (a) - OPERATIONS & MAINTENANCE
| TEST PERIOD| COMPANY | COMPANY STAFF STAFF
PER COMPANY ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) (b (©=(a)+®) d) (e)=(e}+-(d)
SALARIES $229,384 $106,853 (9,982) $96,871
CONTRACT SERVICES $6,456 $2,787 0 $2,787
PURCHASED WATER $10,846 30! 0 $0
CHEMICALS AND TREATMENT $10,050 $3,980 0 $3,980
UTILITIES $132,249 $79,843 0 $79,843
REPAIRS AND MAINTENANCE $387,723 $160,6451  (102,698) $57.947
OFFICE EXPENSE 39,562 $3,860 0 $3,860
ACCOUNTING AND LEGAL $28,774 $6,183 (7,138)| -$955
INSURANCE $28,479 $16,693 0 $16,693
RATE CASE EXPENSE 30 $0 0 $0
MISCELLANEOUS $147,228 . $57,738 (519) $57,219
TOTAL $990,751 $0 $438,582  (120,337) $318,245
SCHEDULE I(b) - OTHER TAXES
| TEST YEAR | COMPANY | COMPANY STAFF STAFF
PER COMPANY ADJUST | TEST YEAR| ADJUST |TEST YEAR
(a) (®) (c)=(a)+{d) @ (e)=(c)+(d
AD VALOREM TAXES $5,806 $3,029 0 $3,029
PAYROLL TAXES $25,780 $11,498 (761) $10,737
OTHER TAXES-MISC $0 $0
NON-REVENUE RELATED $31,586 30 $14,527 (761) $13,766
TWC ASSESSMENT $0 $0
REVENUE RELATED TAXES 30 $0 $0 $0
TOTAL OTHER TAXES $31,586) 30, $14,527 (761) $13,766|
1,022,337 0 453,109  (121,098) 332,011
SCHEDULE I(c) - FEDERAL INCOME TAXES
REVENUE REQUIREMENT $500,180
LESS:
OPERATIONS AND MAINTENANCE -$318,245
DEPRECIATION AND AMORTIZATION -$82,442
OTHER TAXES -$13,766
INTEREST EXPENSE -$3,863
TAXABLE INCOME $81,863
TAXES @ FACTOR : 34%
SUB-TOTAL $27,834]
LESS:
SURTAX EXEMPTION : . -$11,750
FEDERAL INCOME TAXES $16.084 ATTACHMENT EP-10
OM and Taxes
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY  Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILIT]
Docket Number: 36220-R (WATER) White Bluff version: 20070403
5:51PM
28-Apr-10
SCHEDULE I(d) - WEIGHTED COST QF CAPITAL
PRINCIPAL [INTEREST WEIGHTED
PAYEE AS OF RATE | PERCENTAGE| AVERAGE
$79,326 4.87% 11.19% 0.55%
0.00% 0.00% compute the lot
0.00% 0.00%
0.00% 0.00%
0.00% 0.00%
. 0.00% 0.00%
0.00% 0.00%
, 0.00% 0.00%
EQUITY - 629,473 10.45% 88.81% 9.28%
TOTAL $708,799 100.00% 9.83%
SCHEDULE Ie) - INVESTED CAPITAL & RETURN
COMPANY STAFF STAFF
AMOUNT ADJUST AMOUNT
(a) __(b)=(c)-(a) (©)
PLANT IN SERVICE - - - 2,948,805 2,948,805
ACCUMULATED DEPRECIATION B 968,310 968,310
NET PLANT . 1,980,495 1,980,495
WORKING CASH ALLOWANCE ' 39,781 39,781
MATERIALS AND SUPPLIES 0 $0.00
CUSTOMERS DEPOSITS 0
INVESTMENT TAX CREDITS . ]
DCIAC . ~ (1,311,477 (1,311,477)
TOTAL INVESTED CAPITAL 0 708,799 708,799
RATE OF RETURN 9.83%
RETURN 168,914 -99,271 69,643

ATTACHMENT EP-11

Weighted and Invested Capital 1of1
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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 DEBT)
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) 1S:
0 - 42,500 USE 15%
42,501 - 61,250 USE 25%
61,251 - 77,750 USE 34%
77,751 - 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 0.00% 0 0
61,251 - 77,750 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 65,780 34.00% 16,084 11,750

Tax Calculation

ATTACHMENT EP-12




[(4/29/2010) EFiling - 3_of_4 DD 2009-0505-UCR PrefileAttachEP_ 042910.pdf T Page 25 |

®

Attachment EP-13




Page 26 |

[E7z¢aa Tisxa]
2iz'l) €2€ 990'} voL'e VA (7)) 085 9'e yrb've | 10 |0 1€ 1282 SEY'SY He1g Junowy peisnipy 18N
[ 0 (z91) 0 0 (ce8'y) |0 {oog'el) |0 (82) [ 0 (228'%1) [(sov'sE) weunsnpy (€101 |
(age'z)) (sse'2h) Supj1el S S1osse SSE[3y] M Y 0S+8
(60%) } {60¥) UOMEIS 1Y 100UUOD O[3[[EM dA0WY| HM U 0S8
% (82) (82) 159] 10M3S QAQWRY|  WILDITYE
Q (2] (evs) wio) winjer aaoway| 1bH Y 0198
o .
> (00v'D) (oov'e) (z/1) ueyd to1sew Mm dA0WY]  39) 3014 0ST8
AM 012) (ote) 351301] §o1A7 10 Alfeuad oroway| 99y Joud 06T
o
| (L90'n) (290'1) dxa o520 971 1aMas oAOWY| 99] JOIJ 05T
o
_.._n._ 1z’ {g12'1) wuied mm aaoway| 997 J0Id 05T8
% ¥L9 v49 SeBeuyd WX 0} SeM 8002 40) uaping [j01ked ppy
=
< 688'0  |ses's S6DBULO N8 JO} SZM 8002 UM seefoldiue ppy|
[0]
ﬂ (9¢8) \ (9e8) Saoko|dilia paleuIULIa) 10F Ueping jjoiked sonpay
a {eos'se) |[(eol'ea) 50a£0[dLUIa PajeUIULIS) 0] SILTE[eS 3onpaY
Mnu SWaumpY e (0609) 160d |
U. (Tiz'n) [eze 827’1 $91°9 78L'1 LI6'E 08¢ IST°L1 wi'v?  1690'1 |0 LE ¥0T'vT 668'08 _ th_
Te) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 . 9IquInSEIN 79 UMoU]
W (z12'1)  |eze 87Z1 pors _ [zaLl LI6E 08¢ 1S1LT  |vwp've  {690'T |0 LE yOT'vT  |668'08 (¢-dd yos) uoneondde 1ad SO
nﬂ auwioouy | SIXey, | SAXe[, IS duBI J3ug dx7y| JureIN % | SOOI punBal]] 198l | Joqe [sadeps p | Junowry uondiIdsa(j 10 ke
o YO -nsap | 4qedey
m WO ad ooy | a0 | suedey 7 wRY) psepang penuoe) | saIBES
N
o
a £00T ‘1€ 990-1 uef :reaX 1S3L
< (ranay) W-0¢Z9€ "ON uoneoddy
D,
| [wvezir  ewn  ouszw  cuopewid
™
1

(47292010 EFiling

i
;




' (4/29/2010) EFiling - 3_of_4 DD 20097050i-UCR PrefileAttachEP_ 042910.pdf - ) Page 27 |

Attachment EP-14




Page 28 |

- 3_of_4 DD 2009-0505-UCR PrefileAttachEP_ 042910.pdf

f/ &f=aa uaiixg

@296 |vove |6Scel |Oeeed ]G00CH [(OEPLL) |22k |O0GZ0 | 19642 | 2G5 | o8OI ]Ee9€ | Z920L S65582 YIS nowy paisnipy 1aN|

[} 0 (969) [} 0 poi'oe) {0 (zev'zpl) | 0 By 10 ] (ve0'se)  |(012202) Touwnsnlpy {#10L
(o) (zos'l) Jye1s duind 1915004 s198S€ Ssejaay| ISP NN 098!
(6521¥) (652 vp) Ko¥p1q g- 3% 519558 ssejoay| NN N OC¥8|
(z5e'ys) (288'v)) SUD{IEH SNl S195SE sseppay| A N 0G|
{0g8) (098) dn ooy 2pnasle O aroway] I TAM 0SH8|
T (Gor's) Kpms 107td n) 10] dx eAowaA| DM Y OSP8)
(var'st) (vey's1) TEi0a1 O QAowi| 1M N 05V8|
@GP D Br't) S[EININD 1935 arowiay| WD 1248
oD {200'1) Jamas 10j dxa ased ajal aroway| 99 Joud onnw_
(z10'1) @10’y uodas £/1| 93] JOId 0578

~60/8 “AIN( 1amas 10] dx3 aA0WaY|
(520'82) (G20'82) 213 ‘uonEn[y oy waisks| 9] Joid 0SZ8

Jarem Jo uononnsuodyaperddn

10§ 4J3S JBUD SAOWISY|
868'c 868 safieulp Wl 10} S2A 8002 10} uapinq [i0iked ppy/
9096z  [909'62 SaBeUYd WY 10} STM B00Z im seakojdwe ppv|
(#65'€) (ves'e) saakojdiua pajeuiuLIa) Joj usping [joiked sanpay
(ove'25) (ov9°z9) sa0fojdura pajeumiis) 10y SSUE|ES 83..»&_
SwRLsA{pY JuS; (0608) SO
|(ezo'e) Trsv's  [sco'el  [oce'es  [soo'or |veo81 Jecl'S  [ie6'60z [196'Lz  |100°'S [opR'01  |e€9't  [10€'86  |s0S'Bsy 1810,
0 0 0 0 0 0 [ 0 0 0 0 lo QJqRINSBI 7§ UMOLD]
SCO'El  1oze'e |S00°0f | 449'81 [zel's  rze'60z [196'i7 |00 [o¥8'01  I€€9'E 10£'86 50288y (£-dd Yos) uoneoydde sad $0D

saxe], SN | souma 13uyy | esuedxy cniiﬂn SAMIDA [ unedry | IBIBM 10Qe] | sedeps @ unowry ===m_._um.vn 20 ddded
- nsuy ‘ludoy
W oy 2p0 | swedoy 9 WA jvsupang [ pBIjU0) | Snaeeg

L00T ‘1€ 23Q-1 W[ W8S 191
(0608/5111D 24.L) W-0ZTIE “ON uoneorddy

[wvez  owm  ousem uo pewkd

(4129/2010) EFiling

|




' (4/29/2010) EFiling - 3_of_4 DD 2009-0505-UCR PrefileAttachEP_ 042910.pdf ‘ Page 29 |

Attachment EP-15




Page 30!

-0505-UCR PrefileAttachEP_ 042910.pdf

o

- 3_of_4 DD 2009

ing

(4/29/2010) EFil

r
i
;

IIm t-d3 LIGIHX3

(zb6'0L) | 620°€ es'ol [ 612'18 €69'91 |(556) 098' 086°€ 11896 oLo'zee Je1s junowy paisnipy 19N
0 0 (192} (615) 0 (e12) o 0 (286'6)  |(gs0"121] juaunsnipy fejog
{002) S1BO0[ JoM3S J0] %406 saoway| N NY 0998
- (eas'z)) AioIpg-13eIS 519558 03 SSEON|M I 09/0578|
(902°2} Jamas-o8pn]s dwnd sroway] DM Y 0SHS
(822'28) 301PfoRq 10} £9¢'8e Fuipnioxa|M Y 09/0SH8
‘SUDjTRH S SIISSE 0} SSR[09Y]
@9c' D) (e9e't) (z/cTLes) 19amBus| 931 JOIJ 0578
Funnsuod 10J 1amas 771 saoway
(L90°1) {z301) d%a 958D 218) 19M3S SAOWSY| 93] JOId 0S8
o1L'y) 0LL'y) (SO1TP+S18S$)| 393 Joid 0SZ83
90IAI3s 1Hua mm aa0wey
(o08't) Qe[S OpX,S| Simawif] Afg 192NUc))
190 0618
(615) {615} 950009 J[0O8 :8€0° 1$47/1 S0UN0eq] 95e3[ b 0718
891'e 891'€ SDBUYD Y 10} SZM 8002 10] UBPING (IOIAET PPV
09e'2¢  [09c'ze sabeuuo g 10} sgM 8002 Uim saakordwa ppy
(626'€) 626'€) S0X0[da PajEUILIa) 10] USpIMq [[01Xed aonpay
(gveer) |(@yeer) $99A0[dW? PajeUILIS] 10 SILIE[ES 90RPAY
syaunsnfpy H=Es (0606) M
(Ly6'01) [620°c 86b 1T [8eL'LS  [e69'01 Test’o 098°¢ 086°€ £68'901 [60L'€SY | Te104)
0 0 0 0 0 Q0 0 0 0 0 AqRINSE]A] 2p UMOUd]
(Lv6'o1) l620'c  [86¥°1T  |8cL’LS  [€69°01 | £81'D 098¢ 086'E £68'901  |601'est (€-dd yo§) uonediidde 15d SO
Jwoduy | Soxej, SIxXe], "ISTIN RDUBY x3uy | osumadxy SN p,unBax]] sagdep %9 | Junoury uondinsa(y 1o saleg
BNO -nsuf | ‘pedsy
BPYHO ad oy | ago 8 W) sspseg
LOOT ‘1€ 99~ ver :leaX 1891,
(2M) J-0229¢ "oN uoneorjddy
Fs_( r 418 ssui) OLBZY U0 PR




[(4129/2010) EFiling - 3_of_4 DD 2009-0505-UCR PrefileAttachEP_ 042910.pdf T | Page 31 |

Attachment EP-16




Page 32

.pdf

leAttachEP_ 042910

- 3_of_4 DD 2009-0505-UCR Pref

| (4/129/2010) EFiling

WaterSvs| Watersous | . oo 27.Ape10 Hima: 27 P08
Double Dlamond Utillties Co. DDU-22 Sewer Appl Total sewer total water
Application for a Rate / Tarriff Change, 36220-R (water) Cliffs 244 490 734 33%] 28%|
Test Year End 12/31/2007 Retreat 60| 50 110 55%| 7%
Salary Schedules wB 562] 180] 742 76% 65%)
Total 866 720 1,586 55%) 100%
Section }l - O {Water)
(1
W-2's Cliffs Water fo:nma Water] WB Water
No.of i Al
Hours Terminat'n 2007 2007 2008 Water DDU-1H ODUY-1H DDU-1H
Waorked Water &
Title Name Job Description {Weekily) | Salary | Salary Unit[ Hire Date Date Sewer W2's 69% 43% 10% aT%
Oversee all utility operations, work with
State, Federal, and Regulatery Agencles, E
Reglonal Director of Utilities Harry Shearouse Prapare Budgets and Reports 40 2860 | perHour | 5/29/2007]" 11/3/2008 33,593 £5,005 {23,179) {9,967} ﬁ,wu@b} ?me&.:
Oversee all water utility operations, work
Regional Director of Utllites - with State, Federal, and Regulatory B
Water Terry Hafer Agencies, Prepare Budgets and Reports 40 35.58 | perHour | 10/9/2006 5/1/2007| 26,438 18,243}/ (7,844 {1,824}/ (8,574)}
Utility accounting, billing, cust serv, rev
Pat Gibson coll 34,885 - hd - -
Oversee sewer utility operations, work 5
Reglional Director of Utilities - with State, Federal, and Regulatory
Sewer {Term) Jariés Lyles Agencles, Prepare Budgets and Reports 40 15.65 | perHour | 8/18/2006| 8/31/2007 21,798 {15,040)| (15,040] {2,482) (10,077} . (2,482)|
Order Parts / Supplies, Schedule Daily
{Activities, Prioritize repairs and daily .
Utililty Manager - The Retreat |tane Westbrooks functions 40 12.53 | pet Hour | 10/12/2007 5,107
Order Parts / Supplies, Schedule Dally
Activities, Prioritize repairs and daity
Utility Manager - The Cliffs Donald Lewis functions 40 2222 | perHour | 11/7/2001 43,762 c
QOrder Parts / Supplies, Schedute Daily
Activities, Prioritize repairs and daily
Utility Manager - White Bluff | Richard Zint 40 16.26 | perHour | 2/14/2002 35,220
General labor / equipment operator,
install taps and repair leaks, raspond to
|Assistant Geoggrey Young customer calls 40 8.82 | perHowr | 7/16/2007| 10/11/2007 7,945 0.00 (5,482)] {5,482)
General Jabor / equipment operator,
install taps and repair leaks, respond to 3 .
Equipment Opetator Cody Clinard customer calls 40 9.68 | perHour | 9/25/2006]  4/8/2009 20,489
General labor / equipment operator,
install taps and repair leaks, respond to i
Utility Assistant Michael Russell customer calls 40 15.66 | perHour | 5/7/2007, 24,91 4,27 (17,191) (17,191)
General labor / equipment operator,
instalf taps and repair Jeaks, respond to -
Utility Assistant Robert Bail customer calls 40 13.97 | per Hour 8/7/2006| 2/12/2007 3,994 0.00 (2,758 {2,756)
General labor / equipment opsrator,
install taps and repair leaks, respond to
Utility Assistant Timothy Leggett 7! customer calls 40 10.51 | per Hour | 9/13/2006 4/13/2007 7,693 i
General labor / equipment operator,
Install taps and repair leaks, respond to N
Utllity Assistant Raymond Hyden customer calls 40 10.15 § per Hour | 6/26/2007 5/9/2008 12,830 {
General labor / equipment operator,
install taps and repair leaks, respond to
Utility Assistant Kirn Harston customer calls 40 9.88 | perHour | 3/22/2005 21,939
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EXHIBIT EP-16

General labor / equipment operator,
instali taps end repair leaks, respond to E ‘
Donald Harris Chiffs customer calls 40 9.53 | perHour | 4/23/2007] 6/25/2007] 4,695 {4,695) 0.00 {3,239) (3,239}
General labor / equipment operator, 9
install taps and repair leaks, respand to i
Utility Operator John Henderson Retreat  |customer calls 40 9.80 | perHour | 8/13/2007| 10/29/2007! 13,368 | {13,368) 0.00 9,224} {9,224)|
General labor / equipment operator, %
instalt taps and repair {eaks, respond to
Benjamin Austin w8 customer calls 40 9.54 | perHour | 8/30/2006] 5/30/2008, 21,610 8,989 {14,921} (14,911)
General fabor / equipment operator, i
install taps and repalr leaks, respond to . B
Utility Operator Jack Gore Retreat  {customer calis 40 9.52 ] perHour | 11/5/2007f 11/19/2007| as2 | 0.00 {319) {319)|
General labor / equipment operator, ,
install taps and repair leaks, respond to 0 &
Utility Operator John Holzmeir Retreat calls a0 9.50 | perHour |12/27/2007] 1jii/3d0s| 922.69 .93
. TOTAL $ 341,674 | § (179,340 $ 74,142 | § (123,744) § {42,342)
K&M
2008 only I 15,405
2607 only disregard per émal from Chris Ekrut, 7/30/03 0.00 0.00 0.00
2008 only 420
2007-only
2008 only o - 22,944
McKinney, Donald 2008 only 4,325
Moreno, Jeremy_[2008 only 2,864
Otban, Bradley  |2008 only 4,568
Orban, Diane 2008 only disregard per email from Chris Ekrut, 7/30/09 0.00 0.00 -
Vervell, Barry 2007 only disregard per emall from Chris Ekrut, 7/30/05 0.00 0.00 0.00
Terry, William 2008 only 17,028
Valles, Donnie  |2008 only | . 4,355
Westbrooks, Lane}2008 only (532,983, 2008 W2 less $5,106.76, 2007 W2) 27,876
TOTAL $ 2442306 S {8 99,785
Note; Water allocation based on DDU's appiication of 69% wates
ey
E $ (123,744); 5 (57,640), m {23,762)] $  (42,342)
$ (12,115) $  (8,359) {3,594) (836)) (3,929)
$ 68,852, 68,852 29,606 6,885 32,360
Pron LA
$. 6791 6,741 2,898 674 3,168
Total adjustments payrofl e O e
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Rate of Return Workshesi ]Z@W’

Mosi curreni Bag Public Utility Bond average. (Call TCEQ staff at 512/238-6980 to gel this

number.)
['Add 2% - for utilities with 200 or less customers " 60 Crpmpihone

B
C lAdo 19 if the wtility can demonstrate that it has both:

‘ 4 } Debtlequity ratio is greater than 60% (Table IV. D. <0+ 0) AND

No affiliaied companies with access to revenues or other funds to support utility ’

2
operations
D | Add 1% if the utility can demonstrate that it has al least 2 of the following 4 conditions’
1 | unstable population - Weekender/seasonal population:
a. >25Y% of total customers, OR
b. >10% of total cusiomers and do not use seasonal reconnect fee; )
2 f commercial customers account for more than 15% of revenues Z
3 | low growth
a. less than 5% customer growth over the last three years; OR
b. do.cx..fmentation‘ _of pote:)tial Eusi?r;er growth of less than 5% over the naxt|thr
ears; declining population > 7 ;
e SEP ’}-opm oo TI7 O 22
4 | aging system
a. more than 50% depreciated; OR
a. low raie base (<§500/cusiomer) &
£ | Add 1% if the utility is & stand alone sewer system with no agreement for efther biling and _j
coliechion or discontinuance for nonpayment with the water suppiier NeT ,srl,?,y[,(y_é/e [ € |
F | Add 1% if the utilty can demonstrate that it has at lsast 3 of the 4 following conditioné: [ &
1 | Number of complainis
2 complaints or less per ysar to T TCEQ for less ’than 200 cusiomer system
2 | No major deficiencies in the most recent PWS inspaction repor
3 ] No current or prior enforcement actions under current management within the last 3 years
4 | Good faith efforis to solve any current problams
G | Add 1% if the utility can demonstrate that it has at least 4 of the following 5 condmons

1 | well-maintained, up-io-date books and records

2 | effective communications and good customer relations

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

and paymeni of fees

exhibit fiscal responsibility with respect fo rate filings, including completeness, accuracy

and frequency

5 | Less than 12% unaccounted for water - (Section VI of the Application - Page 16 oi 41;

Gkt &p-1700
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AdC 1% if the utility can demonstrate that it has ai least 4 of the jollowing 5 conditions:

1

rate structure - any two of the following
zero galions includad in minimum bill

1 a.
b. gallonage rate sei high enough 1o encourage conservation (> §2.00/1000 gal.)
c. use of inclining blocks, i.e. higher use pays higher cost
2 | drought contingency plan included in tarifi and enforced (if applicable)
3 | conservation plan including encouragement of the use of waler 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 nsed for water conservation

(6.}

unaccounied for water

a. <10% andfor
successful program to reduce losses (ex. leak detection & repair} (within last 3

b.
years 25% reduction since program implemented)

Total Rate of Return %

TCEC-10423 (1102
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Rate of Raturn Worksnast —ﬁg Zlf%‘é

B
C [ Add 1% if the utility can demonstraie that it has both:
[ 1] Debtlequity ratio is greater than 60% (Table IV. D. -~ [0+ 0) AND
No affiliated companiss with access to revenues or other funds to support utility

j Siep
| 747
[ A | Mosi curreni Baz Public Utility Bond average. (Call TCEQ stafi at 512/238-6980 to get this
number.) )
| [ /Add 2% - for utilities with 200 or less customars : ]
l
|

’ 2
operations
D | Add 1% if the uiility can demonstrale thal it has al lsast 2 of the following 4 conditions:
1 | unstable population - Weekender/seasonal popuiation:
a. >25% of total customers; OR )
b. - >10% of iotal custorners and do not use seasonal reconnect feg;
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. documeniation of potential customer growth of less than 5% ovar the nextithre
years; declining population  2e06 227 +/7 Loveneth yml (¥ A
wor? 244 097 F &~
4 [ aging systemn '
a. more than 50% depreciated; OR #
a. low raie base (<$500/customer)
E | Add 1% if the utility 1s 5 stand alone sewar system with no agreement for either billing and A
collestion or discontinuance for nonpayment with the water supplier. Do ppr #rey £
F | AdG 1% if the utility can demonstrate that it has at lsast 3 of the 4 following conditions: yar [
1 | Number of complainis '
2 complaints or less par year io TCEQ for less than 200 customsr sysiem
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 soive any current problems

Add 1% if the utility can demonstrate thal it has at least 4 of the following 5 conditions:

1 | well-maintained, up-to-date books and records

2 | effective communications and good customer refations

consistently timely in meeiing reporting requirements (ex. annual reports for last 2 years)

w

and payment of fees
exhibri fiscal responsibility with respect to rate filings, including completeness, accuracy

and frequency
5 | Less than 2% unaccounied for waier - {Section VIl of the Appiication - Page 16 of 41)

()
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400 1% il the utility can demonstrate that it has ai leasi 4 of the following 5 conditions.

1 | rate structure - any two of the following

1a.
b gallonage rate set high enough ¢ encourage conservation

use of inchning blocks, i.e. higher use pays higher cost

[

C.

zero galions inciuded in minimum bill
{> $2.00/1000 gal.)

droughi contingency pian included in tarifl and enforced (if applhcable)

w

efficient lawn waiering, or xeriscaping

conservation plan including encouragement of the use of waler conserving devices,

distribution ability, PWS standards, and the need for water consarvation

program to educate the customers about the nature of the system, its production and

unaccounted for water
a. =10% andfor

b.

(8,1}

years 25% reduction since program implemented)

successiul program to reduce losses (ex. leak detection & repair) (within last 3

Tota! Rate of Return % Q aﬁ

TAEQ-10428 (1102
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Rate of Return Workshesi_ j] b

Siep Y%
07w
T | Mosi current Bas Public Utility Bond average. (Call TCEQ stafi af 512/239-6950 to get this
number )
B | Add 2% - for utilities with 200 or less customers ' SL 2 &
C | Add 1% if the utility can demonsirate that it has both: =
1 | Debt/equity ratio 1s greaiel than 60% (Table V. D. L0+ 0) AND '
N 2 | No affiliated companies with access 1o revenues or other funds to support utility
operations
D | Add 1% if the utiity can Gemonstrate thal it has at least 2 of the following 4 conditions | ';, 0
1 [ unstable population - Weekender/seasonal population: 3
a. >259%, of total customers; OR
b. >40% of iotal customers and do not use seasonal reconnect fee; |
2 | commercial customers acoount for more thar 15% o revenues &
3 | low growth '
a. less than 5% customer growth over the last three years; OR :
b. documentation of potential custorner growth of less than 5% over the naxt/threg
years; declining.population —00b - &§53
2007 -GV 7"@’@4#22 |
4 | aging sysiem )
a. more than 50% depreciated; OR
a. jow rate base (<$500/cuswmer) o
E | Add 1% i the utility is & stand alone sewsr system with no agresment for either biling and a |
coliection or discontinuance for nonpayment with the water supplier. N [ A & |
F | Adg 1% ii the utility can demonstrate that it has at least 3 of the 4 Tollowing conditions: [ B
1 | Number of complaints e
| 2 complaints or less per year to TCEQ for less than 200 customer sysiem
2 | No major deficiencies in the Tost recent PWS inspection report . P
3 J No current or prior enforcement aciions under current managemeni within the last 3 years !
4 | Good faith efforis o solve any curreni problams
G | AdG 1% if the utiity can demonstrate thal i has at leasi 4 of the foliowing 5 conditions!

1 | wel-maintained, up-to-cate books and records

5 | effective communications and good customer relations

3 | consistently timely in meeting reporting requirements {ex annual reports for lasi 3 years)

and payment of faes

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

and frequancy

51 Less than 12% unaccountgd for water - (Saction VI of the Lpplication - Page 16 of 41)

EN
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H Ado 1Y% if the utility can demonstrate that it h

as ai least 4 of the jollowing 5 conditions.

rate structure - any two of the following

1
a. zero gallons included in minimum bill
b. galionage rate st high enough 1o encourage conservation (= $2 00/1000 gai.)
C. use of inclining blocks, i.e. higher use pays fugher cos!

[}N]

drought contingency plar: included In tarfl and eniforced (if applicable)

[&V]

conservation plan including encouragement of the use of water conserving devices,

efficient lawn watering, or xeriscaping

customers about the nature of the system, jts production and

program to educate the
standards, and the need for water conservation

distribution abiiity, PWS

unaccounied for water

a. 310% andfor
b. successiul program to reduce losses (ex leak detection & repair) (within last 3

years 25% reduction since program implemented)

Total Rate of Return

TCEG-10423 (1102
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Raie of Reiurn Workshest — /%’/ﬁﬁl v W /I/\:[F /g/w/%«

c
S~

O

Mos current Bag Public Uity Bond average. (Call TCEQ staff ai 512/238-6980 to gel this

number.}
7dd 2% - for utilites with 200 or less customers G722 fpmuchoas

7dd 1% 1 the uiility can demonstraie thal it has both:

1 | Debtiequity ratio is greater than 80% (Table IV. D. -0+ 0) AND

> | No affiliaied companies with access 1o revenues or other funds to support utility

operations

Add 1% il the utility can demonstrate that it has al lzast 2 of the following 4 conditions’

1 | unstable poputation - Weekender/seasonal population:

a - >25Y, of fotal customers; OR
b. >10% of total customers and do not use seasonal reconnect feg;

commercial customers account for more than 15% of revenues

3 | low growth

2.
b. docu

less than 5% customer growth over the last three years; OR

V7 - hp + 562

msntation of potential customer growth of less than 5% over the nexit!
years; declining population 2406 - 477 £53 = 600
EN NS ‘4" 2T Lﬁ

4 | aging system
a.
a.

more than 50% depreciaied; OR
low rate base (<3500/customer)

Add 1% if the ufility is &

stand alone sewer system with no agreement for either billing and

collection or discontinuance for nonpayment with the water supplier.

00 1% 1 the utility can demonstrate that it has at lzast 3 of the 4 following conditions:

1 | Number of complaints

2 complaints or less per year {0 TCEQ for less than 200 customer sysiem

No major deficiencies in the most recent PWS inspection reporl

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

Bl win

Good faith efforis to solve any current problems

d 1% i the utility can demonstrate that it has at ieast 4 of the following 5 conditions:

=y
[N

17 [ wel-maintained, up-to-date books and records

2 | efiective communications and good customer relations

3 | consistently imely in measting reporting requirements (ex. annuat reports for last 3 years)

and paymeni of fees

4 | exnibh fiscal responsibility with respect to raie filings, including completeness, accuracy

and frequency

[ ess than 12% unaccounted for water - {Seciion Vit of the Application - Page 16 of 41)

(4)
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