
Control Number : 43922

Item Number: 25

Addendum StartPage : 0

House Bill (HB) 1600 and Senate Bill (SB) 567 83`d
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
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution

May 14, 2010

F:Fj (0

The Honorable Richard R. Wilfong
'TT

State office of Administrative Hearings
30o West i5th Street, Room 504
Austin, Texas 787oi-i649

Re:
Water Rate/Tariff Change Application of Double Diamond Utilities Co., Certificate of

and Johnson Counties, Texas,PintolPHill

^-.

,a o,Convenience and Necessity No. 12o87, in
Application No. 3622o-R; SOAH Docket No. 582-09-4288; TCEQ Docket No. 2009- _rl r Y

o5o5-UCR F ^ N

Dear Judge Wilfong:

After the Executive Director (ED) filed his prefiled testimony on April 29, 2oio, 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:

i.
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.

Please let me know if you have any questions. You can reach me at (512) 239-0575 or

sslcogen@tceq.state.tx.us.

Sincerely,

`,-e^C_4^
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.txus

printed on recycled paper using suy-based ink
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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 §
OF

UTILITIES CO. IN HILL, PALO PINTO, §
AND JOHNSON COUNTIES, TEXAS,
APPLICATION NO. 36220-R

ADMINISTRATIVE HEARINGS
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DIRECT TESTIMONY OF
ELSIE PASCUA

UTILITIES & DISTRICTS SECTION
WATER SUPPLY DIVISION

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APRIL 29, 2010

EXHIBIT

a CL
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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

e3
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Requirement Presented in Application (Ex. DDU -19) with staff notations

EP-27 DDU's 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, § OF
AND JOHNSON COUNTIES, TEXAS, §
APPLICATION NO. 36220-R § ADMINISTRATIVE HEARINGS

DIRECT TESTIMONY OF
BRIAN DICKEY

PLAN & GROUNDWATER REVIEW SECTION
WATER SUPPLY DIVISION

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
APRIL 29, 2010

EXHIBIT

111 -
- Page 5
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Index of Attachments

Attachment Details

BDD-1 Resume of Brian Dickey

BDD-2 Depreciation Schedule for The Cliffs

BDD-3 Depreciation Schedule for The Retreat

BDD-4 Depreciation Schedule for White Bluff

BDD-5 Revenue Generated by Proposed Rates for The Cliffs

BDD-6 Revenue Generated by Proposed Rates The Retreat and White Bluff

BDD-7 Line Loss Calculation for White Bluff

BDD-8 Monthly Water Pumped for each system

BDD-9 ED's July 10, 2009, Request for Information

BDD-10 ED's Denial of Exception Request for The Cliffs

BDD-11 Revenue Generated by Existing Rates for The Retreat/White Bluff

BDD-12 Revenue Generated by ED's Proposed Rates for The Retreat/White
Bluff

BDD-13 The Cliffs Rate Schedule with ED's Recommended Rates

BDD-14 The White Bluff and Retreat Rate Schedule with ED's Recommended
Rates

BDD-15 Line Loss Calculation for The Cliffs

BDD-16 Line Loss Calculation for The Retreat

BDD-17 Handy-Whitman Index of Public Utility Construction Costs

BDD-18 Revenue Generated by ED's Proposed Rates for The Cliffs

BDD-19 Revenue Generated by Existing Rates for The Cliffs

BDD-20 PUC Interest Rate Order for 2009



10) EFiling - Double Diamond 20a-0505-UCR SuppPrefile 051410.pdf Page 7j

BRIAN D. DICKEY
Utilities and Districts Section (MC 153)

Water Supply Division
Texas Commission on Environmental Quality

P.O. Box 13087
Austin, Texas 78711-3087

email: BDICKEYQtceq.state.h.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 Engineering
Lubbock, Texas - B.S. Mechanical Engineering

1986-1988: South Plains College Levelland, Texas

Professional Experience: ,

Dec 05 to Present Engineering Specialist IV, 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

Dec 04 to Dec 05 General Engineering Specialist III, Texas Commission On
Environmental Quality, Austin, Texas
• Review applications and prepare Certificates of

Convenience andNecessity (CCNs)
• Review applications and prepare tate 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



^ ^ _. _. -...
(5/14/2010) EFilii Diamond 20M-0505-UCR SuppPrefile 051410.

CERTIFICATE OF SERVICE

Stefam Skogen, Staff Attorney
Environmental Law Division

Mailing List
Double Diamond Utility Co., Inc.
SOAR Docket No. 582-09-4288

TCEQ Docket No. 2009-o5o5-UCR

I certify that on May 14, 20io, a copy of the foregoing document was sent by first
class, agency mail, electronic mail, and/or facsimile to the persons on the attached
Mailing List.

STATE OFFICE OF
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.
ioo 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: (5i2)7o3-2785

THE CLIFFS UTILITY COMMITTEE:
Phillip Day
9o Glen Abbey Drive South
Graford, Texas 76449
Phone: (94o) 779-9296

THE RETREAT HOMEOWNERS
GROUP:
Jack D. McCartney and John T. Bell
630o Annanhill Street
Cleburne, Texas 76033-8957
Phone: (817) 645-4392

REPRESENTING THE OFFICE OF
PUBLIC INTEREST COUNSEL:
Eli Martinez
Texas Commission on Environmental
Quality
Office of Public Interest Counsel, MC-1o3
P. 0. Box 13o87
Austin, Texas 78711-3087
Phone: (512) 239-3974
Fax: (512) 239-6377 n

=r-

OFFICE OF THE CHIEF CLERK: ^Fn̂
LaDonna Castanuela C-)
Texas Commission on Environmental ^
Quality ^
Office of the Chief Clerk, MC-1o5
P.O. Box 13087
Austin, Texas 78711-3o87 ^^
Phone: (512) 239-3300 -^ ^
Fax: (512) 239-3311
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Attachment EP-1
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Attachment EP-2
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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

st Period: From: 1/1/2007 To: 12131/2007 5:48 PM
28-Apr-10

SCHEDULE I(a) - OPERATIONS & MAINTENANCE

TEST PERIOD
PER COMPAN)

(a)

COMPANY
ADJUST

(b)

COMPANY
TEST YEAR

(c)=(a)+(b)

STAFF
ADJUST

(d)

STAFF
TEST YEAR

(e)=(c)+(d)

SALARIES $229,384 $24,204 ($16,877) $7,327

CONTRACT SERVICES $6,456 > $37 $0
0

$37
$0

PURCHASED WATER $10,846 $0
$1 069

$
($28) $1,041

CHEMICALS AND TREATMENT $10,050 ,

UTILITIES $132,249 $24,444 $0 $24,444

REPAIRS AND MAINTENANCE $387,723 $17,151 ($13,506) $3,645

OFFICE EXPENSE $9,562 - _ ' $580
91$3

$0
892)($4

$580
($975)

ACCOUNTING AND LEGAL $28,774 ,
782$1

,
$0 $1,782

INSURANCE $28,479 ,
$0 $0 $0

RATE CASE EXPENSE $0
' 164$6 $0 $6,164

MISCELLANEOUS $147,228
$990 751 $0

,
$79 8 ($35.303)11 $$44;045

TOTAL

SCHEDULE I(b) - OTHER TAXES

TEST YEAR COMPANY COMPANY STAFF STAFF

PER COMP ADJUST TEST YEAR ADJUST TEST YEAR

(a) (c)=(a)+(b) d e c (d

XEST 806$5 $323 $0 $323
AAD VALOREM

ES

,
780$25 $1,228 ($162) $1,066

PAYROLLTAX ,

$0OTHER TAXES-MISC
NON-REVENUE RELATED $31,586 $0 $1,551 -$162 $1,389

TWC ASSESSMENT $0 $0
$0

REVENUE RELATED TAXES $0 $0
$0

$0
551$1 -$162 $1,389

TOTAL OTHER TAXES $31,586 ,
i„e - Ac AZd

1,022,337 U aU,or,

SCHEDULE 1(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 4.4254
ATTACHMENT EP-2

4

OM and Taxes 1 of 1
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Attachment EP-3
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIEc

Docket Number: 36220-R (WATER) Retreat version: 20070403

5:48 PM
28-Apr-10

SCHEDULE I(d) - WEIGHTED COST OF CAPITAL

PAYEE
PRINCIPAL

AS OF
INTEREST

RATE PERCENTAGE
WEIGHTED
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%

EQUTFY 979;624 11.45% 99.77% 11.42%

TOTAL $981,880 100.00% 11.43%

SCHEDULE I(e) - INVESTED CAPITAL & RETURN

COMPANY

AMOUNT

a)

STAFF

ADJUST

(b)=(c)-(a)

STAFF

AMOUNT

c

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
MATERIALS AND SUPPLIES
CUSTOMERS DEPOSITS
INVESTMENT TAX CREDITS

5,506
0

0
0

5,506
$0.00

DCIAC (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 1 of 1
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
0

Utility Name: DOUBLE DIAMOND UTIIdTIES CO

Docket Number: 36220-R (WATER) version: 20070403

8:33AM

29-Apr-10

RETURN 112,277

INTEREST 110 (TOTAL INVESTED CAPITAL WEIGHTID AVERAGE LT DEBT)

TAXABLE INCOME 112,167

TAX CALCULATIONS FYE 07-01-87
D A Tv Up A ruF.T 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%

INCOME IF TAXABLE

THE

TAX

RATE
i

THE TAX AND THE
INCLUDING SURTAX

THE SURTAX EXEMPTION
'GFV7krtvm1nW re 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

1 Oial ' , --

ATTACHMENT EP-4

Tax Calculation
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Attachment EP-5



(4/ 2010) EFiling -3 _of_4 DD 2009-0505-UCR PrefileAttachEP_ 042910.pdf Pag0. . ^ _

G y^

O Q

O N

0
0
0
N

^D y
S d

J1

p
U
^

'r=

Q
E'"O

^03
a n

zoN
O M

z
O

>
z •^

O V >

d FI

0

a

^nzz a
Q w ^+ W

E' q O A ^n

oN0 Oni
m Ca,

O
CD

N

LL W O V1 7 V' Oi
N 7 M

'V

N

O^

`-

^C

M
6^ V

V a0

(s.

-- O, O, •-- N
O c1 b l^ ^l

N M N Oi

7
rv'^

co

-^
N

N
^

Q v

V^ o'̂IT

^ ^
\D

a
o0 00

=ZQ a°
;

^
a^^

o wC> ^
M^

00 -- ^

r- o CD

Z 'd^ Orn ^n v^

< (71 00 cs C71
G N N

O Q
Q

-^oo ^ oo rn
O Q o v°Oi^ ^ r o

a o ^= rn - c
W C

G ^

^^ M ^ N M

F o
w a
WE C6

0^•

Y N y

•^ Q ^ F-

^ R P U 7 7

^ p n c i ^ y^, a^ U y > CC

U E w_^ r
F N t.

N N 3 N N
'O

o
L >

O wceO n u O

^n

E'+
z

^

E'+



(4/29/2010) EFilina - 3 of 4 DD 2009-0505---UCR PrefileAttachEP- 042910.pdf age 1 1

Attachment EP-6
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TEXAS COMNIISSION ON ENVIRONMENTAL QUALITY Preliminary - Subject To Change

Utility Name: DOUBLE DIAMOND UTILITIES CO

Docket Number: 36220-R (WATER) The Cliffs version: 20070403

I Period: From: 1/1/2007 To: 12/31/2007 5:50 PM
28-Apr-10

SCHEDULE I(a) - OPERATIONS & MAINTENANCE

TEST PERIOD
PER COMPA

(a)

COMPANY
ADJUST

(b)

COMPANY
TEST YEAR

(c)=(a}t

STAFF
ADJUST

(d)

STAFF
TEST YEAR

(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 $0 $10,846

CHEMICALS AND TREATMENT $10,050 $5,001 ($I,449 $3,552

UTILITIES $132,249 $27,961 $0 $27,961

REPAIRS AND MAINTENANCE $387,723 $209,927 ($142,427) $67,500

OFFICE EXPENSE $9,562 $5,122 $0 $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 $0 $0

MISCELLANEOUS $147,228 $83,326 $0 $83,326

TOTAL $990 751 $0 $472 ,796 1 ($202,014) 1 $270 ,782

SCHEDULE I(b) - OTHER TAXES

TEST YEAR COMPANY COMPANY STAFF STAFF

PER COMIPAN) ADJUST TEST YEAR ADJUST TEST YEAR

(a) (b (c)=(a)+(b) d (e)=(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 $0 $0

REVENUE RELATED TAXES $0 $0 $0 $0

TOTAL OTHER TAXES $31,586 $0 $15,509 (696) $14,813

1,022,337 0 488,305 (202,710) 285,595

SCHEDULE I(c) - FEDERAL INCOME TAXES

REVENUE RE UIREMENT $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

ATTACIEWENT EP-6

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

Utility Name: DOUBLE DIAMOND UTII.TTIE:

Docket Number: 36220-R (WATER) The Cliffs version: 20070403
5:50 PM

28-Apr-10

SCHEDULE I(d) - WEIGHTED COST OF CAPITAL

PAYEE

PRINCIPAL
AS OF

INTEREST
RATE PERCENTAGE

WEIGHTED
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%

E UITY 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) (c)

PLANT IN SERVICE 1,323,711 1,323,711

ACCUMULATED DEPRECIATION 464,814 464,814

NET PLANT 858,897 858,897

WORKING CASH ALLOWANCE 33,848 33,848

MATERIALS AND SUPPLIES 0 $0.00

CUSTOMERS DEPOSITS 0

INVESTMENT TAX CREDITS 0

DCIAC (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

Weighted and Invested Capital 1 of 1
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Preliminary - Subject To Change

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
usTF RRArKFT SURTAX

159'0 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 OVERUSE 34%
THE THE TAX AND THE
TAX INCLUDING SURTAX

INCOME IF TAXABLE RATE THE SURTAX EXEMPTION
n.rn^wRC To TO L•vL`71iiDTIl1N iC 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 MVV'YO 0,,F4Y V

ATTACHMENT EP,-Yg

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) White Bluff version: 20070403

;t Period: From: 1!1/2007 To: 12/31/2007 5:51 PM
28-Apr-10

SCHEDULE I(a) - OPERATIONS & MAINTENANCE

TEST PERIOD
PER COMPA

(a)

COMPANY
ADJUST

(b)

COMPANY
TEST YEAR

(c)=(a (b)

STAFF
ADJUST

(d)

STAFF
TEST YEAR

(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 $0 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 $160,645 (102,698) $57,947

OFFICE EXPENSE $9,562 $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 $0 $0 0 $0

MISCELLANEOUS $147,228 738$57, 519)
'5

$57,219

TOTAL $990,751 $0 $438 82 (120 3 $318,245

SCHEDULE I(b) - OTHER TAXES

TEST YEAR
PER COMPAN)

(a)

COMPANY
ADJUST

(b)

COMPANY
TEST YEAR

(C)=(a)+(b)

STAFF
ADJUST

d

STAFF
TEST YEAR

(e)=(c)+(d)

AD VALOREM TAXES $5,80.6 $3,029 0 $3,029

PAYROLL TAXES $25,780 $11,498 (761) $10,737

OTHER TAXES-MISC $0 $0

NON-REVENUE RELATED $31,586 $0 $14,527 (761) $13,766

TWC ASSESSMENT $0 $0

REVENUE RELATED TAXES $0 $0 $0
-----

$
0TOTAL OTHER TAXES $31,586 $0 $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 1 of 1
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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

5:51 PM
28-Apr-10

SCHEDULE I(d) - WEIGHTED COST OF CAPITAL

PAYEE
PRINCIPAL

AS OF
INTEREST

RATE PERCENTAGE
WEIGHTED
AVERAGE

$79,326 4.87% 11.19% 0.55%
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 629,473 10.45% 88.81% 9.28%

TOTAL $708 ,799-A 100.00%1 9.83%

SCHEDULE I(e) - INVESTED CAPITAL & RETURN

compute the lot

COMPANY STAFF STAFF
AMOUNT ADJUST AMOUNT

(a) (b)--(c)-(a) (c)
PLANT IN SERVICE - 2,948,805 2,948,805

ACCUMULATED DEPRECIATION 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 0

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 1 of 1
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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 (ToTALA'VESTEDCAPTTALWEIGHTEDAVERAGE LTDEBT)

TAXABLE INCOME 65,780

TAX CALCULATIONS FYE 07-01-87
nAT>., RRA['T£RT CTTRTAY

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 OVERUSE 34%
THE THE TAX AND THE
TAX INCLUDING SURTAX

INCOME IF TAXABLE RATE THE SURTAX EXEMPTION
- ^TnAw.iv TQ VC L'YT.M13TT(1N TC T.C

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

1bTal 0-1)1lbU J9.UU70 tUlUa-r ii,iw

ATTACHMENT EP-12

Tax Calculation
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Pate of Return Worksheei _-

Step I
i D J'J^

A Most curreni Baa Public Utility Bond average. (Call TCEQ staff at 512/239-6960 to get this
number.)

(^,,,^ ^„r^ sB Add 2°io - for utilities with 200 or less customers 60 ^^• o
C Add 1% if the utility can demonstrate that it has both: ^.^

1 Debt/equity ratio is greater than 60% (Table IV. D. -D= 0) AND

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

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

9 unstable population - V^ieekender/seasonal population:
a. >25% of total customers, OR
b. >10% of total customers and do not use seasonal reconnect fee;

2. commercial customers account for more than 15% of revenues
3 low growth

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

years; declining.population :-Ob b147 f 13 aon r,, -7,7,
'200 ) G 0

4 aging system
a. more than 50% depreciated; DR
a. low rate base (<$5D0/customer)

E Add 1% if the utility is a stand alone sewer system with no agreement for either billing and
collection or discontinuance for nonpayment with the water supplier &; ci ^'-Ih 'o_

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

1 Number of complaints
2 complaints or less per year to TCEQ for less than 200 customer system -^

2 No major deficiencies in the most recent P1NS inspectbri report

3' No current or prior enforcement actions under current management within the last 3 years _- r

4 Good faith efforts to solve any current problems
G I Add 1% if the utility can demonstrate that it has at least 4 of the following 5 conditions:

I

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

2 1 effective communications and good customer relations

3 consistently timely in meeting reporting requirements (ex annual reports for last ;; years)
and payment of fees

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

5 1 Less than 12% unaccounted for water -(Section VIII of the Application - Page 16 of 41) 1
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H Add 1°^^ If the utility can demonstraiE that it has at least 4 of the following 5 conditions:

I rate structure - any two of the following
r^.

a. zero gallons included in minimum bill
b. gallonage rate set high enough to encourage conservation (= ^^2.D0/ i 000 gal.)

tc. use of inclining blocks, i.e. higher use pays higher cos

1 2 1 drought contingency plan included in tarifi and enforced (if applicable)

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

4 program to educate the customers about the nature of the system, its production and
distribution ability, P1NS standards, and the need for water conservation

5 unaccounted for water
a. =10% and/or
b. successful program to reduce losses (ex. leak detection & repair) (within last 3

years 25% reduction since program implemented)

Total Rate of Return % y.t

7CEG-10423 (14/021 ?2m^ 27 of 27
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P.ate'of Return Worksheet --/h akS

Step
I I

I7U/^C J

A Most current Baa Public Utility Bond average. (Call TCEQ staff at 512/239-6960 to get this

number.)

B Add 2°,0 - for utilities with 200 or less customers

C Add 1°it, if the utility can demonstrate that it has both: I^y

1 Debt/equity ratio is greater than 60% (Table IV. D. - O= 0) AND

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

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

I
1 unstable.population - Weekender/seasonal population:

I7:oL .,; +nrol r e.nmerc• (1R IMI

b. %10%'of total customers and do not use seasonal reconnect fee; t

commercial customers account for more than 15% of revenues

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

,years; declining.population 7 eV ( 7-7-7 -i-^-? °y
ao r^ Z UrF -0^9m

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

EAdd 1% if the utility is a stand alone sewer system with no agreement for either billing and
i collection or discontinuance for nonpayment with the water supplier. -0 0 Ay 01- "Ph

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

^1 Number of complaints
2 complaints or less per year to TCEQ for less than 200 customer system

^2+ No major deficiencies in the most recent PVVS inspection report

3 IJo current or prior enforcement actions under current management within the last 3 years

4 Good faith efforts to solve any current problems

G Add 1°k, if the utility can demonstrate that it has at least 4 of the following 5 conditions:
1,0

h

1 I well-maintained, up-to-date books and records :`.

2 effective communications and good customer relations
kff

3 consistently timely in meeting reporting requirements (ex, annual reports for last 3 years)
and payment of lees

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

L^x"^ i^F%'„9!j

1 5 Less than 12% unaccounted for water - (Section VI H of the Application - Page 16 of 4

^a>
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H he utility car, demonstrate that iz has at least 4 of the following 5 conditions.

ucture - any two of the following

F

zero gallons included in minimum bill

T

gallonage rate sei high enough to encourage conservation (> S;2.00/1 000 cal.)
use of inclining blocks, i. e. higher use pays higher cosiC.

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

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

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

5 unaccounted for water
a. s10% and/or
b, successiul program to reduce losses (ex. leak detection & repair) (within last 3

years 25% reduction since program implemented)

Total Rate of Return %

°2o^27of 27^^.=C:_5n423(15/0_')
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pate of Return Vdorksheei- ^j b

UStep UJC I7

i 3aa Public Utility Bond average. all TCEO staff a-' 512/239-6960 to get this
A Idiosi curren

number)
d 21/a - for utilities with 200 or less customers

Add 1°h if the utility can demonstrate thai it has both

1 Debt/equity ratio is greater than 60% (Table IV. D. - 0^^J) AND

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

operations
if the utihty can demonstrate that it has at least 2 of the following ,4 conditions 1,0

1°/D ,Add
1 unstable.population - Weekender/seasonal population:

>25% of total customers; ORa. >10% of total customers and do not use seasonal reconnect fee;
b .

2. commercial customers account for more than 15% of revenues

3 low growth ss than 5% customer growth over the last three years; ORla, e
tation of potential customer growth of less than 5% over the next thr

b, documen
years; osclining.population ^Db ! ^^ 3 + q &t)4

4 aging system
more than 50% depreciated; DRa.
low rate base (<S600/customer)a,

stem with no agreement for either billing and
E Add 1% it the utility is a stand alone sewer sy plier IJ (kater suth .pe wcollection or discontinuance for nonpayment with

nditions:ing cocan demonstrate tnat it has at least 3 oT the ^ followutilitit th1/F yeAdd 1 o
1 Number of complaints

2 complaints or less per year to TCEGl for less than 200 customer system

2 1 No major deficiencies in the most recent PVVS inspection report .
ement within the last 3 yearsnat ma g

3 No current or prior enforcement actions under curren

4 Good faith efforts to solve any current problems
demonstrate that it has at leasi 4 of the following 5 conditions: 1DG Add 1% if the utility can

1 well-maintaine, up-to-date boolcs and records

2 effective communications and good customer relations

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

and payment of fees

I4
exhibit fiscal responsibility with respect to rate filings, including completeness, accuracy

and frequency V
5 j Less than 12% unaccounted for water -(Seciion VIII of the Applir

.,ation - Page 16 of 41) 1

e

C-3 -S
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Add '( °/L if the utility can demonstrate that it has at least 4 of the following 5 conditions.
0

1 rate structure - any two of the following
zero gallons included in minimum billa .

b. gallonage rate set high enough to encourage conservation S;2 UC)' 10 0U gai.)

C. use of inclining blocks, i.e. higher use pays higher cost

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

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

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

5 unaccounted for water
a. 310% and/or

successful.program to reduce losses (e), leak detection & repair) (within last 3b ,
years 25°!u reduction since program implemented)

Total Rate of Return °ib 0. Lf

Pa_o^2i d. 27
TC=,'?-1042; (11/02)



^^_ , _ ---- .
(4/29/2010) EFiling - 3of_4 DD-m2009-0505-UCR PrefileAttach---EP_ 042910.pdf Page 41

^

Rate of Return Worl:sh°et

7

°ic
Siep I

7^

D J^i

A
to get thisIdiost current Baia Public utility Bond average. (Call TCEO staff at -12/239 -6960

B

number)
Add 2% - for utilities with 200 or less customers

C Add 1% if the utility can demonstrate that it has both:

I Debt/equity ratio is greater than 60% (Table IV. D. - q 0) AND

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

operations

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

1 unstable population - lhieekender/seasonal population:
• >25% of total customers; ORa .

b• >10% of total customers and do not use seasonal reconnect fee;

2. commercial customers account for more than 15% of revenues ,g'

3 low growth
less than 5% customer growth over the last three years; ORa •
documentation of potential customer growth of less than 5% over the nextb

thr
•

years; declining.population 2_yp6 - ^-7 -f- % bpD
4' zZ f'L ^_)-rd 7- -F S?^ :

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

3

E Add 1% if the utility is a stand alone sewer system with no agreement for either billing and I^ I

collection or discontinuance for nonpayment with the water supplier.

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

1 Number of complaints
2 complaints or less per year to TCEC^ for less than 200 customer system

2 No rnajor deficiencies in the most receni PWS inspection report

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

4 Good faith efforts to solve any current problems

G Add 1%, if the utility can demonstrate that it has at least 4 of the following 5 conditions: r v

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

2 effective communications and good customer relations
y •^;

3 consistently tunely in meeting reporting requirements (ex. annual reports for last 3 years)
and payment of fees

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

l.

..16 of Li)P j
5

ageLess than 12% unaccounted for water -(Section VIII of the Application - w».rua ^

C `l()
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