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TPDES Permit No. WQ0014672001
Statement of Basis/Technical Summary and Executive Director's Preliminary Decision

The draft permit includes a requirement for the permittee to obtain legal restrictions prohibiting residential structures
within the part of the buffer zone not owned by the permittee according to 30 TAC Section 309.13(e)(3).

The draft permit includes Sludge Provisions according to the requirements of 30 TAC Chapter 312, Sludge Use,
Disposal and Transportation. Sludge generated from the treatment facility is hauled by a registered transporter to
San Antonio Water System (Dos Rios) Wastewater Treatment Facility, Permit No. WQ0010137033 to be dewatered
and then disposed of with the bulk of the sludge from the plant accepting the sludge. The draft permit also authorizes
the disposal of sludge at a TCEQ registered or permitted land application site, commercial land application site or

co-disposal landfill.

SUMMARY OF CHANGES FROM APPLICATION

The applicant requested effluent limitations, based on a 30-day average, of 10 mg/1 BOD5 and 15 mg/1 TSS.
However, effluent limitations in the draft permit, based on a 30-day average, are 10 mg/1 CBOD5,15 mg/1 TSS, 3 mg/1
NH3-N, and 4.0 mg/1 minimum dissolved oxygen (DO).

On February 17, 2006, the applicant submitted a request to authorize the transportation of sludge to another
wastewater treatment facility for disposal. The draft permit also authorizes the disposal of sludge at a TCEQ
registered or permitted land application site, commercial land application site or co-disposal landfill.

SUMMARY OF CHANGES FROM EXISTING PERMIT

N/A - New permit.

BASIS FOR PROPOSED DRAFT PERMIT

The following items were considered in developing the proposed permit draft:

Application received December 13, 2005 and additional information received January 13th, January 20th,
February 17th, and February 21 st, 2006.

2. The effluent limitations and/or conditions in the draft permit comply with the Texas Surface Water Quality

Standards, 30 TAC Sections 307.1 - 307.10.

The effluent limitations in the draft permit meet the requirements for secondary treatment and the
requirements for disinfection according to 30 TAC Chapter 309, Subchapter A: Domestic Wastewater
Effluent Limitations.

4. Interoffice memoranda from the Water Quality Assessment Section of the TCEQ Water Quality Division.

Consistency with the Coastal Management Plan: The facility is not located in the Coastal Management
Program boundary.

6. "Procedures to Implement the Texas Surface Water Quality Standards," Texas Commission on
Environmental Quality, January 2003.

7. Texas 2002 Clean Water Act Section 303(d) List, Texas Commission on Environmental Quality, February
2005.
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"TNRCC Guidance Document for Establishing Monitoring Frequencies for Domestic and Industrial
Wastewater Discharge Permits," Document No. 98-001.000-OWR-WQ, May 1998.

PROCEDURES FOR FINAL DECISION

When an application is declared administratively complete, the Chief Clerk sends a letter to the applicant advising
the applicant to publish the Notice of Receipt of Application and Intent to Obtain Permit in the newspaper. In
addition, the Chief Clerk instructs the applicant to place a copy of the application in a public place for review and
copying in the county where the facility is or will be located. This application will be in a public place throughout
the comment period. The Chief Clerk also mails this notice to any interested persons and, if required, to landowners
identified in the permit application. This notice informs the public about the application, and provides that an
interested person may file comments on the application or request a contested case hearing or a public meeting.

Once a draft permit is completed, it is sent, along with the Executive Director's preliminary decision, as contained
in the technical summary or fact sheet, to the Chief Clerk. At that time, Notice of Application and Preliminary
Decision will be mailed to the same people and published in the same newspaper as the prior notice. This notice sets
a deadline for making public comments. The applicant must place a copy of the Executive Director's preliminary
decision and draft permit in the public place with the application. This notice sets a deadline for public comment.

Any interested person may request a public meeting on the application until the deadline for filing public comments.
A public meeting is intended for the taking of public comment, and is not a contested case proceeding.

After the public comment deadline, the Executive Director prepares a response to all significant public comments
on the application or the draft permit raised during the public comment period. The Chief Clerk then mails the
Executive Director's Response to Comments and Final Decision to people who have filed comments, requested a
contested case hearing, or requested to be on the mailing list. This notice provides that if a person is not satisfied
with the Executive Director's response and decision, they can request a contested case hearing or file a request to
reconsider the Executive Director's decision within 30 days after the notice is mailed.

The Executive Director will issue the permit unless a written hearing request or request for reconsideration is filed
within 30 days after the Executive Director's Response to Comments and Final Decision is mailed. If a hearing
request or request for reconsideration is filed, the Executive Director will not issue the permit and will forward the
application and request to the TCEQ Commissioners for their consideration at a scheduled Commission meeting.
If a contested case hearing is held, it will be a legal proceeding similar to a civil trial in state district court.

If the Executive Director calls a public meeting or the Commission grants a contested case hearing as described
above, the Commission will give notice of the date, time, and place of the meeting or hearing. If a hearing request
or request for reconsideration is made, the Commission will consider all public comments in making its decision and
shall either adopt the Executive Director's response to public comments or prepare its own response.

For additional information about this application contact June Ella Martinez at (512) 239-3235.

J
dicipal

Ella Mtinez
Permits Team

Wastewater Permitting Section (MC 148)

Date
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TPDESPERMITNO W00014672001
[For TCEQOffaceUseOnly
EPA ID No TX0128449]

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
P.O. Box 13087

Austin, Texas 78711-3087

PERMIT TO DISCHARGE WASTES
under provisions of

Section 402 of the Clean Water Act
and Chapter 26 of the Texas Water Code

South Central Water Company

whose mailing address is

P.O. Box 570177
Houston, Texas 77257-0177

is authorized to treat and discharge wastes from the Quail Run Wastewater Treatment Facility, SIC Code 4952

located approximately 500 feet south-southeast of the intersection of Pine Valley Drive and Champions Boulevard
in the Quail Run Subdivision in Wilson County, Texas

to an unnamed tributary; thence to Lower Cibolo Creek in Segment No. 1902 of the San Antonio River Basin

only according with effluent limitations, monitoring requirements and other conditions set forth in this permit, as well
as the rules of the Texas Commission on Environmental Quality (TCEQ), the laws of the State of Texas, and other
orders of the TCEQ. The issuance of this permit does not grant to the permittee the right to use private or public
property for conveyance of wastewater along the discharge route described in this permit. This includes, but is not
limited to, property belonging to any individual, partnership, corporation or other entity. Neither does this permit
authorize any invasion of personal rights nor any violation of federal, state, or local laws or regulations It is the
responsibility of the permittee to acquire property rights as may be necessary to use the discharge route.

This permit shall expire at midnight, March 1, 2010.

ISSUED DATE:

For the Commission
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South Central Water Company TPDES Permit No. WQ0014672001

DEFINITIONS AND STANDARD PERMIT CONDITIONS

As required by Title 30 Texas Administrative Code (TAC) Chapter 305, certain regulations appear as standard conditions in waste
discharge permits. 30 TAC §§ 305.121 - 305.129 (relating to Permit Characteristics and Conditions) as promulgated under the
Texas Water Code §§ 5.103 and 5.105, and the Texas Health and Safety Code §§ 361.017 and 361.024(a), establish the
characteristics and standards for waste discharge permits, including sewage sludge, and those sections of 40 Code of Federal
Regulations (CFR) Part 122 adopted by reference by the Commission. The following text includes these conditions and
incorporates them into this permit. All definitions in Section 26.001 of the Texas Water Code and 30 TAC Chapter 305 shall
apply to this permit and are incorporated by reference. Some specific definitions of words or phrases used in this permit are as
follows:

1. Flow Measurements

a. Annual average flow - the arithmetic average of all daily flow determinations taken within the preceding 12 consecutive
calendar months. The annual average flow determination shall consist of daily flow volume determinations made by a
totalizing meter, charted on a chart recorder and limited to major domestic wastewater discharge facilities with a 1
million gallons per day or greater permitted flow.

b. Daily average flow - the arithmetic average of all determinations of the daily flow within a period of one calendar month.
The daily average flow determination shall consist of determinations made on at least four separate days. If instantaneous
measurements are used to determine the daily flow, the determination shall be the arithmetic average of all instantaneous
measurements taken during that month. Daily average flow determination for intermittent discharges shall consist of a
minimum of three flow determinations on days of discharge.

c. Daily maximum flow - the highest total flow for any 24-hour period in a calendar month.

d. Instantaneous flow - the measured flow during the minimum time required to interpret the flow measuring device.

e. 2-hour peak flow (domestic wastewater treatment plants) - the maximum flow sustained for a two-hour period during
the period of daily discharge. The average of multiple measurements of instantaneous maximum flow within a two-hour
period may be used to calculate the 2-hour peak flow.

f. Maximum 2-hour peak flow (domestic wastewater treatment plants) - the highest 2-hour peak flow for any 24-hour period
in a calender month.

2. Concentration Measurements

a. Daily average concentration -the arithmetic average of all effluent samples, composite or grab as required by this permit,
within a period of one calendar month, consisting of at least four separate representative measurements.

i. For domestic wastewater treatment plants - When four samples are not available in a calendar month, the arithmetic
average (weighted by flow) of all values in the previous four consecutive month period consisting of at least four
measurements shall be utilized as the daily average concentration.

ii. For all other wastewater treatment plants - When four samples are not available in a calender month, the arithmetic
average (weighted by flow) of all values taken during the month shall be utilized as the daily average concentration.

b. 7-day average concentration - the arithmetic average of all effluent samples, composite or grab as required by this permit,
within a period of one calendar week, Sunday through Saturday.

c. Daily maximum concentration - the maximum concentration measured on a single day, by the sample type specified in
the permit, within a period of one calender month.

d. Daily discharge - the discharge of a pollutant measured during a calendar day or any 24-hour period that reasonably
represents the calendar day for purposes of sampling. For pollutants with limitations expressed in terms of mass, the
"daily discharge" is calculated as the total mass of the pollutant discharged over the sampling day. For pollutants with
limitations expressed in other units of measurement, the "daily discharge" is calculated as the average measurement of
the pollutant over the sampling day.

The "daily discharge" determination of concentration made using a composite sample shall be the concentration of the
composite sample. When grab samples are used, the "daily discharge" determination of concentration shall be the
arithmetic average (weighted by flow value) of all samples collected during that day.
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e. Fecal coliformbacteria concentration - the number of colonies of fecal coliform bacteria per 100 milliliters effluent. The
daily average fecal coliform bacteria concentration is a geometric mean of the values for the effluent samples collected
in a calendar month. The geometric mean shall be determined by calculating the nth root of the product of all
measurements made in a calender month, where n equals the number of measurements made; or, computed as the
antilogarithm of the arithmetic mean of the logarithms of all measurements made in a calender month. For any
measurement of fecal coliform bacteria equaling zero, a substituted value of one shall be made for input into either
computation method. The 7-day average for fecal coliform bacteria is the geometric mean of the values for all effluent
samples collected during a calender week.

f. Daily average loading (lbs/day) - the arithmetic average of all daily discharge loading calculations during a period of one
calender month. These calculations must be made for each day of the month that a parameter is analyzed. The daily
discharge, in terms of mass (lbs/day), is calculated as (Flow, MGD x Concentration, mg/l x 8.34).

g. Daily maximum loading (lbs/day) - the highest daily discharge, in terms of mass (lbs/day), within a period of one
calender month.

3. Sample Type

a. Composite sample - For domestic wastewater, a composite sample is a sample made up of a minimum of three effluent
portions collected in a continuous 24-hour period or during the period of daily discharge if less than 24 hours, and
combined in volumes proportional to flow, and collected at the intervals required by 30 TAC § 319.9 (a). For industrial
wastewater, a composite sample is a sample made up of a minimum of three effluent portions collected in a continuous
24-hour period or during the period of daily discharge if less than 24 hours, and combined in volumes proportional to
flow, and collected at the intervals required by 30 TAC § 319.9 (b).

b. Grab sample - an individual sample collected in less than 15 minutes.

4. Treatment Facility (facility) - wastewater facilities used in the conveyance, storage, treatment, recycling, reclamation and/or
disposal of domestic sewage, industrial wastes, agricultural wastes, recreational wastes, or other wastes including sludge
handling or disposal facilities under the jurisdiction of the Commission.

5. The term "sewage sludge" is defined as solid, semi-solid, or liquid residue generated during the treatment of domestic sewage
in 30 TAC Chapter 312. This includes the solids which have not been classified as hazardous waste separated from
wastewater by unit processes .

6. Bypass - the intentional diversion of a waste stream from any portion of a treatment facility.

MONITORING AND REPORTING REQUIREMENTS

1. Self-Reporting

Monitoring results shall be provided at the intervals specified in the permit. Unless otherwise specified in this permit or
otherwise ordered by the Commission, the permittee shall conduct effluent sampling and reporting in accordance with 30 TAC

§§319.4 - 319.12. Unless otherwise specified, a monthly effluent report shall be submitted each month, to the Enforcement
Division (MC 224), by the 20th day of the following month for each discharge which is described by this permit whether or
not a discharge is made for that month. Monitoring results must be reported on an approved self-report form, that is signed
and certified as required by Monitoring and Reporting Requirements No. 10.

As provided by state law, the permittee is subject to administrative, civil and criminal penalties, as applicable, for negligently
or knowingly violating the Clean Water Act, the Texas Water Code, Chapters 26, 27, and 28, and Texas Health and Safety
Code, Chapter 361, including but not limited to knowingly making any false statement, representation, or certification on any
report, record, or other document submitted or required to be maintained under this permit, including monitoring reports or
reports of compliance or noncompliance, or falsifying, tampering with or knowingly rendering inaccurate any monitoring
device or method required by this permit or violating any other requirement imposed by state or federal regulations.

2. Test Procedures

Unless otherwise specified in this permit, test procedures for the analysis of pollutants shall comply with procedures specified
in 30 TAC §§319.11 - 319.12. Measurements, tests and calculations shall be accurately accomplished in a representative
manner.

Page 4



• •
South Central Water Company TPDES Permit No. WQ0014672001

3. Records of Results

a. Monitoring samples and measurements shall be taken at times and in a manner so as to be representative of the monitored
activity.

b. Except for records of monitoring information required by this permit related to the permittee's sewage sludge use and
disposal activities, which shall be retained for a period of at least five years (or longer as required by 40 CFR Part 503),
monitoring and reporting records, including strip charts and records of calibration and maintenance, copies of all records
required by this permit, records of all data used to complete the application for this permit, and the certification required
by 40 CFR § 264.73(b)(9) shall be retained at the facility site, or shall be readily available for review by a TCEQ
representative for a period of three years from the date of the record or sample, measurement, report, application or
certification. This period shall be extended at the request of the Executive Director.

c. Records of monitoring activities shall include the following:

i. date, time and place of sample or measurement;
ii. identity of individual who collected the sample or made the measurement.
iii. date and time of analysis;
iv. identity of the individual and laboratory who performed the analysis;
v. the technique or method of analysis;' and
vi. the results of the analysis or measurement and quality assurance/quality control records.

The period during which records are required to be kept shall be automatically extended to the date of the final
disposition of any administrative or judicial enforcement action that may be instituted against the permittee.

4. Additional Monitoring by Permittee

If the permittee monitors any pollutant at the location(s) designated herein more frequently than required by this permit using
approved analytical methods as specified above, all results of such monitoring shall be included in the calculation and
reporting of the values submitted on the approved self-report form. Increased frequency of sampling shall be indicated on
the self-report form.

5. Calibration of Instruments

All automatic flow measuring or recording devices and all totalizing meters for measuring flows shall be accurately calibrated
by a trained person at plant start-up and as often thereafter as necessary to ensure accuracy, but not less often than annually
unless authorized by the Executive Director for a longer period. Such person shall verify in writing that the device is
operating properly and giving accurate results. Copies of the verification shall be retained at the facility site and/or shall be
readily available for review by a TCEQ representative for a period of three years.

6. Compliance Schedule Reports

Reports of compliance or noncompliance with, or any progress reports on, interim and final requirements contained in any
compliance schedule of the permit shall be submitted no later than 14 days following each schedule date to the Regional
Office and the Enforcement Division (MC 224).

7. Noncompliance Notification

a. In accordance with 30 TAC § 305.125(9) any noncompliance which may endanger human health or safety, or the
environment shall be reported by the permittee to the TCEQ. Report of such information shall be provided orally or by
facsimile transmission (FAX) to the Regional Office within 24 hours ofbecoming aware of the noncompliance. A written
submission of such information shall also be provided by the permittee to the Regional Office and the Enforcement
Division (MC 224) within five working days of becoming aware of the noncompliance. The written submission shall
contain a description of the noncompliance and its cause; the potential danger to human health or safety, or the
environment; the period ofnoncompliance, including exact dates and times; if the noncompliance has not been corrected
the time it is expected to continue; and steps taken or planned to reduce, eliminate, and prevent recurrence of the
noncompliance, and to mitigate its adverse effects.

b. The following violations shall be reported under Monitoring and Reporting Requirement 7.a.:
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i. Unauthorized discharges as defined in Permit Condition 2(g).
ii. Any unanticipated bypass which exceeds any effluent limitation in the permit.
iii. Violation of a permitted maximum daily discharge limitation for pollutants listed specifically in the Other

Requirements section of an Industrial TPDES permit.

c. In addition to the above, any effluent violation which deviates from the permitted effluent limitation by more than 40%
shall be reported by the permittee in writing to the Regional Office and the Enforcement Division (MC 224) within 5
working days of becoming aware of the noncompliance.

d. Any noncompliance other than that specified in this section, or any required information not submitted or submitted
incorrectly, shall be reported to the Enforcement Division (MC 224) as promptly as possible. For effluent limitation
violations, noncompliances shall be reported on the approved self-report form.

8. In accordance with the procedures described in 30 TAC §§ 35.301 - 35.303 (relating to Water Quality Emergency and
Temporary Orders) if the permittee knows in advance of the need for a bypass, it shall submit prior notice by applying for
such authorization.

9. Changes in Discharges of Toxic Substances

All existing manufacturing, commercial, mining, and silvicultural permittees shall notify the Regional Office, orally or by
facsimile transmission within 24 hours, and both the Regional Office and the Enforcement Division (MC 224) in writing
within five (5) working days, after becoming aware of or having reason to believe:

a. That any activity has occurred or will occur which would result in the discharge, on a routine or frequent basis, of any
toxic pollutant listed at 40 CFR Part 122, Appendix D, Tables II and III (excluding Total Phenols) which is not limited
in the permit, if that discharge will exceed the highest of the following "notification levels":

i. One hundred micrograms per liter (100 µg/L);
ii. Two hundred micrograms per liter (200 µg/L) for acrolein and acrylonitrile; five hundred micrograms per liter (500

µg/L) for 2,4-dinitrophenol and for 2-methyl-4,6-dinitrophenol; and one milligram per liter (1 mg/L) for antimony;
iii. Five (5) times the maximum concentration value reported for that pollutant in the permit application; or
iv. The level established by the TCEQ.

b. That any activity has occurred or will occur which would result in any discharge, on a nonroutine or infrequent basis,
of a toxic pollutant which is not limited in the permit, if that discharge will exceed the highest of the following
"notification levels":

i. Five hundred micrograms per liter (500 µg/L);
ii. One milligram per liter (1 mg/L) for antimony;
iii. Ten (10) times the maximum concentration value reported for that pollutant in the permit application; or
iv. The level established by the TCEQ.

10. Signatories to Reports

All reports and other information requested by the Executive Director shall be signed by the person and in the manner
required by 30 TAC § 305.128 (relating to Signatories to Reports).

11. All Publicly Owned Treatment Works (POTWs) must provide adequate notice to the Executive Director of the following:

a. Any new introduction of pollutants into the POTW from an indirect discharger which would be subject to section 301
or 306 of the CWA if it were directly discharging those pollutants;

b. Any substantial change in the volume or character of pollutants being introduced into that POTW by a source introducing

pollutants into the POTW at the time of issuance of the permit; and

c. For the purpose of this paragraph, adequate notice shall include information on:

i. The quality and quantity of effluent introduced into the POTW; and
ii. Any anticipated impact of the change on the quantity or quality of effluent to be discharged from the POTW.
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PERMIT CONDITIONS

1. General

a. When the permittee becomes aware that it failed to submit any relevant facts in a permit application, or submitted
incorrect information in an application or in any report to the Executive Director, it shall promptly submit such facts or
information.

b. This permit is granted on the basis of the information supplied and representations made by the permittee during action
on an application, and relying upon the accuracy and completeness of that information and those representations. After
notice and opportunity for a hearing, this permit may be modified, suspended, or revoked, in whole or in part, in
accordance with 30 TAC Chapter 305, Subchapter D, during its term for good cause including, but not limited to, the
following:

i. Violation of any terms or conditions of this permit;
ii. Obtaining this permit by misrepresentation or failure to disclose fully all relevant facts; or
iii. A change in any condition that requires either a temporary or permanent reduction or elimination of the authorized

discharge.

c. The permittee shall furnish to the Executive Director, upon request and within a reasonable time, any information to
determine whether cause exists for amending, revoking, suspending or terminating the permit. The permittee shall also
furnish to the Executive Director, upon request, copies of records required to be kept by the permit.

2. Compliance

a. Acceptance of the permit by the person to whom it is issued constitutes acknowledgment and agreement that such person
will comply with all the terms and conditions embodied in the permit, and the rules and other orders of the Commission.

b. The permittee has a duty to comply with all conditions of the permit. Failure to comply with any permit condition
constitutes a violation of the permit and the Texas Water Code or the Texas Health and Safety Code, and is grounds for
enforcement action, for permit amendment, revocation or suspension, or for denial of a permit renewal application or
an application for a permit for another facility.

c. It shall not be a defense for a permittee in an enforcement action that it would have been necessary to halt or reduce the
permitted activity in order to maintain compliance with the conditions of the permit.

d. The permittee shall take all reasonable steps to minimize or prevent any discharge or sludge use or disposal or other
permit violation which has a reasonable likelihood of adversely affecting human health or the environment.

e. Authorization from the Commission is required before beginning any change in the permitted facility or activity that may
result in noncompliance with any permit requirements.

f. A permit may be amended, suspended and reissued, or revoked for cause in accordance with 30 TAC §§ 305.62 and
305.66 and Texas Water Code Section 7.302. The filing of a request by the permittee for a permit amendment,
suspension and reissuance, or termination, or a notification of planned changes or anticipated noncompliance, does not
stay any permit condition.

g. There shall be no unauthorized discharge of wastewater or any other waste. For the purpose of this permit, an
unauthorized discharge is considered to be any discharge of wastewater into or adjacent to water in the state at any
location not permitted as an outfall or otherwise defined in the Other Requirements section of this permit.

It In accordance with 30 TAC § 305.535(a), the permittee may allow any bypass to occur from a TPDES permitted facility
which does not cause permitted effluent limitations to be exceeded or an unauthorized discharge to occur, but only if the
bypass is also for essential maintenance to assure efficient operation.

i. The permittee is subject to administrative, civil, and criminal penalties, as applicable, under Texas Water Code § §7.051 -
7.075 (relating to Administrative Penalties), 7.101 - 7.111 (relating to Civil Penalties), and 7.141 - 7.202 (relating to
Criminal Offenses and Penalties) for violations including, but not limited to, negligently or knowingly violating the
federal Clean Water Act, §§ 301, 302, 306, 307, 308, 318, or 405, or any condition or limitation implementing any
sections in a permit issued under the CWA § 402, or any requirement imposed in a pretreatment program approved under
the CWA §§ 402 (a)(3) or 402 (b)(8).
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a. Inspection and entry shall be allowed as prescribed in the Texas Water Code Chapters 26, 27, and 28, and Texas Health
and Safety Code Chapter 361.

The members of the Commission and employees and agents of the Commission are entitled to enter any public or private
property at any reasonable time for the purpose of inspecting and investigating conditions relating to the quality of water
in the state or the compliance with any rule, regulation, permit or other order of the Commission. Members, employees,
or agents of the Commission and Commission contractors are entitled to enter public or private property at any
reasonable time to investigate or monitor or, if the responsible party is not responsive or there is an immediate danger
to public health or the environment, to remove or remediate a condition related to the quality of water in the state.
Members, employees, Commission contractors, or agents acting under this authority who enter private property shall
observe the establishment's rules and regulations concerning safety, internal security, and fire protection, and if the
property has management in residence, shall notify management or the person then in charge of his presence and shall
exhibit proper credentials. If any member, employee, Commission contractor, or agent is refused the right to enter in
or on public or private property under this authority, the Executive Director may invoke the remedies authorized in Texas
Water Code Section 7.002. The statement above, that Commission entry shall occur in accordance with an
establishment's rules and regulations concerning safety, internal security, and fire protection, is not grounds for denial
or restriction of entry to any part of the facility, but merely describes the Commission's duty to observe appropriate rules
and regulations during an inspection.

4. Permit Amendment and/or Renewal

a. The permittee shall give notice to the Executive Director as soon as possible of any planned physical alterations or
additions to the permitted facility if such alterations or additions would require a permit amendment or result in a
violation of permit requirements. Notice shall also be required under this paragraph when:

i. The alteration or addition to a permitted facility may meet one of the criteria for determining whether a facility is
a new source in accordance with 30 TAC § 305.534 (relating to New Sources and New Dischargers); or

ii. The alteration or addition could significantly change the nature or increase the quantity of pollutants discharged.
This notification applies to pollutants which are subject neither to effluent limitations in the permit, nor to
notification requirements in Monitoring and Reporting Requirements No. 9;

iii. The alteration or addition results in a significant change in the permittee's sludge use or disposal practices, and such
alteration, addition, or change may justify the application of permit conditions that are different from or absent in
the existing permit, including notification of additional use or disposal sites not reported during the permit
application process or not reported pursuant to an approved land application plan.

b. Prior to any facility modifications, additions, or expansions that will increase the plant capacity beyond the permitted
flow, the permittee must apply for and obtain proper authorization from the Commission before commencing

construction.

c. The permittee must apply for an amendment or renewal prior to expiration of the existing permit in order to continue a
permitted activity after the expiration date of the permit. If an application is submitted prior to the expiration date of the
permit, the existing permit shall remain in effect until the application is approved, denied, or returned. If the application
is returned or denied, authorization to continue such activity shall terminate upon the effective date of the action. If an
application is not submitted prior to the expiration date of the permit, the permit shall expire and authorization to
continue such activity shall terminate.

d. Prior to accepting or generating wastes which are not described in the permit application or which would result in a
significant change in the quantity or quality of the existing discharge, the permittee must report the proposed changes
to the Commission. The permittee must apply for a permit amendment reflecting any necessary changes in permit
conditions, including effluent limitations for pollutants not identified and limited by this permit.

e. In accordance with the Texas Water Code § 26.029(b), after a public hearing, notice of which shall be given to the
permittee, the Commission may require the permittee, from time to time, for good cause, in accordance with applicable
laws, to conform to new or additional conditions.

f. If any toxic effluent standard or prohibition (including any schedule of compliance specified in such effluent standard
or prohibition) is promulgated under Section 307(a) of the Clean Water Act for a toxic pollutant which is present in the
discharge and that standard or prohibition is more stringent than any limitation on the pollutant in this permit, this permit
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shall be modified or revoked and reissued to conform to the toxic effluent standard or prohibition The permittee shall
comply with effluent standards or prohibitions established under Section 307(a) of the Clean Water Act for toxic
pollutants within the time provided in the regulations that established those standards or prohibitions, even if the permit
has not yet been modified to incorporate the requirement.

5. Permit Transfer

a. Prior to any transfer of this permit, Commission approval must be obtained. The Commission shall be notified in writing
of any change in control or ownership of facilities authorized by this permit. Such notification should be sent to the
Applications Review and Processing Team (MC 148) of the Water Quality Division.

b. A permit may be transferred only according to the provisions of 30 TAC § 305.64 (relating to Transfer of Permits) and
30 TAC § 50.133 (relating to Executive Director Action on Application or WQMP update)

6. Relationship to Hazardous Waste Activities

This permit does not authorize any activity of hazardous waste storage, processing, or disposal which requires a permit or
other authorization pursuant to the Texas Health and Safety Code.

7. Relationship to Water Rights

Disposal of treated effluent by any means other than discharge directly to water in the state must be specifically authorized
in this permit and may require a permit pursuant to Chapter 11 of the Texas Water Code.

8. Property Rights

A permit does not convey any property rights of any sort, or any exclusive privilege.

9. Permit Enforceability

The conditions of this permit are severable, and if any provision of this permit, or the application of any provision of this
permit to any circumstances, is held invalid, the application of such provision to other circumstances, and the remainder of
this permit, shall not be affected thereby.

10. Relationship to Permit Application

The application pursuant to which the permit has been issued is incorporated herein; provided, however, that in the event of
a conflict between the provisions of this permit and the application, the provisions of the permit shall control

11. Notice of Bankruptcy.

Each permittee shall notify the executive director, in writing, immediately following the filing of a voluntary or
involuntary petition for bankruptcy under any chapter of Title 11 (Bankruptcy) of the United States Code (11 USC) by
or against:
i. the permittee;
ii. an entity (as that term is defined in 11 USC, § 101(14)) controlling the permittee or listing the permit or permittee

as property of the estate; or
iii. an affiliate (as that term is defined in 11 USC, § 101(2)) of the permittee.

b. This notification must indicate:
i. the name of the permittee and the permit number(s);
ii. the bankruptcy court in which the petition for bankruptcy was filed; and
iii. the date of filing of the petition.

OPERATIONAL REQUIREMENTS

1. The permittee shall at all times ensure that the facility and all of its systems of collection, treatment, and disposal are properly
operated and maintained. This includes, but is not limited to, the regular, periodic examination of wastewater solids within
the treatment plant by the operator in order to maintain an appropriate quantity and quality of solids inventory as described
in the various operator training manuals and according to accepted industry standards for process control Process control,
maintenance, and operations records shall be retained at the facility site, or shall be readily available for review by a TCEQ
representative, for a period of three years.
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2. Upon request by the Executive Director, the permittee shall take appropriate samples and provide proper analysis in order
to demonstrate compliance with Commission rules. Unless otherwise specified in this permit or otherwise ordered by the
Commission, the permittee shall comply with all applicable provisions of 30 TAC Chapter 312 concerning sewage sludge
use and disposal and 30 TAC §§ 319.21 - 319.29 concerning the discharge of certain hazardous metals.

3. Domestic wastewater treatment facilities shall comply with the following provisions:

a. The permittee shall notify the Municipal Permits Team, Wastewater Permitting Section (MC 148) of the Water Quality
Division, in writing, of any facility expansion at least 90 days prior to conducting such activity.

b. The permittee shall submit a closure plan for review and approval to the Land Application Team, Wastewater Permitting
Section (MC 148) of the Water Quality Division, for any closure activity at least 90 days prior to conducting such

activity. Closure is the act of permanently taking a waste management unit or treatment facility out of service and
includes the permanent removal from service of any pit, tank, pond, lagoon, surface impoundment and/or other treatment
unit regulated by this permit.

4. The permittee is responsible for installing prior to plant start-up, and subsequently maintaining, adequate safeguards to
prevent the discharge of untreated or inadequately treated wastes during electrical power failures by means of alternate power
sources, standby generators, and/or retention of inadequately treated wastewater.

5. Unless otherwise specified, the permittee shall provide a readily accessible sampling point and, where applicable, an effluent
flow measuring device or other acceptable means by which effluent flow may be determined.

6. The permittee shall remit an annual water quality fee to the Commission as required by 30 TAC Chapter 21. Failure to pay
the fee may result in revocation of this permit under Texas Water Code § 7.302(b)(6).

7. Documentation

For all written notifications to the Commission required of the permittee by this permit, the permittee shall keep and make
available a copy of each such notification under the same conditions as self-monitoring data are required to be kept and made
available. Except for information required for TPDES permit applications, effluent data, including effluent data in permits,
draft permits and permit applications, and other information specified as not confidential in 30 TAC § 1.5(d), any information
submitted pursuant to this permit may be claimed as confidential by the submitter. Any such claim must be asserted in the
manner prescribed in the application form or by stamping the words "confidential business information" on each page
containing such information. If no claim is made at the time of submission, information may be made available to the public
without further notice. If the Commission or Executive Director agrees with the designation of confidentiality, the TCEQ
will not provide the information for public inspection unless required by the Texas Attorney General or a court pursuant to
an open records request. If the Executive Director does not agree with the designation of confidentiality, the person
submitting the information will be notified.

8. Facilities which generate domestic wastewater shall comply with the following provisions; domestic wastewater treatment
facilities at permitted industrial sites are excluded.

a. Whenever flow measurements for any domestic sewage treatment facility reach 75 percent of the permitted daily average
or annual average flow for three consecutive months, the permittee must initiate engineering and financial planning for
expansion and/or upgrading of the domestic wastewater treatment and/or collection facilities. Whenever the flow
reaches 90 percent of the permitted daily average or annual average flow for three consecutive months, the permittee shall
obtain necessary authorization from the Commission to commence construction of the necessary additional treatment
and/or collection facilities. In the case of a domestic wastewater treatment facility which reaches 75 percent of the
permitted daily average or annual average flow for three consecutive months, and the planned population to be served
or the quantity of waste produced is not expected to exceed the design limitations of the treatment facility, the permittee
shall submit an engineering report supporting this claim to the Executive Director of the Commission.

If in the judgement of the Executive Director the population to be served will not cause permit noncompliance, then the
requirement of this section may be waived. To be effective, any waiver must be in writing and signed by the Director
of the Enforcement Division (MC 149) of the Commission, and such waiver of these requirements will be reviewed upon
expiration of the existing permit; however, any such waiver shall not be interpreted as condoning or excusing any

violation of any permit parameter.

b. The plans and specifications for domestic sewage collection and treatment works associated with any domestic permit
must be approved by the Commission, and failure to secure approval before commencing construction of such works or
making a discharge is a violation of this permit and each day is an additional violation until approval has been secured.
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c. Pen-nits for domestic wastewater treatment plants are granted subject to the policy of the Commission to encourage the
development of area-wide waste collection, treatment and disposal systems. The Commission reserves the right to amend
any domestic wastewater permit in accordance with applicable procedural requirements to require the system covered
by this permit to be integrated into an area-wide system, should such be developed; to require the delivery of the wastes
authorized to be collected in, treated by or discharged from said system, to such area-wide system; or to amend this
permit in any other particular to effectuate the Commission's policy. Such amendments may be made when the changes
required are advisable for water quality control purposes and are feasible on the basis of waste treatment technology,
engineering, financial, and related considerations existing at the time the changes are required, exclusive of the loss of
investment in or revenues from any then existing or proposed waste collection, treatment or disposal system.

9. Domestic wastewater treatment plants shall be operated and maintained by sewage plant operators holding a valid certificate
of competency at the required level as defined in 30 TAC Chapter 30.

10. For Publicly Owned Treatment Works (POTWs), the 30-day average (or monthly average) percent removal for BOD and
TSS shall not be less than 85 percent, unless otherwise authorized by this permit.

11. Facilities which generate industrial solid waste as defined in 30 TAC § 335.1 shall comply with these provisions:

a. Any solid waste, as defined in 30 TAC § 335.1 (including but not limited to such wastes as garbage, refuse, sludge from
a waste treatment, water supply treatment plant or air pollution control facility, discarded materials, discarded materials
to be recycled, whether the waste is solid, liquid, or semisolid), generated by the permittee during the management and
treatment of wastewater, must be managed in accordance with all applicable provisions of 30 TAC Chapter 335, relating
to Industrial Solid Waste Management.

b. Industrial wastewater that is being collected, accumulated, stored, or processed before discharge through any final
discharge outfall, specified by this permit, is considered to be industrial solid waste until the wastewater passes through
the actual point source discharge and must be managed in accordance with all applicable provisions of 30 TAC Chapter
335.

c. The permittee shall provide written notification, pursuant to the requirements of 30 TAC § 335.8(b)(1), to the Corrective
Action Section (MC 127) of the Remediation Division informing the Commission of any closure activity involving an
Industrial Solid Waste Management Unit, at least 90 days prior to conducting such an activity.

d. Construction of any industrial solid waste management unit requires the prior written notification of the proposed activity
to the Registration and Reporting Section (MC 129) of the Registration, Review, and Reporting Division. No person
shall dispose of industrial solid waste, including sludge or other solids from wastewater treatment processes, prior to
fulfilling the deed recordation requirements of 30 TAC § 335.5.

e. The term "industrial solid waste management unit" means a landfill, surface impoundment, waste-pile, industrial furnace,
incinerator, cement kiln, injection well, container, drum, salt dome waste containment cavern, or any other structure
vessel, appurtenance, or other improvement on land used to manage industrial solid waste.

f. The permittee shall keep management records for all sludge (or other waste) removed from any wastewater treatment
process. These records shall fulfill all applicable requirements of 30 TAC Chapter 335 and must include the following,
as it pertains to wastewater treatment and discharge:

i. Volume of waste and date(s) generated from treatment process;
ii. Volume of waste disposed of on-site or shipped off-site;
iii. Date(s) of disposal;
iv. Identity of hauler or transporter;
v. Location of disposal site; and
vi. Method of final disposal.

The above records shall be maintained on a monthly basis. The records shall be retained at the facility site, or shall be
readily available for review by authorized representatives of the TCEQ for at least five years.

12. For industrial facilities to which the requirements of 30 TAC Chapter 335 do not apply, sludge and solid wastes, including
tank cleaning and contaminated solids for disposal, shall be disposed of in accordance with Chapter 361 of the Texas Health
and Safety Code.

TCEQ Revision 05/2004
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SLUDGE PROVISIONS

The permittee is authorized to dispose of sludge only at a Texas Commission on Environmental Quality (TCEQ) authorized

land application site or co-disposal landfill. The disposal of sludge by land application on property owned, leased or
under the direct control of the permittee is a violation of the permit unless the site is authorized with the TCEQ. This

provision does not authorize Distribution and Marketing of sludge. This provision does not authorize land application
of Class A Sludge. This provision does not authorize the permittee to land apply sludge on property owned, leased
or under the direct control of the permittee.

SECTION I. REQUIREMENTS APPLYING TO ALL SEWAGE SLUDGE LAND APPLICATION

A. General Requirements

1. The permittee shall handle and dispose of sewage sludge in accordance with 30 TAC Chapter 312 and all other
applicable state and federal regulations in a manner which protects public health and the environment from any
reasonably anticipated adverse effects due to any toxic pollutants which may be present in the sludge.

2. In all cases, if the person (permit holder) who prepares the sewage sludge supplies the sewage sludge to another person
for land application use or to the owner or lease holder of the land, the permit holder shall provide necessary information
to the parties who receive the sludge to assure compliance with these regulations.

3. The permittee shall give 180 days prior notice to the Executive Director in care of the Wastewater Permitting Section
(MC 148) of the Water Quality Division of any change planned in the sewage sludge disposal practice.

B. Testing Requirements

Sewage sludge shall be tested once during the term of this permit in accordance with the method specified in both 40
CFR Part 261, Appendix II and 40 CFR Part 268, Appendix I [Toxicity Characteristic Leaching Procedure (TCLP)] or
other method, which receives the prior approval of the TCEQ for the contaminants listed in Table 1 of 40 CFR Section
261.24. Sewage sludge failing this test shall be managed according to RCRA standards for generators of hazardous
waste, and the waste's disposition mustbe in accordance with all applicable requirements for hazardous waste processing,
storage, or disposal. Following failure of any TCLP test, the management or disposal of sewage sludge at a facility other
than an authorized hazardous waste processing, storage, or disposal facility shall be prohibited until such time as the
permittee can demonstrate the sewage sludge no longer exhibits the hazardous waste toxicity characteristics (as
demonstrated by the results of the TCLP tests). A written report shall be provided to both the TCEQ Registration and
Reporting Section (MC 129) of the Registration, Review, and Reporting Division and the Regional Director (MC Region
13) within 7 days after failing the TCLP Test.

The report shall contain test results, certification that unauthorized waste management has stopped and a sun-unary of
alternative disposal plans that comply with RCRA standards for the management of hazardous waste. The report shall
be addressed to: Director, Registration, Review, and Reporting Division (MC 129), Texas Commission on
Environmental Quality, P. O. Box 13087, Austin, Texas 78711-3087. In addition, the permittee shall prepare an annual
report on the results of all sludge toxicity testing. This annual report shall be submitted to the TCEQ Regional Office
(MC Region 13) and the Water Quality Compliance Monitoring Team (MC 224) of the Enforcement Division by
September 1 of each year.
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2. Sewage sludge shall not be applied to the land if the concentration of the pollutants exceed the pollutant concentration
criteria in Table 1. The frequency of testing for pollutants in Table 1 is found in Section I.C.

Pollutant

TABLE 1
Ceiling Concentration

(milligrams per kilogram)*

Arsenic
Cadmium
Chromium
Copper
Lead
Mercury
Molybdenum
Nickel
PCBs
Selenium
Zinc

3. Pathogen Control

* Dry weight basis

75
85

3000
4300
840
57
75

420
49
100

7500

All sewage sludge that is applied to agricultural land, forest, a public contact site, or a reclamation site shall be treated by one
of the following methods to ensure that the sludge meets either the Class A or Class B pathogen requirements

a. Six alternatives are available to demonstrate compliance with Class A sewage sludge. The first 4 options require
either the density of fecal coliform in the sewage sludge be less than 1000 Most Probable Number (MPN) per gram
of total solids (dry weight basis), or the density of Salmonella sp. bacteria in the sewage sludge be less than three
MPN per four grams of total solids (dry weight basis) at the time the sewage sludge is used or disposed Below are
the additional requirements necessary to meet the definition of a Class A sludge.

Alternative 1 - The temperature of the sewage sludge that is used or disposed shall be maintained at or above a
specific value for a period of time. See 30 TAC Section 312.82(a)(2)(A) for specific information.

Alternative 2 - The pH of the sewage sludge that is used or disposed shall be raised to above 12 std. units and shall
remain above 12 std. units for 72 hours.

The temperature of the sewage sludge shall be above 52 degrees Celsius for 12 hours or longer during the period
that the pH of the sewage sludge is above 12 std. units.

At the end of the 72-hour period during which the pH of the sewage sludge is above 12 std. units, the sewage sludge
shall be air dried to achieve a percent solids in the sewage sludge greater than 50 percent.

Alternative 3 - The sewage sludge shall be analyzed for enteric viruses prior to pathogen treatment. The limit for
enteric viruses is less than one Plaque-forming Unit per four grams of total solids (dry weight basis) either before
or following pathogen treatment. See 30 TAC Section 312.82(a)(2)(C)(i-iii) for specific information The sewage
sludge shall be analyzed for viable helminth ova prior to pathogen treatment. The limit for viable helminth ova is
less than one per four grams of total solids (dry weight basis) either before or following pathogen treatment See
30 TAC Section 312.82(a)(2)(C)(iv-vi) for specific information.

Alternative 4 - The density of enteric viruses in the sewage sludge shall be less than one Plaque-fornung Unit per
four grains of total solids (dry weight basis) at the time the sewage sludge is used or disposed. The density of viable
helminth ova in the sewage sludge shall be less than one per four grams of total solids (dry weight basis) at the time
the sewage sludge is used or disposed.

Alternative 5 (PFRP) - Sewage sludge that is used or disposed of shall be treated in one of the processes to Further
Reduce Pathogens (PFRP) described in 40 CFR Part 503, Appendix B. PFRP include composting, heat drying, heat
treatment, and thermophilic aerobic digestion.

Alternative 6 (PFRP Equivalent) - Sewage sludge that is used or disposed of shall be treated in a process that has
been approved by the U. S. Environmental Protection Agency as being equivalent to those in Alternative 5
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b. Three alternatives are available to demonstrate compliance with Class B criteria for sewage sludge.

Alternative 1 -

i. A minimum of seven random samples of the sewage sludge shall be collected within 48 hours of the time the
sewage sludge is used or disposed of during each monitoring episode for the sewage sludge.

ii. The geometric mean of the density of fecal coliform in the samples collected shall be less than either 2,000,000
MPN per gram of total solids (dry weight basis) or 2,000,000 Colony Forming Units per gram of total solids
(dry weight basis).

Alternative 2 - Sewage sludge that is used or disposed of shall be treated in one of the Processes to Significantly
Reduce Pathogens (PSRP) described in 40 CFR Part 503, Appendix B, so long as all of the following requirements
are met by the generator of the sewage sludge.

i. Prior to use or disposal, all the sewage sludge must have been generated from a single location, except as
provided in paragraph v. below;

ii. An independent Texas Licensed Professional Engineer must make a certification to the generator of a sewage
sludge that the wastewater treatment facility generating the sewage sludge is designed to achieve one of the
PSRP at the permitted design loading of the facility. The certification need only be repeated if the design
loading of the facility is increased. The certification shall include a statement indicating the design meets all
the applicable standards specified in Appendix B of 40 CFR Part 503;

iii. Prior to any off-site transportation or on-site use or disposal of any sewage sludge generated at a wastewater
treatment facility, the chief certified operator of the wastewater treatment facility or other responsible official
who manages the processes to significantly reduce pathogens at the wastewater treatment facility for the
permittee, shall certify that the sewage sludge underwent at least the minimum operational requirements
necessary in order to meet one of the PSRP. The acceptable processes and the minimum operational and record
keeping requirements shall be in accordance with established U. S. Environmental Protection Agency final
guidance;

iv. All certification records and operational records describing how the requirements of this paragraph were met
shall be kept by the generator for a minimum of three years and be available for inspection by commission staff
for review; and

v. If the sewage sludge is generated from a mixture of sources, resulting from a person who prepares sewage
sludge from more than one wastewater treatment facility, the resulting derived product shall meet one of the
PSRP, and shall meet the certification, operation, and record keeping requirements of this paragraph.

Alternative 3 - Sewage sludge shall be treated in an equivalent process that has been approved by the U. S.
Environmental Protection Agency, so long as all of the following requirements are met by the generator of the
sewage sludge.

i. Prior to use or disposal, all the sewage sludge must have been generated from a single location, except as
provided in paragraph v. below;

ii. Prior to any off-site transportation or on-site use or disposal of any sewage sludge generated at a wastewater
treatment facility, the chief certified operator of the wastewater treatment facility or other responsible official
who manages the processes to significantly reduce pathogens at the wastewater treatment facility for the
permittee, shall certify that the sewage sludge underwent at least the minimum operational requirements
necessary in order to meet one of the PSRP. The acceptable processes and the minimum operational and record
keeping requirements shall be in accordance with established U. S. Environmental Protection Agency final
guidance;

iii. All certification records and operational records describing how the requirements of this paragraph were met
shall be kept by the generator for a minimum of three years and be available for inspection by commission staff
for review;

iv. The executive director will accept from the U. S. Environmental Protection Agency a finding of equivalency
to the defined PSRP; and

Page 14



•
South Central Water Company

•
TPDES Permit No. WQ0014672001

v. If the sewage sludge is generated from a mixture of sources resulting from a person who prepares sewage sludge
from more than one wastewater treatment facility, the resulting derived product shall meet one of the Processes
to Significantly Reduce Pathogens, and shall meet the certification, operation, and record keeping requirements
of this paragraph.

In addition, the following site restrictions must be met if Class B sludge is land applied:

i. Food crops with harvested parts that touch the sewage sludge/soil mixture and are totally above the land surface
shall not be harvested for 14 months after application of sewage sludge.

ii. Food crops with harvested parts below the surface of the land shall not be harvested for 20 months after
application of sewage sludge when the sewage sludge remains on the land surface for 4 months or longer prior
to incorporation into the soil.

iii. Food crops with harvested parts below the surface of the land shall not be harvested for 38 months after
application of sewage sludge when the sewage sludge remains on the land surface for less than 4 months prior
to incorporation into the soil.

iv. Food crops, feed crops, and fiber crops shall not be harvested for 30 days after application of sewage sludge.

v. Animals shall not be allowed to graze on the land for 30 days after application of sewage sludge.

vi. Turf grown on land where sewage sludge is applied shall not be harvested for 1 year after application of the
sewage sludge when the harvested turf is placed on either land with a high potential for public exposure or a
lawn.

vii. Public access to land with a high potential for public exposure shall be restricted for 1 year after application
of sewage sludge.

viii. Public access to land with a low potential for public exposure shall be restricted for 30 days after application
of sewage sludge.

ix. Land application of sludge shall be in accordance with the buffer zone requirements found in 30 TAC Section
312.44.

4. Vector Attraction Reduction Requirements

All bulk sewage sludge that is applied to agricultural land, forest, a public contact site, or a reclamation site shall be treated
by one of the following alternatives 1 through 10 for Vector Attraction Reduction.

Alternative 1- The mass of volatile solids in the sewage sludge shall be reduced by a minimum of 38 percent.

Alternative 2 - If Alternative I cannot be met for an anaerobically digested sludge, demonstration can be made by
digesting a portion of the previously digested sludge anaerobically in the laboratory in a bench-scale unit
for 40 additional days at a temperature between 30 and 37 degrees Celsius. Volatile solids must be
reduced by less than 17 percent to demonstrate compliance.

Alternative 3 - If Alternative 1 cannot be met for an aerobically digested sludge, demonstration can be made by
digesting a portion of the previously digested sludge with a percent solids of two percent or less
aerobically in the laboratory in a bench-scale unit for 30 additional days at 20 degrees Celsius. Volatile
solids must be reduced by less than 15 percent to demonstrate compliance.

Alternative 4 - The specific oxygen uptake rate (SOUR) for sewage sludge treated in an aerobic process shall be equal
to or less than 1.5 milligrams of oxygen per hour per gram of total solids (dry weight basis) at a
temperature of 20 degrees Celsius.

Alternative 5- Sewage sludge shall be treated in an aerobic process for 14 days or longer. During that time, the
temperature of the sewage sludge shall be higher than 40 degrees Celsius and the average temperature
of the sewage sludge shall be higher than 45 degrees Celsius.
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Alternative 6 - The pH of sewage sludge shall be raised to 12 or higher by alkali addition and, without the addition of
more alkali shall remain at 12 or higher for two hours and then remain at a pH of 11.5 or higher for an
additional 22 hours at the time the sewage sludge is prepared for sale or given away in a bag or other
container.

Alternative 7 - The percent solids of sewage sludge that does not contain unstabilized solids generated in a primary
wastewater treatment process shall be equal to or greater than 75 percent based on the moisture content
and total solids prior to mixing with other materials. Unstabilized solids are defined as organic materials
in sewage sludge that have not been treated in either an aerobic or anaerobic treatment process.

Alternative 8 - The percent solids of sewage sludge that contains unstabilized solids generated in a primary wastewater
treatment process shall be equal to or greater than 90 percent based on the moisture content and total
solids prior to mixing with other materials at the time the sludge is used. Unstabilized solids are defined
as organic materials in sewage sludge that have not been treated in either an aerobic or anaerobic
treatment process.

Alternative 9 - i. Sewage sludge shall be injected below the surface of the land.

ii. No significant amount of the sewage sludge shall be present on the land surface within one hour
after the sewage sludge is injected.

iii. When sewage sludge that is injected below the surface of the land is Class A with respect to
pathogens, the sewage sludge shall be injected below the land surface within eight hours after
being discharged from the pathogen treatment process.

Alternative 10- i. Sewage sludge applied to the land surface or placed on a surface disposal site shall be
incorporated into the soil within six hours after application to or placement on the land.

ii. When sewage sludge that is incorporated into the soil is Class A with respect to pathogens, the
sewage sludge shall be applied to or placed on the land within eight hours after being discharged
from the pathogen treatment process.

C. Monitoring Requirements

Toxicity Characteristic Leaching Procedure (TCLP) Test - once during the term of this permit

PCBs - once during the term of this permit

All metal constituents and Fecal coliform or Salmonella sp. bacteria shall be monitored at the appropriate frequency shown
below, pursuant to 30 TAC Section 312.46(a)(1):

Amount of sewage sludge (*)
metric tons per 365-day period Monitoring Frequency

0 to less than 290

290 to less than 1,500

1,500 to less than 15,000

15,000 or greater

Once/Year

Once/Quarter

Once/Two Months

Once/Month

(*) The amount of bulk sewage sludge applied to the land (dry weight basis).

Representative samples of sewage sludge shall be collected and analyzed in accordance with the methods referenced in
30 TAC Section 312.7.
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SECTION II. REQUIREMENTS SPECIFIC TO BULK SEWAGE SLUDGE FOR APPLICATION TO THE LAND
MEETING CLASS A or B PATHOGEN REDUCTION AND THE CUMULATIVE LOADING RATES
IN TABLE 2, OR CLASS B PATHOGEN REDUCTION AND THE POLLUTANT
CONCENTRATIONS IN TABLE 3

For those permittees meeting Class A or B pathogen reduction requirements and that meet the cumulative loading rates in
Table 2 below, or the Class B pathogen reduction requirements and contain concentrations of pollutants below listed in Table
3, the following conditions apply:

A. Pollutant Limits

Cumulative Pollutant Loading Rate
Pollutant (pounds per acre)
Arsenic 36
Cadmium 35
Chromium 2677
Copper 1339
Lead 268
Mercury 15
Molybdenum Report Only
Nickel 375
Selenium 89
Zinc 2500

Table 3

Monthly Average Concentration
Pollutant (milligrams per kilogram)*
Arsenic 41
Cadmium 39
Chromium 1200
Copper 1500
Lead 300
Mercury 17
Molybdenum Report Only
Nickel 420
Selenium 36
Zinc 2800

* Dry weight basis

B. Pathogen Control

All bulk sewage sludge that is applied to agricultural land, forest, a public contact site, axeclamation site, shall be treated by
either Class A or Class B pathogen reduction requirements as defined above in Section I B 3

C. Management Practices

1. Bulk sewage sludge shall not be applied to agricultural land, forest, a public contact site, or a reclamation site that is
flooded, frozen, or snow-covered so that the bulk sewage sludge enters a wetland or other waters in the State

2. Bulk sewage sludge not meeting Class A requirements shall be land applied in a manner which complies with the
Management Requirements in accordance with 30 TAC Section 312.44.

3. Bulk sewage sludge shall be applied at or below the agronomic rate of the cover crop

Table 2
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4. An information sheet shall be provided to the person who receives bulk sewage sludge sold or given away. The
information sheet shall contain the following information:

a. The name and address of the person who prepared the sewage sludge that is sold or given away in a bag or other
container for application to the land.

b. A statement that application of the sewage sludge to the land is prohibited except in accordance with the instruction
on the label or information sheet.

c. The annual whole sludge application rate for the sewage sludge application rate for the sewage sludge that does not
cause any of the cumulative pollutant loading rates in Table 2 above to be exceeded, unless the pollutant
concentrations in Table 3 found in Section II above are met.

D. Notification Requirements

1. If bulk sewage sludge is applied to land in a State other than Texas, written notice shall be provided prior to the initial
land application to the permitting authority for the State in which the bulk sewage sludge is proposed to be applied. The
notice shall include:

a. The location, by street address, and specific latitude and longitude, of each land application site.

b. The approximate time period bulk sewage sludge will be applied to the site.

c. The name, address, telephone number, and National Pollutant Discharge Elimination System permit number (if
appropriate) for the person who will apply the bulk sewage sludge.

2. The permittee shall give 180 days prior notice to the Executive Director in care of the Wastewater Permitting Section
(MC 148) of the Water Quality Division of any change planned in the sewage sludge disposal practice.

E. Record keeping Requirements

The sludge documents will be retained at the facility site and/or shall be readily available for review by a TCEQ
representative. The person who prepares bulk sewage sludge or a sewage sludge material shall develop the following
information and shall retain the information at the facility site and/or shall be readily available for review by a TCEQ
representative for a period of five years. If the permittee supplies the sludge to another person who land applies the sludge,
the permittee shall notify the land applier of the requirements for record keeping found in 30 TAC Section 312.47 for persons
who land apply.

1. The concentration (mg/kg) in the sludge of each pollutant listed in Table 3 above and the applicable pollutant
concentration criteria (mg/kg), or the applicable cumulative pollutant loading rate and the applicable cumulative pollutant
loading rate limit (lbs/ac) listed in Table 2 above.

2. A description of how the pathogen reduction requirements are met (including site restrictions for Class B sludges, if
applicable).

3. A description of how the vector attraction reduction requirements are met.

4. A description of how the management practices listed above in Section II.C are being met.

5. The following certification statement:

"I certify, under penalty of law, that the applicable pathogen requirements in 30 TAC Section 312.82(a) or (b) and the
vector attraction reduction requirements in 30 TAC Section 312.83(b) have been met for each site on which bulk sewage
sludge is applied. This determination has been made under my direction and
supervision in accordance with the system designed to ensure that qualified personnel properly gather and evaluate the
information used to determine that the management practices have been met. I am aware that there are significant
penalties for false certification including fine and imprisonment."

6. The recommended agronomic loading rate from the references listed in Section II.C.3. above, as well as the actual
agronomic loading rate shall be retained.
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The person who applies bulk sewage sludge or a sewage sludge material shall develop the following information and
shall retain the information at the facility site and/or shall be readily available for review by a TCEQ representative
indefinitely. If the permittee supplies the sludge to another person who land applies the sludge, the permittee shall notify
the land applier of the requirements for record keeping found in 30 TAC Section 312 47 for persons who land apply

1. A certification statement that all applicable requirements (specifically listed) have been met, and that the permittee
understands that there are significant penalties for false certification including fine and imprisonment. See 30 TAC
Section 312.47(a)(4)(A)(ii) or 30 TAC Section 312.47(a)(5)(A)(u), as applicable, and to the permittee's specific
sludge treatment activities.

2. The location, by street address, and specific latitude and longitude, of each site on which sludge is applied

3. The number of acres in each site on which bulk sludge is applied

4. The date and time sludge is applied to each site.

5. The cumulative amount of each pollutant in pounds/acre listed in Table 2 applied to each site

6. The total amount of sludge applied to each site in dry tons.

The above records shall be maintained on-site on a monthly basis and shall be made available to the Texas Commission on
Environmental Quality upon request.

F. Reporting Requirements

The permittee shall report annually to the TCEQ Regional Office (MC Region 13) and Water Quality Compliance Monitoring
Team (MC 224) of the Enforcement Division, by September 1 of each year the following information.

1. Results of tests performed for pollutants found in either Table 2 or 3 as appropriate for the pernnttee's land application

practices.

2. The frequency of monitoring listed in Section I.C. which applies to the perrmttee

3. Toxicity Characteristic Leaching Procedure (TCLP) results.

4. Identity of hauler(s) and TCEQ transporter number.

5. PCB concentration in sludge in mg/kg.

6. Date(s) of disposal.

7. Owner of disposal site(s).

8. Texas Commission on Environmental Quality registration number, if applicable

9. Amount of sludge disposal dry weight (lbs/acre) at each disposal site

10. The concentration (mg/kg) in the sludge of each pollutant listed in Table 1 (defined as a monthly average) as well as the
applicable pollutant concentration criteria (mg/kg) listed in Table 3 above, or the applicable pollutant loading rate limit
(lbs/acre) listed in Table 2 above if it exceeds 90% of the limit

11. Level of pathogen reduction achieved (Class A or Class a).

12. Alternative used as listed in Section I.B.3.(a. or b.). Alternatives describe how the pathogen reduction requirements are
met. If Class B sludge, include information on how site restrictions weie met

13. Vector attraction reduction alternative used as listed in Section I B 4

14. Annual sludge production in dry tons/year.
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15. Amount of sludge land applied in dry tons/year.

16. The certification statement listed in either 30 TAC Section 312.47(a)(4)(A)(ii) or 30 TAC Section 312.47(a)(5)(A)(ii)
as applicable to the permittee's sludge treatment activities, shall be attached to the annual reporting form.

17. When the amount of any pollutant applied to the land exceeds 90% of the cumulative pollutant loading rate for that
pollutant, as described in Table 2, the permittee shall report the following information as an attachment to the annual
reporting form.

a. The location, by street address, and specific latitude and longitude.

b. The number of acres in each site on which bulk sewage sludge is applied.

c. The date and time bulk sewage sludge is applied to each site.

d. The cumulative amount of each pollutant (i.e., pounds/acre) listed in Table 2 in the bulk sewage sludge applied to
each site.

e. The amount of sewage sludge (i.e., dry tons) applied to each site.

The above records shall be maintained on a monthly basis and shall be made available to the Texas Commission on
Environmental Quality upon request.
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SECTION III. REQUIREMENTS APPLYING TO ALL SEWAGE SLUDGE DISPOSED IN A MUNICIPAL SOLID

WASTE LANDFILL

A. The permittee shall handle and dispose of sewage sludge in accordance with 30 TAC Chapter 330 and all other applicable
state and federal regulations to protect public health and the environment from any reasonably anticipated adverse effects due
to any toxic pollutants that may be present. The permittee shall ensure that the sewage sludge meets the requirements in 30
TAC Chapter 330 concerning the quality of the sludge disposed in a municipal solid waste landfill.

B. If the permittee generates sewage sludge and supplies that sewage sludge to the owner or operator of a Municipal Solid Waste

Landfill (MSWLF) for disposal, the permittee shall provide to the owner or operator of the MSWLF appropriate information

needed to be in compliance with the provisions of this permit.

C. The permittee shall give 180 days prior notice to the Executive Director in care of the Wastewater Permitting Section (MC
148) of the Water Quality Division of any change planned in the sewage sludge disposal practice.

D. Sewage sludge shall be tested once during the term of this permit in accordance with the method specified in both 40 CFR
Part 261, Appendix II and 40 CFR Part 268, Appendix I (Toxicity Characteristic Leaching Procedure) or other method,
which receives the prior approval of the TCEQ for contaminants listed in Table 1 of 40 CFR Section 261.24. Sewage sludge
failing this test shall be managed according to RCRA standards for generators of hazardous waste, and the waste's disposition
must be in accordance with all applicable requirements for hazardous waste processing, storage, or disposal.

Following failure of any TCLP test, the management or disposal of sewage sludge at a facility other than an authorized
hazardous waste processing, storage, or disposal facility shall be prohibited until such time as the permittee can demonstrate
the sewage sludge no longer exhibits the hazardous waste toxicity characteristics (as demonstrated by the results of the TCLP

tests). A written report shall be provided to both the TCEQ Registration and Reporting Section (MC 129) of the Registration,
Review, and Reporting Division and the Regional Director (MC Region 13) of the appropriate TCEQ field office within 7
days after failing the TCLP Test.

The report shall contain test results, certification that unauthorized waste management has stopped and a summary of
alternative disposal plans that comply with RCRA standards for the management of hazardous waste. The report shall be

addressed to: Director, Registration, Review, and Reporting Division (MC 129), Texas Commission on Environmental
Quality, P. O. Box 13087, Austin, Texas 78711-3087. In addition, the permittee shall prepare an annual report on the results
of all sludge toxicity testing. This annual report shall be submitted to the TCEQ Regional Office (MC Region 13) and the
Water Quality Compliance Monitoring Team (MC 224) of the Enforcement Division by September 1 of each year

E. Sewage sludge shall be tested as needed, in accordance with the requirements of 30 TAC Chapter 330.

F. Record keeping Requirements

The permittee shall develop the following information and shall retain the information for five years.

1. The description (including procedures followed and the results) of all liquid Paint Filter Tests performed.

2. The description (including procedures followed and results) of all TCLP tests performed.

The above records shall be maintained on-site on a monthly basis and shall be made available to the Texas Commission
on Environmental Quality upon request.
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G. Reporting Requirements

The permittee shall report annually to the TCEQ Regional Office (MC Region 13) and Water Quality Compliance Monitoring
Team (MC 224) of the Enforcement Division by September 1 of each year the following information:

1. Toxicity Characteristic Leaching Procedure (TCLP) results.

2. Annual sludge production in dry tons/year.

3. Amount of sludge disposed in a municipal solid waste landfill in dry tons/year.

4. Amount of sludge transported interstate in dry tons/year.

5. A certification that the sewage sludge meets the requirements of 30 TAC Chapter 330 concerning the quality of the
sludge disposed in a municipal solid waste landfill.

6. Identity of hauler(s) and transporter registration number.

7. Owner of disposal site(s).

8. Location of disposal site(s).

9. Date(s) of disposal.

The above records shall be maintained on-site on a monthly basis and shall be made available to the Texas Commission
on Environmental Quality upon request.
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OTHER REQUIREMENTS

The permittee shall employ or contract with one or more licensed wastewater treatment facility operators
or wastewater system operations companies holding a valid license or registration according to the
requirements of 30 TAC Chapter 30, Occupational Licenses and Registrations and in particular 30 TAC
Chapter 30, Subchapter J, Wastewater Operators and Operations Companies.

This Category C facility must be operated by a chief operator or an operator holding a Category C license
or higher. The facility must be operated a minimum of five days per week by the licensed chief operator
or an operator holding the required level of license or higher. The licensed chief operator or operator
holding the required level of license or higher must be available by telephone or pager seven days per

week. Where shift operation of the wastewater treatment facility is necessary, each shift which does not
have the on-site supervision of the licensed chief operator must be supervised by an operator in charge
who is licensed not less than one level below the category for the facility.

2. The facility is not located in the Coastal Management Program boundary.

The permittee shall provide facilities for the protection of its wastewater treatment facilities from a 100-

year flood.

4. The permittee is hereby placed on notice that this permit may be reviewed by the TCEQ after the
completion of any new intensive water quality survey on Segment No. 1902 of the San Antonio River
Basin and any subsequent updating of the water quality model for Segment No. 1902, in order to

determine if the limitations and conditions contained herein are consistent with any such revised model.
The permit may be amended, pursuant to 30 TAC Section 305.62, as a result of such review. The
permittee is also hereby placed on notice that effluent limits may be made more stringent at renewal based
on, for example, any change to modeling protocol approved in the TCEQ Continuing Planning Process.

Prior to construction of the interim I, interim II and the final phases, the permittee shall submit sufficient
evidence of legal restrictions prohibiting residential structures within the part of the buffer zone not owned
by the permittee according to 30 TAC Section 309.13(e)(3). The evidence of legal restrictions shall be
submitted to the executive director in care of the TCEQ Wastewater Permitting Section (MC 148).The
permittee shall comply with the requirements of 30 TAC Section 309.13(a) through (d). (See Attachment

A.)

6. Reporting requirements according to 30 TAC Sections 319.1-319.11 and any additional effluent reporting
requirements contained in this pen-nit are suspended from the effective date of the permit until plant
startup or discharge, whichever occurs first, from the facility described by this permit. The permittee shall
provide written notice to the TCEQ Regional Office (MC Region 13) and the Applications Review and
Processing Team (MC 148) of the Water Quality Division at least forty-five (45) days prior to plant
startup or anticipated discharge, whichever occurs first and prior to completion of each additional phase

7. Prior to construction of the treatment facilities, the permittee shall submit to the TCEQ Wastewater
Permitting Section (MC 148) a summary submittal letter in accordance with the requirements in 30 TAC
Section 317.1. If requested by the Wastewater Permitting Section, the permittee shall submit plans,
specifications and a final engineering design report which comply with 30 TAC Chapter 317, Design
Criteria for Sewerage Systems. The permittee shall clearly show how the treatment system will meet the
permitted effluent limitations required on Page 2, 2a and 2b of the permit.
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8. The permittee is authorized to haul sludge from the wastewater treatment facility, by a licensed hauler,
to the San Antonio Water System (Dos Rios) Wastewater Treatment Facility, TPDES Permit No.
WQ0010137033, to be dewatered and then disposed of with the sludge from the plant accepting the
sludge.

The permittee shall keep records of all sludge removed from the wastewater treatment plant site and these
records shall include the following information:

a. The volume of sludge hauled;
b. The date(s) that sludge was hauled;
c. The identity of haulers; and
d. The permittee, TCEQ permit number, and location of the wastewater treatment plant to which the

sludge is hauled.

These records shall be maintained on a monthly basis and shall be reported to the TCEQ Regional Office
(MC Region 13) and the TCEQ Water Quality Compliance Monitoring Team (MC 224) of the
Enforcement Division by September 1 of each year.
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Checklist For Obtaining or Amending CCN

Purpose of Application: Administrative Review #A -

O Obtain New Water CCN O Obtain New Sewer CCN
Registration # A Registration # A

O Amend Water CCN # Amend Sewer CCN #

W Filing Fee $100 (Page 4 of Instructions & Check List)

Mr' Fees due

O' CN: & 6j ^ 6 a1,7 RN: ^© ozD^P^z ,S

[J Original and three copies of application received (Item 2 on page 2 of Instructions & Checklist)
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outh Central Water Company

Po Box 570177
Houston, Texas 77257

713-783-6611

January 19, 2006

Texas Commission on Environmental Quality
Registration, Review & Reporting Division
Permit Administrative Review Section
Water Quality Applications Team
MC-156
PO Box 13087
Austin Texas 78711-3087

To Whom It May Concern:

^^^^15) 7M

AN ^ 4 2006 P
UTILITIES & DISTRICTS

SECTION

Please fmd enclosed one original application four copies for a proposed CCN Application according to the
following:

Type of Application: Application to Amend a Sewer CCN

Applicant: South Central Water Company

CCN Number: 20964

Name of the Facility: Quail Run

Aj3 application fee of $100.00 is attached with this submittal.

Thank you,

Jeff Goebel
713-783-6611
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SOUTH CENTRAL WATER COMPANY

P. O. Box 570177
Houston, Texas 77257-0177

(713) 783-6811 (Phone)
(713) 783-6321 (Fax)

May 23, 2005

7, Capital Concepts, Inc.
P. O. Box 14744
Albuquerque, New Mexico 87191-4744

Attentlon: Mr. Hank Harenberg, CEO

Reference: Letter of Intent
The Meadows at Quail Run

Dear Mr, Harenberg:

PAGE 02
713 755 6321 P.03r13

r, r7- F-1.
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This will update our proposal of April 28, 2005 based on our previous meetings and recent
information received from the TCEQ regarding the development of The Meadows at Quail Run and
expresses our intent to provide water supply and wastewater collection and treatment services to

your proposed development of 600 - 700 single family home sites on 800 - 800 acres in Wilson

County, Texas.

Our understanding is that:

1. The development will be constructed in phases and water and wastewater services will be
required to match development.

2. It is agreed that you, as the developer, are contracting with South Central Water Company
(SCWCO) as a state-licensed retail public utility, to provide that service to the existing
development contingent upon the Texas Commission on Environmental Quality (°TCEQ")
issuing SCWCO the necessary wastewater permits required by this project and conveying the
existing water CCN to SWCO.

3. There Is an acceptable wastewater effluent-receiving stream or adequate land for surface
disposal on site and adequate and economic surface or ground water is available to meet the
ultimate water supply requirements. Adequate shall be determined by reference to TCEQ
published rule standards, which apply uniformly to all Texas water and sewer utilities.
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May 23, 2005
Page 2

4. The Developer covenants it currently has adequate financing to complete and market the

project.

5. The project will move forward in a reasonable manner with development, construction and
move-ins per a mutually acceptable schedule.

6. A mutually acceptable schedule of payments will be established, composed of TCEQ

approved tariffs, and Contributions in Aid of Construction ("CIAC") by the Developer as agreed
to by the parties and permitted by TCEQ rule and the tariffs.

By the Developer

1. Design and construct the water distribution through meter boxes and curb stops at each lot
and wastewater collection systems with risers on gravity portions and curb stops on pressure
systems at each lot, including lift station, wet well structure, force main to the sewer treatment
plant site, effluent line from the sewer treatment plant site to the point of discharge to the
standards and requirements of all authorities within Jurisdictior, with input and approval from
scwco.

2. Assist SCWCO in obtaining necessary sewer Certificate of Necessity (CCN) and transfer of
the existing water CCN and be responsible for legal expenses associated with opposed
certificates, permits, discharge permits and water supply permits.

3. Upon completion of each phase of construction, as certified by the Developer's Engineer,
convey to SCWCO, free and clear of all liens and encumbrances, the water distribution system
and the wastewater collection system along with satisfactory proof that the systems are
located in properly dedicated easements allowing SCWCO to own, operate, and maintain said
systems. All sites containing a water well, reserved for a future water well, water tanks of any
kind, pumps of any kind, chemical treatment equipment, sewage treatment plants, lift stations,
effluent storage tanks or lagoons and permanently sited effluent disposal equipment shall be
conveyed in fee simple, free and clear of all liens and encumbrances. Ingress/egress
easements shall be granted to all utility plant sites conveyed in this paragraph. The

ingress/egress easements for all water well and sewer treatment plant sites must be sufficient

in size and location to allow for the construction and maintenance of all weather roads
between the site and the nearest public road as required by TCEQ rule. All water wells sites
must be accompanied with sanitary control easements, which conform with TCEQ rules.

4. The Developer shall provide three-phased electric utility service to each water and/or sewer
plant site upon request by SCWCO if such service does not exist when needed for utility
service.
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By executing the Letter of Intent, the Developer agrees to grant SCWCO an option to purchase a
mutually acceptable cleared assessable water plant site(s) and wastewater treatment plant site(s)
with adequate electrical service, all weather access roads and TCEQ mandated buffer and sanitary
easements for and in consideration of the sum of TEN AND NO/" 00 DOLLARS
($10.00), and other good and valuable considerations in hand in consideration for SCWCO's
proceeding with the construction of water production and wastewater treatment facilities. This option
shall be exclusive and may not be cancelled or assigned to another, without SCWCO's consent, so
long as a TCEQ application is pending. The conveyances shall be In substantially the form as set

forth in Exhibits "A" and °6". The deed of conveyance is subject to and contingent upon (1) mutual

agreement on the sites; (2) the execution of the Approval to Proceed by the Developer; and (3) the
:ssuance of necessary permits, i.e., water and /or sewer certificates of convenience and necessity

(CCN) by the TCEQ, a wastewater treatment or water quality permit by the TCEQ and, if the area is
within an underground water conservation district, a commercial w ;1I er s) from that district if

groundwater will be used as a water supply.

Additional Obligations of the Parties:

1. The Developer shall be responsible for a minimum operating revenue $4,504.00 p jr

month. The calculation of operating revenue shall exclude one-time c rges su s
tap fees, late fees, or transfer fees, but will include availability fees collecte .

2. As the sewer system will be operated under a non-discharge permit, the Developer,
Golf Course Owners, or successor as may be approved by SCWCO shall be
responsible for properly constructing, maintaining and operating the holding pond(s)
and Irrigating systems. Since the wastewater permittee is always responsible to the
TCEQ of the proper management and disposal of the treated effluent in conformance
with the permit, SCWCO must retain the exclusive right to terminate the flow of effluent
at any time to insure that it is not discharge at inappropriate times or places in violation
of state health and environmental laws. SCWCO's licensed operators shall be
empowered to order anyone operating a holding pond or irrigating system to cease and
desist from any act that violates the TCEQ permit.

3. SCWCO shall apply for Certificate(s) of Convenience and Necessity ("CCN"), accept
title to Developer Item No. 3, and own and operate the water and wastewater systems
in compliance with TCEQ requirements. Developer shall provide all information,

signatures, assurances and, if the applications are contested, witnesses and testimony

deemed necessary by SCWCO and its regulatory counsel.

4. SCWCO shall assist in applying for and obtaining necessary discharge permits and
water supply permits. SC1hrC0 shall provide all information, signatures, assurances
and, if the applications are contested, witnesses and testimony deemed necessary by
Developer and its regulatory counsel.
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5. SCWCO shall take ownership and maintain the existing wate piant and be responsible
for the design and construction of future water plant expans' ns. The Developers shall
be responsible for all down hole cost associated with the water plants, including the
water wells, pumps and controls and assumes the ultimate responsibility for an
adequate water supply. The Developer shall be responsible for any improvement or
repairs required to bring the existing facilities to a mutually acceptable condition.

he Develo all be reimbursed 50% of the water tap fees collected in excess of the
actual cost to provide the meters and make the connections as compensation for the
existing facilities being conveyed to SCWCO. Any cost to over design and construct

water facilities due to desired Fire :1rotection shall be the expense of the Developer.

6, SCWCO shall design and construct the wastewater treatment facilities at our expense,
except that the Developer shall provide prepaid financing of $1,200.00 per connection
for the number of connections to be serviced by the facilities being staged constructed.
The first phase shall be designed to serve approximately 208 connections. The

Developer shall be reimbursed from the tap fees collected from those connections, less
actual cost to connect, up to the amounts advanced by the Devefoper.

7. The Developer shall be responsible for all repairs, replacements and construction to
bring the existing underground water distribution system and sewer collection system to
mutually acceptable standards and for the replacement of any polypropylene water
pipes with an acceptable replacement.

9. SCWCO shall create a tariff schedule acceptable to the TCEQ and Developer, the
proposed initial tariff schedule would include the rates and fees set forth below.
Despite these Intended rates, the parties acknowledge that the rates that will ultimately
be charged will be set by the TCEQ under the criteria of Texas Water Code Chapter 13,

Subchapter F and 30 TAC Chapter 291, Sulschapter B.

9. if a pressure sewer system is employed, the Developer shall provide notification to the
Lot PurchasedCustomer of the necessity of an individual grinder pump, of a type
approved by SCWCO to be purchased, installed, and connected to the system at the
Homeowner's expense. Such notification shall be included in lot purchase contracts.

10- The Developer shall be responsible for all cost to "hold and haul" any sewage
generated prior to obtaining the no-discharge permit and proper and legal construction
of the wastewater treatment facilities.

S'd L169-6SZ-182 taqaog jjae dtE:LO 90 LO qaj
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Pass Thru Fees C-
fr

Avail abi^ity Charq^ $
tc
a

The project shall be reviewed by SCWCO and must bi
prudent, economically viable project under SCW(
guidelines. SCWCO shall conduct this review in a dilige

Developer providing full access to the property and

SCWCO.

Construction shall not commence until necessary g,
Where permitted by law, i.e., construction of the wate
system approval but now a water CCN, the Developer
of the water and/or sewer system. If this election
construction and beer all associated risk until the pF
completed. if this occurs, the parties shall develop a rE
between the parties after the permitslCCNs are issue
required.

If this expresses your understanding and intent, please
the review of the project viability review, the site adet
design. Upon completion of this review, we will request

Very truly yours,

Malcolm D. Bailey. President
South Central Water Company

MDH/dd

AGREED AND ACCEPTED:

9'd LT69-690-T82
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