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ATTACHMENT D




Attachment D: Know and Measurable Changes

Section VI - Utility Expense and Expense Information — Water, Table VI. A.

Line [A] Salaries and Wages:

This line cost was increased by $ 12,000 per year to reflect a $ 1,000 per month management fee.

Line [B] Contract Labor:

Test Year Total: $ 43,548
Increased to reflect the current cost charged by

M.B.C. Water Services, Inc. to operate this utility

(Excluding the Sweetgum system): $ 2292
Revenue Requirement Total: $ 45,840

Line [C] City of Houston Pumpage Fees:

Test Year Total: $ 13,092
Increase in pumpage fee to reflect a 3.6 percent

Increase (Effective 04/1/13): $ 471
Revenue Requirement Total: $ 13,563

Line [G] Office Expense:

Test Year Total: $ 7,734
Increased to reflect the current cost charged by

M.B.C. Water Services, Inc. for billing and bookkeeping

(Excluding the Sweetgum system): $ 2292
Revenue Requirement Total: $ 10,026

Line [J] Rate case expense:
Total rate case expense includes $7,000 for cost to prepare the Rate/Tariff Change Application.

Line [O] Annual Depreciation and Amortization
See calculations from Table III. B. and Attachment C.

Line [P] Income Taxes
See Table IV., Line (F) .

Line [Q] Return
See Table IV. E., Line (H).




Attachment D: Known and Measurable Changes

Allocation of Expenses for Community (November 2011 - October 2012)

Calculation of Operating Company Cost Allocation Factors

Total Number of M.B.C. Connections {(October 2012): = 3,476 Connections

Allocation Factor for Community: 191 connections + 3,476 total connections = .0365 or 3.65%

General Ledger Test Year Community
Account Totals (Exclude Sweetgum)
Lab Fees
Nova Biologicals, Inc. $ 6,650 | $ 243
Totals:| $ 6,650 | $ 243
General Ledger Test Year Community
Account Totals (Exclude Sweetgum)

Repairs & Maintenance

Milstead Automotive $ 3287 (% 120
MDN Entertprises $ 22,989 | $ 839
LG Landscaping $ 22,700 | $ 829
Highfield Mfg. Co. $ 520 | $ 19
Hach Company $ 12241 9% 45
Gulf Coast Pump & Supply $ 30491 % 111
Express Underground Utility Supply $ 355 (9% 13
D R Fox Construction LLC $ 400 | $ 15
Johnson Lab & Supply, Inc. 3 441151 9% 1,610
Bryana's 3 162,265 | $ 5,923

Totals:| $ 260,904 | $ 9,523




Attachment D: Know and Measurable Changes

Capital Improvement Surcharge

The Applicant is requesting a surcharge the pay for capital improvements mandate
by the Texas Commission on Environmental Quality (TCEQ) and to bring the
utility’s facilities into compliance with TCEQ minimum standards. Attached is a
copy of a Compliance Agreement Comprehensive Improvements Plan and a
calculation of surcharge amount. (See Attachment E)
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COMPLIANCE AGREEMENT

COMPREHENSIVE IMPROVEMENTS PLAN

COMMUNITY UTILITY COMPANY

M.B.C. Water Systems, Inc.
21 January 2013

. INTRODUCTION

This Comprehensive Improvement Plan has been developed in order to
assist the Community Utility Company in developing a Compliance
Agreement with the Texas Commission on Environmental Quality (TCEQ).
This Plan focuses on required facility improvements to the three (3) water
systems owned by Community Utility Company: Forest Manor, Heathergate
Estates, and Sweetgum Forest.

The facility improvements will address deficiencies as have been noted by
TCEQ, as well as other items necessary for both the short and long term
operation of the water systems. Estimated costs of the various components
of the project will be provided, as well as proposed timelines to take the
project to completion.

A key factor in determining the timing of the facility improvements is
obtaining the financing to afford the work. Community Utility Company has
attempted to obtain financing through all known sources so that all of the
necessary improvements could be completed at once. Unfortunately, none
of the funding sources where made available; therefore, a surcharge to the
customers will be required. This will allow for money to gradually build up
and then for the improvements to be made.

There are a number of issues to balance in determining the order in
which improvements are to be made. TCEQ often desires to have the
deficiencies of a water system completely addressed one at a time, and then
to move on to the next system. The customer base paying for the
improvements wants to see their money going directly into their system.
The owners typically want to focus improvements on the specific facility that
causes the most operation and maintenance difficulties. All of these factors
have been taken into consideration in this Plan.

T ————— e
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A narrative of the proposed improvements has been developed for each
site to justify the improvements around minimum regulatory requirements

and around any current violations of state standards. A detailed cost
estimate of the improvements is included for each of the systems.

Each system has been analyzed, and the proposed improvements are
based on, using at least the following minimum requirements of Section
290.45(b)(1) of 30 TAC Chapter 290 Subchapter D, TCEQ Rules and
Regulations for Public Water Systems.

Supply 0.6 gpm if more than 50 connections
Supply 1.5 gpm if less than 50 connections
Ground Storage 200 gallons per connection

Pumps 2.0 gpm per connection

50 gpm per connection if less than 50 connections
20 gpm per connection if more than 50 connections
Required in Harris County

Pressure Tank
Pressure Tank
Generator

Each system has also been analyzed for existing active connections, the
capacity of the existing and proposed facilities in relationship to the Texas
Commission on Environmental Quality’s (TCEQ) 85% planning requirements
and the total number of connections expected within the foreseeable future
(proposed connections). Table I.1 lists this information for the 3 water
systems, as well as the section within the Plan in which the detailed
information on that system can be found.

Table I.1
Water System Information

No. Public Water Actiw.a 85% Propos'ed
System Connections | Capacity of | Connections
A. Forest Manor 86 102 165
B. Heathergate 105 124 159
C. | Sweetgum Forest 22 26 39
Totals 213 252 363

Il. PROPOSED IMPROVEMENTS

A. Forest Manor Subdivision Water System (PWS #1010264)

Narrative

The Forest Manor Subdivision Water System has one (1) plant that
serves 86 active connections within an existing 256-lot Subdivision. The
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improvement plan for this System will be to provide service for 165 total
connections.

The current alleged violations and concerns for this plant include:

A

Inadequate supply;

Leaking and poor condition of storage tanks;
Inadequate service pumps;

No generator;

Pressure tank deficiencies; AND

High manganese levels in water.

Table II.A.1 shows the required design capacities for the existing
facilities, for facilities to accommodate 165 connections and for the
proposed facilities.

Table IL.A.1
Facility Design Capacity Table

Required for

86 Active Required for

Connections 165 Connections Proposed
Supply 52 gpm 99 gpm 100 gpm
Ground Storage 17,200 gallons 33,000 gallons 33,000 gallons
Pumps 172 gpm 330 gpm 2@ 175 gpm

Pressure Tank 1,720 gallons 3,300 gallons 4,000 gallons

The following are the planned improvements for this System.

Proposed Improvements

1.
2.

3.

Construct 33,000 gallon ground storage tank;

Construct a new support building to house new electrical
components and two (2) new 175 gpm service pumps.

Drill a new 100 gpm well with associated yard piping and site
work;

. Install a new 4,000 gallon pressure tank with associated

appurtenances;

Install a generator to provide emergency power per TCEQ
standards; AND

Construct a new filtration system for the removal of manganese
from the raw water supply. The manganese level in the existing
well is 0.135 mgl (allowable 0.05), which is too high for
sequestering, so it must be removed by oxidation and filtration.
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Another option is to perhaps develop the proposed new well into a
lower stratum with lower manganese levels.

Table II1.A.2 shows the projected cost associated with the proposed

improvements.
Table I1.A.2
Estimated Cost of Proposed Improvements
Ground Storage Tank - 33,000 gallons $ 50,000
Piping — Yard $ 50,000
Site Work - Fence, Grading, Driveway, etc. $ 10,000
- Demolish Existing Facilities $ 10,000
Support Building $ 30,000
Booster Pumps 2 - 175 gpm $ 8,000
8" Well - 100 gpm $ 150,000
Pressure Tank - 4,000 gallons $ 25,000
Generator 3 60,000
Electrical $ 30,000
Filtration System $ 80,000
Total Construction Cost $ 503,000
Legal
Sanitary Control Easement, Title Survey,
Land/Site Acquisition & Rate Increase/
Surcharge Applications 3 54,640
Engineering
System Mapping $ 2,500
Design $ 57,550
Construction Administration $ 14,390
Operation & Maintenance Manual $ 1,500
Total Non-Construction Cost $ 130,580
Project Contingencies (15%) 3 95,040
Total Project Cost §$ 728,620

B. Heathergate Public Utility Company (PWS #1011302)
Narrative

The Heathergate Public Utility Company Water System has one (1)
plant that serves 105 active connections within an existing 159-lot
Subdivision. The improvement plan for this System will be to provide
service for 159 total connections.

The current alleged violations and concerns for this plant include:
1. Low system pressures;

2. Site fencing;
3. Site electrical;
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Pressure tank deficiencies;
Service pumps;

Ground storage,;

No generator;

Well supply; AND

Water quality (manganese levels).

Table II.B.1 shows the required design capacities for the existing
facilities, for facilities to accommodate 159 connections and for the
proposed facilities.

Table II.B.1
Facility Design Capacity Table

Required for

105 Active Required for
Connections 159 Connections Proposed
Supply 63 gpm 96 gpm 100 gpm &

46 gpm

Ground Storage 21,000 gallons 31,800 gallons 33,000 gallons
Pumps 210 gpm 318 gpm 2 @ 160 gpm
Pressure Tank 2,100 gallons 3,180 gallons 4,000 gallons

The following are the planned improvements for this System.

Proposed Improvements

1.

The existing fenced plant site is too small to accommodate the
required improvements, so the lease for the site must be
renegotiated to include enough area for the sanitary easements to
be acquired and to provide sufficient space to construct the
improvements. The existing site fencing will be repaired and
expanded to include all of the proposed improvements;

Construct a new 33,000 gallon ground storage tank;

Construct a new support building to house two (2) new 160 gpm,
10 H.P. high service pumps;

Correct electrical deficiencies with a complete new system of
panels, conduit and wire located in the proposed support building.
These improvements will bring the plant into compliance with
National Electric Code (Code);

Drill a new 100 gpm well with associated yard piping and site

work;

Install a new 4,000 gallon pressure tank with associated
appurtenance;
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7. Install a generator to provide emergency power per TCEQ
standards;

8. Sequester manganese in the raw water supply (current level is
0.028 mgl); AND

9. Add fill to the site to eliminate ponding of water.

Table I1.B.2 shows the projected cost associated with the proposed

improvements.
Table I1.B.2
Estimated Cost of Proposed Improvements
Ground Storage Tank — 33,000 gallons $ 50,000
Piping - Yard and Building $ 50,000
Site Work - Fence and Grading $ 10,000
- Demolish Existing Facilities $ 10,000
Support Building $ 30,000
Booster Pumps 2 - 160 gpm $ 8,000
8” Well - 100 gpm $ 150,000
Pressure Tank - 4,000 gallons $ 25,000
Generator $ 60,000
Electrical $ 30,000
Manganese Sequestration Equipment $ 5,000
Total Construction Cost $ 428,000
Legal
Sanitary Control Easement, Title Survey,
Land/Site Acquisition & Rate Increase/
Surcharge Applications 3 55,665
Engineering
System Mapping $ 2,500
Design $ 53,700
Construction Administration $ 13,430
Operation & Maintenance Manual 3 1,500
Total Non-Construction Cost $ 126,795
Project Contingencies (15%) $ 83,220
Total Project Cost $ 638,015

C. Sweetgum Forest (PWS #1700113)
Narrative

The Sweetgum Forest Water System has one (1) plant that serves 22

active connections within an existing 39-lot Subdivision. The
improvement plan for this System will be to provide service for 39 total
connections.

Table II.C.1 shows the required design capacities for the existing
facilities and for facilities to accommodate 39 connections.
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V.

Table II.C.1
Facility Design Capacity Table

Required for

22 Active Required for
Connections 39 Connections Proposed
Supply 33 gpm 59 gpm 60 gpm

Pressure Tank 1,100 gallons 1,950 gallons 2,000 gallons

This System has addressed all of its issues by discontinuing the use
of the existing water plant and entering into a wholesale treated water
purchase agreement with Aqua Texas, Inc. This agreement provides
sufficient service to the entire System.

FINANCING IMPROVEMENTS

A total of $1,366,635 is estimated to be needed to bring the Forest Manor
and Heathergate Estates water systems into TCEQ compliance and to put
them in good condition for the future. It appears that the only way to
complete these improvements is to implement a surcharge. While
Sweetgum Forest is owned by Community Utility Company, no facility
improvements are required; therefore, the owners believe it would be unfair
to implement a surcharge on those customers. The total improvement cost
would thus need to be paid by the combined 191 connections of the two
other systems.

Table III.1 shows the estimated monthly surcharge amount assuming the
surcharge was collected over various annual increments.

Table III.1
Surcharge Amount Options

3 Year 5 Year 10 Year 15 Year 20 Year
$ 199 $119 $ 60 $ 40 $ 30

The apparent socioeconomic condition of the existing customer base
suggests that monthly payments beyond the 10-year $60 surcharge would
be excessively burdensome and unsustainable. This would require
implementing a long term surcharge and compliance agreement to allow for
the necessary improvements to be made.

COMPLIANCE MILESTONE TIMELINE

In order to show progress to the customer base at each of the two
systems, the following compliance timeline milestones are anticipated.

1. Prepare up-to-date system mapping at both Forest Manor and
Heathergate water systems;
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Prepare operation & maintenance manuals for both Forest Manor and

Heathergate water systems;

Perform engineering design of all proposed improvements (100%

design) at both Forest Manor and Heathergate water systems;

Install new Manganese Sequestration Equipment at Heathergate

water plant;

Pursue property, as well as easement(s), acquisition and/or lease, and

perform any necessary survey work associated thereof, for water plant

sites at both Forest Manor and Heathergate water systems;

6. Look at sitework issues at both Forest Manor and Heathergate water
plants and determine the scheduling of grading/fencing/demolition
issues;

7. Construct new Support Building with appropriate level of new
Electrical Work at Heathergate water plant;

8. Install new Generator with additional new Electrical Work at
Heathergate water plant;

9. Construct new Support Building with appropriate level of new
Electrical Work at Forest Manor water plant;

10. Install new Generator with additional new Electrical Work at Forest
Manor water plant,

11. Construct new Ground Storage Tank at Heathergate water plant;

12. Install new Service Pumps with appropriate new Piping and new
Electrical Work at Heathergate water plant;

13. Construct new Ground Storage Tank at Forest Manor water plant;

14. Install new Service Pumps with appropriate new Piping and new
Electrical Work at Forest Manor water plant;

15. Construct new Water Well for Heathergate water system;

16. Construct new Water Well for Forest Manor water system; AND

17. Install new Filtration System at Forest Manor water plant.

2.
3.
4.
S.

Assuming the surcharge rate case will be filed by February 2013 and
assuming no adverse reactions are received, then the new rates are
anticipated to go into effect by April 2013 and revenues from said new rates
will be available by May 2013. With that, and applying estimated timeframes
to the above compliance milestone timeline items and considering when
funds will become available, a timeline was generated. Said timeline can be
found in the Appendix of this Plan.

~ END OF PLAN ~
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Necesna contactarse con la Comision de Calidad Ambiental de Texas (TCEQ). Ellos
reciben los reclamos de las compafiias de utilidades.

D
Puede ser por correo o por correo electronico RE CEl VE
2013

TCEQ JUN T L
12100 Park 35 Circle, Bldg. F, MC 153 CENTRAFIE ROOM
Austin, TX 78753 ~
512 239 0605 =
Attn.: Lisa Fuentes . =

& =2

= —
lisa.fuentes@tceq.texas.gov e wd L;

“m ;

=
Debe decir su nombre, direccion, nimero de cuenta y la compafiia por la que esta i DR
haciendo el reclamo. pot %
La nuestra es: =
Community Utility Co.
Spring, TX

El reclamo es por el cobro mensual de $60 ddlares que estan tratando de imponer en
nuestro vecindario.

Seria bueno mencionar que la calidad del agua, ha sido y continia siendo, muy mala.
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COMPLIANCE AGREEMENT

COMPREHENSIVE IMPROVEMENTS PLAN

COMMUNITY UTILITY COMPANY

M.B.C. Water Systems, Inc.
21 January 2013

. INTRODUCTION

This Comprehensive Improvement Plan has been developed in order to
assist the Community Utility Company in developing a Compliance
Agreement with the Texas Commission on Environmental Quality (TCEQ).
This Plan focuses on required facility improvements to the three (3) water
systems owned by Community Utility Company: Forest Manor, Heathergate
Estates, and Sweetgum Forest.

The facility improvements will address deficiencies as have been noted by
TCEQ, as well as other items necessary for both the short and long term
operation of the water systems. Estimated costs of the various components
of the project will be provided, as well as proposed timelines to take the
project to completion.

A key factor in determining the timing of the facility improvements is
obtaining the financing to afford the work. Community Utility Company has
attempted to obtain financing through all known sources so that all of the
necessary improvements could be completed at once. Unfortunately, none
of the funding sources where made available; therefore, a surcharge to the
customers will be required. This will allow for money to gradually build up
and then for the improvements to be made.

There are a number of issues to balance in determining the order in
which improvements are to be made. TCEQ often desires to have the
deficiencies of a water system completely addressed one at a time, and then
to move on to the next system. The customer base paying for the
improvements wants to see their money going directly into their system.
The owners typically want to focus improvements on the specific facility that
causes the most operation and maintenance difficulties. All of these factors
have been taken into consideration in this Plan.

Page 10f8 SWE Project No 0362-008-11




improvement plan for this System will be to provide service for 165 total
connections.

The current alleged violations and concerns for this plant include:

Uk

Inadequate supply;

Leaking and poor condition of storage tanks;
Inadequate service pumps;

No generator;

Pressure tank deficiencies; AND

High manganese levels in water.

Table II.A.1 shows the required design capacities for the existing
facilities, for facilities to accommodate 165 connections and for the
proposed facilities.

Table I1.A.1
Facility Design Capacity Table

Required for

86 Active Required for

Connections 165 Connections Proposed
Supply 52 gpm 99 gpm 100 gpm
Ground Storage 17,200 gallons 33,000 gallons 33,000 gallons
Pumps 172 gpm 330 gpm 2@ 175 gpm

Pressure Tank 1,720 gallons 3,300 gallons 4,000 gallons

The following are the planned improvements for this System.

Proposed Improvements

1.
2.

3.

Construct 33,000 gallon ground storage tank;

Construct a new support building to house new electrical
components and two (2) new 175 gpm service pumps.

Drill a new 100 gpm well with associated yard piping and site
work;

Install a new 4,000 gallon pressure tank with associated
appurtenances;

Install a generator to provide emergency power per TCEQ
standards; AND

_ Construct a new filtration system for the removal of manganese

from the raw water supply. The manganese level in the existing
well is 0.135 mgl (allowable 0.05), which is too high for
sequestering, so it must be removed by oxidation and filtration.

M
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4. Pressure tank deficiencies;
5. Service pumps;
6. Ground storage;
7. No generator;

8. Well supply; AND

9. Water quality (manganese levels).

Table 1I.B.1 shows the required design capacities for the existing
facilities, for facilities to accommodate 159 connections and for the
proposed facilities.

Table I1.B.1
Facility Design Capacity Table

Required for

105 Active Required for
Connections 159 Connections Proposed
Supply 63 gpm 96 gpm 100 gpm &
46 gpm
Ground Storage 21,000 gallons 31,800 gallons 33,000 gallons
Pumps 210 gpm 318 gpm 2 @ 160 gpm

Pressure Tank 2,100 gallons 3,180 gallons 4,000 gallons
The following are the planned improvements for this System.

Proposed Improvements

1. The existing fenced plant site is too small to accommodate the
required improvements, SO the lease for the site must be
renegotiated to include enough area for the sanitary easements to
be acquired and to provide sufficient space to construct the
improvements. The existing site fencing will be repaired and
expanded to include all of the proposed improvements;

2. Construct a new 33,000 gallon ground storage tank;

3. Construct a new support building to house two (2) new 160 gpm,
10 H.P. high service pumps;

4. Correct electrical deficiencies with a complete new system of
panels, conduit and wire located in the proposed support building.
These improvements will bring the plant into compliance with
National Electric Code (Code);

5. Drill a new 100 gpm well with associated yard piping and site
work;

6. Install a new 4,000 gallon pressure tank with associated
appurtenance;

Page50f8 COMPLIANCE AGREEMENT
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Table I1.C.1
Facility Design Capacity Table

Required for

22 Active Required for
Connections 39 Connections  Proposed
Supply 33 gpm 59 gpm 60 gpm

Pressure Tank 1,100 gallons 1,950 gallons 2,000 gallons

This System has addressed all of its issues by discontinuing the use
of the existing water plant and entering into a wholesale treated water
purchase agreement with Aqua Texas, Inc. This agreement provides
sufficient service to the entire System.

Il. FINANCING IMPROVEMENTS

A total of $1,366,635 is estimated to be needed to bring the Forest Manor
and Heathergate Estates water systems into TCEQ compliance and to put
them in good condition for the future. It appears that the only way to
complete these improvements is to implement a surcharge.  While
Sweetgum Forest is owned by Community Utility Company, no facility
improvements are required; therefore, the owners believe it would be unfair
to implement a surcharge on those customers. The total improvement cost
would thus need to be paid by the combined 191 connections of the two
other systems.

Table III.1 shows the estimated monthly surcharge amount assuming the
surcharge was collected over various annual increments.

Table III.1
Surcharge Amount Options

3 Year S Year 10 Year 15 Year 20 Year
$199 $119  $60 $ 40 $ 30

The apparent socioeconomic condition of the existing customer base
suggests that monthly payments beyond the 10-year $60 surcharge would
be excessively burdensome and unsustainable. This would require
implementing a long term surcharge and compliance agreement to allow for
the necessary improvements to be made.

V. COMPLIANCE MILESTONE TIMELINE

In order to show progress to the customer base at each of the two
systems, the following compliance timeline milestones are anticipated.

1. Prepare up-to-date system mapping at both Forest Manor and

Heathergate water systems;
N
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