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Please find enclosed the draft preliminary order filed by Commission Advising.in the above-
referenced docket. The Commission will consider this draft preliminary order at the October

~ 28,:2016 open meeting. Parties shall not file responses or comments. addressmg this draft
preliminary order. :

Any modifications to the draft preliminary order that are proposed by one or more
Commissioners will be filed simultaneously prior to the consideration of the matter at the
October 28, 2016 open meeting.
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Lo COUNTY MUD NO. 480 FOR SALE

' CERTIFICATE RIGHTS, IN HARRIS
-COUNTY
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On January 11 2016 HOE Water Supply Corporatlon and Harrls County Mun1c1pal v
.Utlllty Dlstrlct No 480 ﬁled an appllcatron for the sale transfer Jor merger of fa01l1t1es and:.' |
' certlﬁcate of convemence and necessrty (CCN) rrghts in Harns County, Texas Harr1s County‘
MUD is seeklng to acqulre the HOE Water.Supply’s cert1ﬁcated service area (CCN No. 12756).

‘ and correspondlng water ut111ty facxlltles The area sought is approx1mately 18 acres of -
. undeveloped land with no current customers ! ' ‘

On February 24, 2016, the apphcat1on was deeméd admlmstratlvely complete On
September 6, 2016, Commission Staff requested a hearing because it is unknown whether the
Texas Commission on Env1ronmental Quality (TCEQ) has approved facility- and distribution
plans for the new water system to be installed in the area sought. As a result, Commission Staff
wants additional information to fully evaluate the technical qualifications of Harris County
MUD. On September 20, 2016, the proceeding was referred to the State Office of
Administrative Hearings (SOAH). On October 6, 2016, Commission Staff timely filed a list of
issues. On October 10, 2016, HOE Water Supply filed a response to Commission Staff’s list of

issues clarifying that since it is a water service corporation, it does not collect customer deposits

I Application at 19 (Jan. 11, 2016).
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but 1nstead malntams 1ne1nbersh1ps and assomated membershlp fees Otherw1se, HOE 'Wa'ter

Supply recommended approval of Comrmssron Staffs hst of 1ssues

areas to be addressed 1n any proceedmg referred to SOAH 2 After revrewmg the pleadrngs‘ L

submltted by the partles the Comrmssron 1dent1ﬁes the followmg 1ssues that must be addressed : T

“in thls docket R TR A A ; AR 11‘-{_»: T I S

’ 1 L What'is the' effe'ctive'date;o‘t‘;"the"pr;obosed:s?ate"?';.;l} N

; .
R

! 2‘." 'v‘Has Harrls County MUD demonstrated adequate ﬁnancral managerral and techmcal
- capablhty for prov1d1ng cont1nuous and adequate serv1ce to the requested area and any

» areas currently certlﬁcated to Hams County MUD‘7 Texas Water Code § 13 301(b)
‘ (TWC) and 16 Texas Admrmstratlve Code §§ 24 109(b) 24 112(b) (TAC)

a. If Harrrs County MUD has not demonstrated adequate ﬁnancral capablhty, should the :
" Commission, require that 1t prov1de financial assurance to ensure continuous and

adequate utlllty servrce prov1ded‘7 TWC § 13 301(c), 16 TAC § 24.109(c).

o b 'If the Commission requires Harris County MUD to provide financial assurance, what. -

form and amount of financial asstrance should the Commission should require?

SRt T A cala comrn tlha i
TOVIlg e p p €a saic seive tne pu

TAC §§ 24.109(d) and (h), 24.112(c)(5).
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.5 a. Did Harris County MUD provide the required notice?. TWC § 13.301(k), 16 TAC
' § 24.109Q).

2 Tex. Gov’t Code Ann. § 2003.049(e) (Vernon 2000).
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b Is the Harr1s County MUD capable of rendcrmg adequate and contlnuous serv1ce ‘to”
' every customer w1th1n the certlﬁcated area takmg 1nto account the factors under

TWC § 13 246(c) and 16 TAC § 24 112(c)(5)(B)‘7 TWC § 13 251

l

:’:‘1:1 Is the serv1ce currently prov1ded to the requested area adequate? TWC,. -

§ 13 246(C)(1) . , : .1)-:.:;‘.‘:- .;f'- § “ ' l‘\_-f.“‘u 2

v ‘li'. - I'}-VIS add1t10nal servrce needed 1n the requested area‘? Have any landowners E
’ prospectlve landowners tenants or resrdents requested serv1ce‘7 If s0, has

‘ “I.the requested servrce been prov1ded'7 TWC § 13 246(c)(2)

R 111 What is the effect of approvmg the proposed sale on Hams County MUD Ty
’ on the landowners 1n the area, and on any retall publlc ut111ty of the same ,

7 ind already Seerng the prOleate area'7 TWC § 13. 246(0)(3)

iv: " ‘ Takmg 1nto cons1derat1on the current and pI'O_] ected den51ty and land use of
© the area does Harrls County MUD have the ablhty to. provrde adequate
service and meet TCEQ standards? TWC §13. 246(0)(4)

V. Is it feasible to obtain service fror_n an adjacent retail public utility? TWC
§ 13.246(c)(5). '

vio Is Harris County MUD able to pay for facilities necessary to provide
' continuous and adequate service to the requested area? TWC

§ 13.246(c)(6).

vii. Is Harris County MUD financially stable considering, if applicable, the
adequacy of the debt-equity ratio of Harris County MUD if the proposed
sale is approved? TWC § 13.246(c)(6).

viii. What is the effect of approving the sale on environmental integrity? TWC
§ 13.246(c)(7).
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"‘1 ix.. What 1s the probable 1mprovement of servrce or- lowerlng of cost to

e

nconsumers m the requested area resultrng from approval of the proposed

o area‘7 TWC § 3. 246(c)(9)

LY

el ,What is the experrence of Harns County MUD as a utrhty serv1ce prov1der‘7 16 TAC Y
g 24 112(c)(5)(C) SR ‘

L *
R 1’ e .
bty Ly

- d. *.Does Hams County MUD have a hlstory of noncomphance w1th the requlrements of ,'-“:‘ *

} :l-.the Commrssron TCEQ, of’ the Texas Department of State Health Servrces or' 3

o mlsmanagement or mlsuse of revenues as a' utlhty servrce prov1der‘7 TWC'

§13 30l(e)(3) 16TAC§24112(c)(5)(D) SRR

R IR T

e. .Have the condrtlons of any Judlcral decree comphance agreement or other‘,:'

enforcement order not been substantlally met? 16 TAC § 24 1 12(c)(5)(B)

f. Has Hams County MUD falled to comply with any. orders of the Comm1ssron‘? 16
TAC § 24, 109(e)(5)(A): :

4

g. Does the Harris County MUD have the ﬁnanc‘ial ability to provide the necessary
*" | capital investment to- ensure the- provision of continuous and adequate»service to*-
customers of the _water” or sewer system? . TWC §13.301(e)(4), 16 TAC
§ 24.112(c)(5XE). T

h. Was the water system partially or wholly constructed with customer contributions in -
aid of construction derived,from“speciﬁc surcharges as provided by TWC § 13.301()),
16 TAC §24.109(k)? If so, has the disclosure required by TWC § 13.301(j); 16
TAC § 24.109(k) been provided? |

4. Does HOE Water Supply currently -retain any customer. deposits, including any
membership fees or other types of retained funds from its members? 16 TAC § 24.112(d).
If so, what is the total amount of those retained funds? Does HOE Water Supply have
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A proper records to allow retalned funds and any unpard 1nterested to be returned" erl
”retarned funds be returned to customers or transferred to Harrls County MUD in

-‘:"accordancewrth16 TAC§24112(d)‘? TR I

N
¢
' 1

S s '.\' . N

< correctlon to be 1n comphance w1th the rules of the Commrssron or TCEQ‘? If S0, what
:, are those deﬁc1enc1es or problems‘7 How and when w1ll those deﬁcrenc1es or problems
e be corrected’? Does Harrrs County MUD have access to adequate ﬁnancral resources to )

2;‘ : trmely correct those deﬁmencres and problems‘7 : _

v,
S,

R - ’If Harrrs County MUD is not seeklng sale transfer or merger of the entrre CCN serv1ce '
| L area for what portron of the servrce ared is. Harrrs County MUD seekmg sale transfer or

,merger‘? ‘ oo - ' ; ‘-. . ‘ ,

COE A
v

A Thrs hst of 1ssues is not 1ntended to be exhaustrve The partres and the ALJ are free to
rarse and address any 1ssues relevant in this docket that they deem necessary, subJect to any_
lunltatlons 1mposed by the ALJ or by the Commrssron in future orders lssued in thls docket The .
Comm1ssron reserves the right to identify and provide to-the- ALJ in the future any additional
issues or areas that.must be addressed, as perrmtted under Texas Government Code
§2003.049(e). o |
o IV. Effect of Prelirinary Order

This Order is preliminary‘ in nature and is entered without prejudice to any party
expressing views contrary to this Order before the SOAH ALJ at hearing. The SOAH ALJ, upon
his or her own motion or upon thel motion of any party,‘may deviate from this Order when
circumstances dictate that it is reasonable to do so. Any ruling by the SOAH ALJ that deviates
from this Order may be appealed to the Commission. The Commission will not address whether
this Order should be modified except upon its own motion or the appeal of a SOAH ALJ’s order.

Furthermore, this Order is not subject to motions for rehearing or reconsideration.

¥
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