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1 	 DFRECT TESTIMONY OF DARRYL G. WALDOCK 

	

2 	 ON BEHALF OF 

	

3 	 AQUA TEXAS, INC. 

	

4 	 I. BACKGROUND AND QUALIFICATIONS 

	

5 	Q. 	Please state your name and business address. 

	

6 	A. 	My name is Darryl G. Waldock. My business address is Aqua Texas, Inc. 9450 

	

7 	Silver Creek Road, Fort Worth, Texas, 76108. 

8 

	

9 	Q. 	What is your present position? 

	

10 	A. 	I am the North Texas Area Manager for Aqua Texas, Inc. which, with affiliates 

	

11 	Aqua Utilities, Inc. and Aqua Development, Inc. d/b/a Aqua Texas ("Ague). 

	

12 	Aqua America, Inc. is the publicly traded parent company of all three Aqua entities 

	

13 	and is headquartered in Bryn Mawr, Pennsylvania. Currently I am responsible for 

	

14 	the daily operations of over 170 water and wastewater systems extending from 

	

15 	Abilene to the Louisiana border and from Waco, Granbury and Lake Palestine to the 

	

16 	Oklahoma border. Staffing consists of 4 managers, 28 field personnel and 4 office 

	

17 	personnel. My responsibilities include water and wastewater operations, capital 

	

18 	improvements coordination, meter reading, customer relations, customer field 

	

19 	services, repairs and maintenance, preventative maintenance and budget 

	

20 	development and monitoring. I oversee Aqua'§ North Texas Region certificated 

	

21 	service areas that included the approximately 128.01 acres of land (the 'Property") 

	

22 	before a developer entity. CADG Sutton Fields II, LLC, applied to the PUC to 
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1 	decertify the Property via the expedited release process (Property) from Aqua 

	

2 	Texas, Inc.'s water certificate of convenience and necessity (CCN) No. 13201 and 

	

3 	sewer CCN No. 21059 in Denton County. Texas. 

4 

	

5 	Q. 	Please describe your educational background. 

	

6 	A. 	I have been in the water and wastewater business for 25 years, and I hold a Class 

	

7 	A Texas water operator's license and a Class 'A Texas wastewater operator's 

	

8 	license issued by the Texas Commission on Environmental Quality (`TCET). I 

	

9 	received a Bachelor of Engineering degree from the University of Southern 

	

10 	Queensland in Australia in 1981 I have also completed courses towards my 

	

11 	Masters in Civil Engineering at the University of Houston, and the University of 

	

12 	Texas. In 1986, I completed the Project Management and Planning certification 

	

13 	program through the College of Engineering of the University of Texas at Austin, 

	

14 	Texas. Additionally. over the course of my professional career, I have completed 

	

15 	hundreds of hours in TCEQ-certified water and wastewater courses through the 

	

16 	Texas A&M Engineering Extension School (`TEEV) and the Independent Water 

	

17 	and Sewer Companies of Texas (`IWSCOT'). 

18 

	

19 	Q. 	Are you a member of any professional associations? 

	

20 	A. 	Yes. I have been a member of the Texas Water Utilities Association and the 

	

21 	American Water Works Association since 1982. I am also a member of the Water 
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1 	Environment Federation, the National Association of Water Companies and the 

	

2 	Texas Rural Water Association. 

3 

	

4 	Q. 	Please describe your professional experience. 

	

5 	A. 	I began my professional career in 1982 as a Project Engineer with W.C. Engineers, 

	

6 	Inc. a subsidiary of Severn Trent Environmental Services, Inc. located in The 

	

7 	Woodlands, Texas. I managed the daily inspection of all water, wastewater and 

	

8 	drainage construction projects and assisted with the completion of $20 million of 

	

9 	construction and capital improvements over a three year period. In 1985 I was 

	

10 	hired by Severn Trent Environmental Services, Inc. as a Project Manager for the 

	

11 	Southwest Area Improvements Project in Austin, Texas. My responsibilities 

	

12 	included managing 9 municipal utility districts and 2 private water and wastewater 

	

13 	systems in Austin, Texas. In 1988, I was promoted to Regional Manager. and I 

	

14 	was responsible for all departments in the Austin and Fort Worth offices, including 

	

15 	field operations, systems maintenance, accounting and billing. I supervised 8 

	

16 	managers and 54 employees, and I managed water and wastewater facilities for 24 

	

17 	municipal utility districts, 4 cities and 10 private clients. In 1996, I transferred to 

	

18 	Colorado Springs, Colorado, where I became a Senior Area Manager and was 

	

19 	responsible for a 2.5 million gallon/day wastewater treatment facility. 17 water 

	

20 	wells, 9 wastewater lift stations and an on-site wastewater laboratory. I supervised 

	

21 	14 eMployees who provided water distribution, wastewater 'collection, meter 

	

22 	reading, billing and collection services for apprciximately 5,000 connections. I 
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1 	also directed an $8 million ongoing capital improvement budget, which included 

	

2 	telemetric monitoring and controls. In 1998, I assumed the role of Director of 

	

3 	Marketing in Colorado Springs, Colorado, where I managed the company's public 

	

4 	and private sector marketing program for Colorado, Oklahoma, New Mexico, 

	

5 	Arizona and Arkansas. My responsibilities included managing Proposal Teams, 

	

6 	attending pre-bid meetings, participating in facility tours and preparing bids and 

	

7 	responses to requests for proposal with pricing and cost information. I also drafted 

	

8 	company contracts and prepared and conducted company presentations to various 

	

9 	Councils and Selection Committees. 

	

10 	 In June 1998 I was hired by Aqua Source Utility. Inc. in the Fort Worth, 

	

11 	Texas, office as the North Texas Area Manager. In this position, I was responsible 

	

12 	for the daily operations of approximately 152 water and wastewater utility systems 

	

13 	extending from Abilene, Texas, to the Louisiana border. and from Granbury. Texas, 

	

14 	to the Oklahoma border. My duties included water and wastewater operations, 

	

15 	coordinating capital improvements, meter reading, customer relations, customer 

	

16 	field services, repairs and maintenance, preventative maintenance, and budget 

	

17 	development and monitoring. I also supervised a staff of five managers, 28 field 

	

18 	employees, and 4 office employees. In February 2002, I became the Regional 

	

19 	Manager for Aqua Texas Inc. ' s Central and North Texas region, where I was 

	

20 	responsible for the daily operations of approximately 233 water and wastewater 

	

21 	utility systems from Abilene to Louisiana and from Corpus Christi to Kerrville and 

	

22 	to the Oklahoma border. My duties included water and wastewater operations, 
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1 	coordinating capital improvements, meter reading, customer relations, customer 

	

2 	field services, repairs and maintenance, preventative maintenance, and budget 

	

3 	development and monitoring, and I šupervised a staff of 11 managers, 57 field 

	

4 	employees and 26 office employees. In June of 2005. I became Superintendent of 

	

5 	the North Texas Region. My title was subsequently changed to Area Manager of 

	

6 	the North Texas Region, but my responsibilities did not change. I became 

	

7 	responsible for the daily operations of approximately 152 water and wastewater 

	

8 	utility systems that extend from Abilene to the Louisiana border andlfrom Waco, 

	

9 	Granbury and Lake Palestine to the Oklahoma border. That number has now 

	

10 	increased to 170 water and wastewater systems. My duties include water and 

	

11 	wastewater operations, coordinating capital improvements, meter reading, customer 

	

12 	relations, customer field services, repairs and maintenance, preventative 

	

13 	maintenance, and budget development and monitoring. A copy of my resume is 

	

14 	attached to my testimony as AT-7 

15 

	

16 	Q. 	Have you previously testified in regulatory proceedings? 

	

17 	A. 	Yes. I have previously testified as an expert and fact witness in administrative 

	

18 	proceedings before the TCEQ and the 'State Office of Administrative Hearings 

	

19 	(SOAH"). 

	

20 	 II. OVERVIEW OF TESTIMONY 

	

21 	Q. 	What is the purpose of your testimony? 
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1 	A. 	I will provide testimony concerning my knowledge relevant to this case. I will also 

	

2 	discuss the information and documents I provided to Aqua's consultants in their 

	

3 	preparation of the June 13. 2016 appraisal report filed in this docket prepared by 

	

4 	KOR Group, Inc. ("KOR Group") for Aqua ( Aqua Appraisal Report"). AT-I. 

	

5 	In particular. I will discuss how I assisted KOR Group in identifying the Aqua 

	

6 	property interests rendered useless or valueless because of the Property 

	

7 	decertification in Docket No. 45329 so that KOR Group could value those interests 

	

8 	in the Aqua Appraisal Report. 

9 

	

10 	 III. PROPERTY RENDERED USELESS OR VALUELESS BY 

	

11 	 DECERTIFICATION 

	

12 	Q. 	Will you please provide background information indicating how you first 

	

13 	became involved in this case? 

	

14 	A. 	Yes. A developer entity called CADG Sutton Fields II, LLC ("DevelopeC) 

	

15 	applied to the Public Utility Commission of Texas ("PUC or 'Commission") to 

	

16 	decertify the Property. comprised of approximately 128.01 acres of land, via the 

	

17 	Texas Water Code ("TWC") §13.254(a-5) expedited release process from Aqua's 

	

18 	water certificate of convenience and necessity (CCN) No. 13201 and sewer CCN 

	

19 	No. 21059 in Denton County. Texas. That application was assigned PUC Docket 

	

20 	No. 45329. I provided affidavit testimony in that docket in response to 

	

21 	Developer's expedited release application. Aqua opposed the Developer's request 

	

22 	because the Property was receiving service from Aqua according to the TWC 
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1 	§13.002(21) 'service definition. The Commission released the Property over 

	

2 	Aqua' s obj ections. 

	

3 	 Later, Aqua received a notice of intent from the City of Celina ("City") filed 

	

4 	with the .Commission seeking approval to serve the decertified property which 

	

5 	commenced this PUC Docket No. 45848. The Commission ordered Aqua and the 

	

6 	Developer to perform a property appraisal under TWC §13.254 and P.U.0 SUBST 

	

7 	R. 24.113. Aqua retained KOR Group, Inc. ("KOR Group") to perform that 

	

8 	appraisal. As the primary point of contact for Aqua's North Texas Region, I was 

	

9 	responsible for sharing Aqua information and documents with KOR Group to assist 

	

10 	with their work on the Aqua Appraisal Report. 

11 

	

12 	Q. How did you help KOR Group prepare the Aqua Appraisal Report? 

	

13 	A. 	KOR Group and I reviewed TWC §13.254(d) and (g). We also reviewed 16 Texas 

	

14 	Administrative Code ("TAC") 24.113(h) and (k). We also reviewed the definition 

	

15 	of "facilities' and 'service' in TWC §§ 13.002(9) and (21). I provided information 

	

16 	and documents to KOR Group related to our growth project for the Property which 

	

17 	we had always referred to at Aqua as Prosper Poinf so they could determine what 

	

18 	was rendered useless and valueless by the Property decertification in the Aqua 

	

19 	Appraisal Report. 

20 

	

21 	Q. 	Can you describe what information about Aqua's property interests you 

	

22 	reported to the consultants? 
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1 	A. 	Yes. Aqua Texas, Inc. has held CCN Nos. 13201 and 21059 since December 12, 

	

2 	2012. AT-4. There was a broad assignment of all Aqua's North Texas Region 

	

3 	assets acquired over the course of many years to Aqua Texas, Inc. that was 

	

4 	consummated as part of that process. AT-9. Therefore, at KOR Group's request, 

	

5 	I provided information going back to the beginning of Aqua's Prosper Point project 

	

6 	plus a Prosper Point net income projection because it represents Aqua's full 

	

7 	property interests with respect to the decertified Property area today. I did not 

	

8 	provide information to KOR Group for the purpose of identifying any Aqua 

	

9 	property interest unrelated to the Property. 

	

10 	 Aqua and its staff have heavily invested time and money in the Prosper Point 

	

11 	project which we fully expected to be developed within the decertified Property 

	

12 	area. Aqua performed planning and design activities, and committed facilities 

	

13 	toward those activities, specifically to serve the Property. Approximately 225 

	

14 	internal staff hours were spent to perform such duties with respect to the Prosper 

	

15 	Point project undertaken to serve the Property. 

	

16 	 For example, Aqua staff participated in discussions concerning water well 

	

17 	test drilling as part of water source planning for the Property. and participated in 

	

18 	contract negotiations with the Upper Trinity Regional Water District and the 

	

19 	Mustang Special Utility District related to wholesale water supply and wholesale 

	

20 	wastewater treatment options for the Property. 

	

21 	 Aqua also negotiated with various Property owners related to other aspects 

	

22 	of water supply development and wastewater treatment/collection system for the 
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1 	Property. The Property is located in a high growth area in Denton County and has 

	

2 	had interest from multiple developers since 2000, most recently in 2014 and 2015. 

	

3 	On March 10, 2014, Aqua and Denton County Development 128, LLC (the 

	

4 	previous property owner) executed a signed letter of intent for Aqua to provide 

	

5 	water and wastewater services to the Property. but then the Property was later sold 

	

6 	to Developer. In order to remaiii prepared to meet service demands, Aqua engaged 

	

7 	and worked with consultants on planning efforts related to the water distribution 

	

8 	system design, wastewther collection system design, water production facility 

	

9 	design, wastewater treatment facility design, compliance With water system 

	

10 	construction codes, operations and maintenance plans, capital improvements plans, 

	

11 	short-term and long-term water and. wastewater facilities ownership išsues, and 

	

12 	other retail water and wastewater utility service issues all in furtherance of service 

	

13 	to the Property. This work also included reviewing, coordinating, and commenting 

	

14 	on water supply/distribution and wastewater engineering plans prepared for the 

	

15 	Property by consultant engineers. 

	

16 	 Additionally. going back to 2002, Aqua expended monies related to 

	

17 	obtaining, transferring, maintaining, and renewing TPDES Permit No. 

	

18 	WQ0014234001 which was obtained specifically to serve the Property under 

	

19 	prevailing regulations. Wastewater permits are very difficult and expensive to 

	

20 	obtain and Aqua's Prosper Point application process through which it received its 

	

21 	Prosper Point wastewater permit (TPDES Permit No. WQ0014234001) was even 

	

22 	more expensive and time consuming because it required litigation. Like other 

SOAH DOCKET NO. 473-16-5011.WS 	9 	Direct Testimony of Darryl G. Waldock 



	

1 	TPDES wastewater permits, the Prosper Point wastewater permit required a TCEQ 

	

2 	renewal application every five years. Aqua and its predecessors-in-interest 

	

3 	ensured that the permit remained in effect while Property ownership changed hands 

	

4 	over the years because Property development by its various owners was always 

	

5 	anticipated. 

	

6 	 Through all that time, Aqua remained willing and able to fulfill active water 

	

7 	and wastewater needs on the Property through its planning efforts. However. since 

	

8 	the decertification was made final in Docket No. 45329. Aqua notified TCEQ it 

	

9 	would not renew the permit. AT-5. The wastewater permit was rendered useless 

	

10 	and valueless since it was applied for and obtained with only service to the Property 

	

11 	in mind in terms of capacity and location of the planned wastewater treatment plant 

	

12 	facility. The Prosper Point wastewater permit has now expired. 

	

13 	 Aqua has incurred and continues to incur professional and legal fees in 

	

14 	connection with decertification of the Property following the petition for expedited 

	

15 	release filed with the Commission in PUC Docket No. 45329 and now with the 

	

16 	evolving compensation process following the notice of intent to serve the 

	

17 	decertified area filed by City of Celina, Texas, in this PUC Docket No. 45848. 

	

18 	That information will need to be updated in terms of value if the Commission 

	

19 	permits the second hearing referenced in the Preliminary Order. but Aqua believes 

	

20 	just compensation needs to include recovery of these expenses. The money spent 

	

21 	on this process is useless to Aqua. Without recovery. that cash property is simply 

	

22 	lost. 
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1 
	

Aqua never expected the certificated areas that included the Property to be 

	

2 
	

taken from it after all the efforts it poured into the Prosper Point project over the 

	

3 	years. The expedited release statute the Application was filed under was not 

	

4 	adopted until 2011 and the other expedited release statute was not adopted until 

	

5 
	

2005. Prior to that, Aqua had considered its certificated area to be relatively safe if 

	

6 
	

it invested in planning efforts with the expectation of being rewarded with increased 

	

7 	connections. Now. Aqua would just like to be made whole for the decertification. 

8 

	

9 	Q. 	Did you provide documentation to KOR Group in support of the information 

	

10 	you have discussed above? 

	

11 	A. 	Yes. The documents I provided KOR Group are listed in AT-6. Those 

	

12 	documents are part of the Addenda attached to the Aqua Appraisal Report. 

13 

	

14 	Q. 	Are the documents listed in AT-6 and comprising AT-9 business records of 

	

15 	Aqua? 

16 A. Yes. 

17 

	

18 	Q. 	As an employee of Aqua, are you familiar with the manner in which Aqua's 

	

19 	records are created and maintained? 

20 A. Yes. 

21 
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1 	Q. 	Based on Aqua's regular practices were the records made at or near the time 

	

2 	of each act, event, condition, opinion, or diagnosis set forth in the records, 

	

3 	made by, or from information transmitted by, persons with knowledge of the 

	

4 	matters set forth, and kept in the course of regularly conducted business 

	

5 	activity? 

6 A. Yes. 

7 

	

8 	Q. 	Are the business records you noted above exact duplicates of the original records? 

9 A. Yes. 

	

10 	IV PROPERTY VALUED IN FILED APPRAISAL REPORTS 

	

11 	Q. Did you submit any information to Josh Korman or KOR Group concerning 

	

12 	property that was not rendered useless or valueless to Aqua by the 

	

13 	decertification? 

	

14 	A. 	No. The information and documents I provided were limited to property that has 

	

15 	been rendered useless or valueless to Aqua by the Property decertification in Docket 

	

16 	No. 45329. 

17 

	

18 	Q. 	Does this conclude your preffied direct testimony? 

	

19 	A. 	Yes, but I reserve the right to supplement my testimony as additional information 

20 	becomes available. 
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1 	 DIRECT TESTIMONY OF STEPHEN H. BLACKHURST 

	

2 	 ON BEHALF OF 

	

3 	 AQUA TEXAS, INC. 

	

4 	 I. BACKGROUND AND QUALIFICATIONS 

	

5 	Q. 	Please state your name and business address. 

	

6 	A. 	My name is Stephen H. Blackhurst. I am a licensed professional engineer (P.E.). 

	

7 	My business address is 652 Grisham Dr. Rockwall, Texas 75087 

8 

	

9 	Q. 	What is your present position? 

	

1 0 	A. 	I am an environinental compliance and utility rates and services consultant to Aqua 

	

11 	Texas, Inc. (` Ague) in Austin, Texas. On November 1. 2013. I retired from Aqua 

	

12 	Texas after serving for 10 years and 4 months as the Regional Environmental 

	

13 	Compliance Manager for Aqua's Texas operations. 

14 

	

15 	Q. 	What are the primary services you provide to Aqua Texas? 

	

16 	A. 	I assist Aqua with environmental compliance for water and wastewater activities, which 

	

17 	includes interpreting and complying with Texas Commission on Environmental 

	

18 	Quality ("TCEQ"), and now Public Utility Commission of Texas ("PUC"), rules and 

	

19 	staff guidance documents, the Texas Water Code, the Texas Health and Safety 

	

20 	Code, and federal rules and regulations for public drinking water. wastewater 

	

21 	treatment, water/sewer utility rates and services. 
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1 	Q. 	What was your assignment and scope of work in this proceeding? 

	

2 	A. 	I have special expertise in the area of certificate of convenience and necessity 

	

3 	("CCN") administration, and I was asked by Aqua to provide testimony describing 

	

4 	my view of the issues the Commission has set out for consideration in this docket. 

	

5 	I hope that my testimony can be a resource for all the parties involved and the 

	

6 	Commission. 

	

7 	 Before I was with Aqua, I served as Manager. Utility Rates & Services 

	

8 	Section, Texas Natural Resources Conservation Commission ("TNRCC"), the 

	

9 	previous name for TCEQ, for 14 years from 1986-2000. During that time, I was 

	

10 	in charge of implementing certificate of convenience and necessity ("CCN") 

	

11 	statutory provisions enacted by the Legislature within the TNRCC rules and 

	

12 	administering those rules for the TNRCC Executive Director and Staff. In fact, I 

	

13 	wrote most of the Chapter 291 rules that were in effect during my tenure at TNRCC. 

	

14 	While with Aqua, I was involved in monitoring and participating in the process that 

	

15 	resulted in revised Texas Water Code provisions and TCEQ rule changes related to 

	

16 	certificates of convenience and necessity. 

17 

	

18 	Q. 	Please describe your educational background. 

	

19 	A. 	I received a Bachelor of Science in Civil Engineering from Texas A&M University 

	

20 	in 1970. I am also licensed in Texas as a Professional Engineer, 
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1 	 Over the course of my professional career. I have attended a number of 

	

2 	training classes and seminars related to water and wastewater utility operations, 

	

3 	rates and management, including the National Association of Regulatory Utility 

	

4 	Commissioners ("NARUC") sponsored Western Rate Seminar at the University of 

	

5 	Utah. I have also attended a number of training classes and seminars related to 

	

6 	operating water and sewer systems and environmental compliance. 

	

7 	 I am a member öf the American Water Works Association ("AWWA ') and 

	

8 	the Texas Section of AWWA. I was also a member and advisory director of the 

	

9 	Independent Water & Sewer Companies of Texas (IWSCOT"), the Texas trade 

	

10 	association of privately owned water and sewer companies. 

11 

	

12 	Q. 	Please describe your professional experience. 

	

13 	A. 	I joined Philadelphia Suburban Corporation, now Aqua America, at the end of June 

	

14 	2003. As the Regional Environmental Compliance Manager for Texas, I was 

	

15 	responsible for ensuring that all Aqua facilities comply with state and federal 

	

16 	regulations. My duties included tracking wastewater permits and drinking water 

	

17 	compliance, preparing and filing compliance reports with state and federal 

	

18 	regulatory agencies, documenting and handling notices of violation and reporting to 

	

19 	management. In addition, I was responsible for preparing or overseeing the 

	

20 	preparation of applications for new wastewater permits and permit renewals. 

	

21 	 Prior to joining Aqua, I worked as a Circuit Rider for the Texas Rural Water 

	

22 	Association. In this position, I traveled the State of Texas providing on-site 
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1 	technical assistance to cities, municipal utility districts (IVIUDs"), and water supply 

	

2 	corporations ("WSCs") on water and wastewater regulatory and operational issues. 

	

3 	 During 2001, I worked as a Utility Rates and Services Consultant providing 

	

4 	consulting services to MUDs, investor-owned utilities ("IOUs") and WSCs 

	

5 	regarding utility rates and designated utility service areas, also known as CCNs. 

	

6 	 From late 1983 through early 1986, I worked for the Public Utility 

	

7 	Commission of Texas ("PUC") in the water rates program until jurisdiction was 

	

8 	transferred to the Texas Water Commission ("TWC"), which became the Texas 

	

9 	Natural Resource Conservation Commission ("TNRCC") and now the TCEQ. 

	

10 	With the PUC and the TNRCC, until I retired in 2001. I planned and directed the 

	

11 	water and wastewater utility oversight program for the State of Texas. At the PUC, 

	

12 	I served as a rate engineer and the Assistant Director of the Engineering Department 

	

13 	for water and sewer utility issues. At the TWC and TRNCC from 1986 until 2001, 

	

14 	I served as Manager of the Utility Rates and Services Section as well as a Technical 

	

15 	Specialist. I participated in numerous CCN and ratemaking proceedings and 

	

16 	provided expert testimony on behalf of the PUC, TWC, and TNRCC in public 

	

17 	meetings and hearings. I also drafted administrative rules and legislation and 

	

18 	provided advice to commissioners and legislators on the impacts of pending 

	

19 	legislation. 

	

20 	 In addition, I served as liaison between the Environmental Protection Agency 

	

21 	("EPA '), the Texas Water Development Board, water utility representatives and the 

	

22 	public to coordinate the Federal Safe Drinking Water Act (SDWA ') and State 
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Revolving Fund with titility regulations. I drafted legislation and administrative 

	

2 	rules to implemeht the Texas Water Code in Texas, and I developed programs to 

	

3 	provide MUDs, IOUs, and WSCs with financial, managerial and technical 

	

4 	assistance. I also developed rules and policies to provide opportunities for utility 

	

5 	acquisitions and mergers to assure long-terin utility system viability. 

	

6 	 During my tenure with TNRCC, I represented the agency on various national 

	

7 	panels, committees, and working groups. I served on the Staff Water Committee 

	

8 	for NARUC for 15 years, and I chaired the committee from 1986- 1989. I also 

	

9 	served as a faculty member and instructor for the NARUC (National Association of 

	

10 	Regulatory 'Utility Commissioners) Utility Rate Schools for 16 years. I have 

	

11 	participated in numerous NARUC national conferences and committee meetings. 

	

12 	 From 1981 to 1983, I worked as the Source Control Field Supervisor for the 

	

13 	State of Idaho, Department of Health and Welfare, Division of Environment, where 

	

14 	I planned and directed the public drinking water program and water quality program 

	

15 	for the Northern Region Field Office. 

	

16 	 From 1970 to 1981, I worked for the Texas Department of Health — Air 

	

17 	Pollution Control Services, Gifford Hill & Co. of Dallas, Texas, and the Texas Air 

	

18 	Control Board. At Gifford Hill, I was responsible for monitoring, sampling, and 

	

19 	analyzing air pollution sources and a variety of other regUlatory activities. A copy 

	

20 	of my resume is attached as AT-8. 

21 

	

22 	Q. 	Have you previously testified in regulatory proceedings? 
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1 	A. 	I have testified as an expert and fact witness in a number of administrative hearings 

	

2 	before the TCEQ (and its predecessor agencies) and the Public Utility Commission 

	

3 	of Texas. Most of those hearings were CCN and IOU rate cases. 

4 

	

5 	Q. 	How does your background relate to the issues in this case? 

	

6 	A. 	Before I was with Aqua, I served as Manager. Utility Rates & Services Section, 

	

7 	Texas Natural Resources Conservation Commission (`TNRCC"), the previous 

	

8 	name for TCEQ, for 14 years from 1986-2000. This case involves CCN 

	

9 	decertification and the compensation process set forth in Texas Water Code 

	

10 	("TWC) §13.254. That process was first added to TWC § 13.254 in 1997 through 

	

11 	SB 1 (75th(R)) during my tenure as a TNRCC Manager. Part of my duties at 

	

12 	TNRCC included participating in the legislative and rulemaking processes that 

	

13 	resulted in the first version of that process. In fact, I wrote many of those rules. 

	

14 	Later. during my time with Aqua prior to my retirement, I participated as a 

	

15 	representative of Aqua in the process that led to changes now present in TWC 

	

16 	§13.254 that occurred in 2005 through HB 2876 (79th(R)). Therefore, I believe I 

	

17 	have a unique perspective on the issues in this docket that specifically relate to the 

	

18 	compensation process under TWC §13.254 and what is now 16 TEX. ADMIN. CODE 

	

19 	("TAC") §24.113 (previously 30 TAC §291 .113). 

	

20 	 H. OVERVIEW OF TESTIMONY 

	

21 	Q. 	What is the purpose of your testimony? 
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1 	A. 	I have reviewed the July 20, 2016 PUC Commissioners Preliminary Order, the July 

	

2 	29. 2016 State Office of Administrative Hearings (`SOAH") Order No. 2, the 

	

3 	appraisal report prepared by KOR Group, Inc. for Aqua that was filed on June 13, 

	

4 	2016, AT-1. and the current versions of TWC §13.254 and 16 TAC §24.113. I am 

	

5 	also familiar with many of the factual issues discussed in the direct testimony of 

	

6 	Aqua's Darryl Waldock with whom I worked for many years, including working 

	

7 	out of Aqua's Forth Worth office from 2006 until I retired in 2013. But the 

	

8 	purpose of my testimony is to offer information about how I viewed the TWC 

	

9 	§13.254 decertification and compensation process when it was first implemented so 

	

10 	the PUC may have guidance for deciding the 'property' identification issues 

	

11 	prescribed for the first hearing in this docket. The PUC was tasked with regulating 

	

12 	water and sewer CCNs (after a lengthy interim period of not regulating them) very 

	

13 	recently and I have been involved since this regulation's inception. 

14 

	

15 	Q. 	Would you please summarize your testimony? 

	

16 	A. 	I believe the Aqua Appraisal Report has properly identified property that should be 

	

17 	the basis for compensation under TWC §13.254 and 16 TAC §24.113. 

	

18 	Q. 	Have you attached documents to your testimony? 

	

19 	A. 	Yes, they are marked as AT-1 (Aqua Appraisal Report), AT-2 (City of Celina 

20 Appraisal Report), AT-3 	Party Appraisal Report), and AT-8 (Resume of 

	

21 	Stephen H. Blackhurst). 

SOAH DOCKET 'NO. 473-16-5011.*S 	7 	Direct Testimony of Stephen H. Blackhurst 



	

1 	III. PROPERTY RENDERED USELESS OR VALUELESS BY 

	

2 	 DECERTIFICATION 

	

3 	Q. 	Why does 16 TAC §24.113 contain language that states "[a] certificate or other 

	

4 	order of the commission does not become a vested right and the commission at 

	

5 	any time after notice and hearing may revoke or amend any certificate of 

	

6 	convenience and necessity (CCN)" if it finds certain conditions? 

	

7 	A. 	This language is not and to my knowledge has not ever been included in TWC 

	

8 	§13.254. It was included in 30 TAC §291 113, now 16 TAC §24.113. before there 

	

9 	was any type of compensation process for CCN decertification in that rule. My 

	

10 	understanding is that it was included just to clarify that the CCN regulatory authority 

	

11 	(the TNRCC and now PUC) has the right to take away CCN service area under 

12 prescribed conditions. 

13 

14 Q. When was the TWC §13.254 compensation process added? 

15 A. The compensation process was added in 1997 in SB 1 (75thr \\. K)) 	The 'vested right' 

16 language was included in the TNRCC rule well before 1997 

17 

18 Q. What did TWC §13.254 look like prior to its amendment in 1997 to add the 

19 compensation process? 

20 A. Prior to the addition of the compensation process in 1997 TWC §13.254 as adopted 

21 in 1993 through HB 2677 (73rd
(R)) looked like this: 
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1 	(a) The commission at any time after notice and hearing may 'revoke or amend any 

	

2 	certificate of public convenience and necessity with the written consent of the 

	

3 	certificate holder or if it finds that the certificate holder has never provided, is no 

	

4 	longer providing, or has failed to provide continuous and adequate service in the 

	

5 	area, or part of the area, covered by the certificate. 

	

6 	(b) Upon Written request from"the certificate holder, the executive director may 

	

7 	cancel the certificate of a utility or water supply corpokation authorized by rule to 

	

8 	operate without a certificate of public convenience and necessity under Section 

	

9 	13 .242 (c). 

	

10 	(c) If the certificate of any public utility is revoked or amended, the commission may 

	

11 	require one or more public utilities to provide service in the area in question. 

	

12 	When the PUC began to regulate water and sewer utilities in the mid 70 s, those utilities 

	

13 	did not have CCNs and were initially grandfathered to continue serving. When they 

	

14 	began to apply to get a CCN. which was essentially granted automatically in the early 

	

15 	days, or were required to obtain a CCN by changes in the statute, the utilities in many 

	

16 	cases just drew a shape or some lines on a map and that became their CCN area. In 

	

17 	some cases, the boundary line they drew was a fat magic marker line that could be a 

	

18 	quarter of a mile wide on the map or perhaps a hand drawn circle or unique shape with 

	

19 	no relation to identifiable boundaries. This led to many utilities receiving service areas 

	

20 	far greater in area than they ever intended to serve and many boundary disputes. Thus, 

	

21 	there was a need for the regulatory authority to be able to decertify areas under certain 

	

22 	conditions. 

SOAH DOCKET NO. 473-16-5011.WS 	9 	Direct Testimony of Stephen H. Blackhurst 



1 

	

2 	Q. 	What did 30 TAC §291.113 look like prior to implementation of the 1997 

	

3 	amendments ? 

	

4 	A. 	As of its adoption effective January 10, 1996, it was much shorter and stated: 

	

5 	(a) A certificate or other order of the commission does not become a vested right 

	

6 	and the commission at any time after notice and hearing may revoke or amend any 

	

7 	certificate of public convenience and necessity i f it finds that the certificate holder 

	

8 	has never provided, is no longer providing service or has failed to provide 

	

9 	continuous and adequate service in the area, or part of the area covered by the 

	

10 	certificate. 

	

11 	(b) If the certificate of any utility is revoked or amended, the commission may 

	

12 	require one or more utilities to provide service in the area in question. 

13 

	

14 	Q. 	What happened in 1997 that prompted the addition of the compensation 

	

15 	process in TWC §13.254 and later in 30 TAC §291.113? 

	

16 	A. 	In 1997 the Texas Legislature adopted a number of changes to Chapter 13 of the 

	

17 	Texas Water Code in SB 1 (75th(R)). Water and wastewater utilities throughout 

	

18 	the state were failing and a number of changes were implemented. In 1997 there 

	

19 	was an effort to revise the decertification process so that problem water utilities 

	

20 	could be shifted to more financially viable entities. However. the Water Code 

	

21 	requires water utility owners to make investments in their water systems while they 

	

22 	hold a CCN in order to ensure continuous and adequate service through planning 
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1 	activities among others. Therefore, there was a justifiable concern about making 

	

2 	sure a utility was made whole for lost investments rendered useless or valueless by 

	

3 	a decertification. In my view. those property interests existed separate and apart 

	

4 	from the CCN permit itself which could be taken by the regulatory agency under 

	

5 	the limited situations outlined in the statute. The TNRCC rules we adopted for 30 

	

6 	TAC 291.113 to implement the 1997 changes simply incorporated the statutory 

	

7 	provisions. We did not add anything to clarify the process. We dealt with very few 

	

8 	decertification proceedings during my time at TNRCC because it required a full 

	

9 	contested case hearing. More often, CCNs were transferred by negotiated 

	

10 	agreements. 

11 

	

12 	Q. 	Are you familiar with the changes to the compensation provisions in TWC 

	

13 	§13i54(d) and (g) that occurred after 1997? 

	

14 	A. 	Yes. I was involved as an Aqua representative commenting on the legislative and 

	

15 	rulemaking efforts that revised the TWC §13.254 process in 2005 and I have 

	

16 	reviewed the different iterations of the statute since 1997 The 2005 revisions 

	

17 	changed some of the compensation factors, but left the remainder of TWC 

	

18 	§13.254(d) and (g) intact. With each change, the TNRCC and TCEQ continued to 

	

19 	implement the statutory language without clarifications in the rules. 

20 

	

21 	Q. 	What types of property could be rendered useless or valueless by 

	

22 	decertification under the procesS adopted in 1997 and now? 
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1 	A. 	In 1997 the Legislature did not define 'property so during my time at TNRCC we 

	

2 	viewed the compensation factors set forth in the statute as instructive to that end. 

	

3 	First, those factors covered and continue to cover both tangible and intangible 

	

4 	property interests. Second, those factors covered and continue to cover 

	

5 	compensation for property interests that are not necessarily within the area being 

	

6 	decertified. Finally. I also found and continue to find the definition of "facilities' 

	

7 	in TWC §13.002(9) instructive because it broadly states that the term 'means all the 

	

8 	plant and equipment of a retail public utility. including all tangible and intangible 

	

9 	real and personal property without limitation, and any and all means and 

	

10 	instrumentalities in any manner owned, operated, leased, licensed, used, controlled, 

	

11 	furnished, or supplied for, by. or in connection with the business of any retail public 

	

12 	utility. 	I note that one of the factors to look at in TWC §13.254(g) is 'other 

	

13 	relevant factors. 	Collectively. this provides the regulatory authority a broad 

	

14 	collection of types of property that should be assessed for compensation purposes 

	

15 	under TWC §13.254(d) if it is rendered useless or valueless by a decertification. 

	

16 	Q. 	Does TWC §13.254 permit partial decertification of CCN service areas? 

	

17 	A. 	Yes. In fact, that is the most common type of decertification. 

18 

	

19 	Q. 	If part of a retail public utility's service area is removed, should it receive 

	

20 	compensation under TWC §13.254 for part of its property if the remainder 

	

21 	retains some value for service elsewhere? 
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1 	A. 	Yes. Again, I would look to the factors in TWC §13.254(g) and the facilities 

	

2 	definition in TWC §13.002(9) as also reflected in their implementing Commission 

	

3 	rules for instruction. But there can certainly be situations where part of a property 

	

4 	interest as characterized by those sections may be rendered uselss or valueless due 

	

5 	to a partial CCN removal. In those situations, some sort of allocated property 

	

6 	interest would require valuation. This is particularly true in a situation with a 

	

7 	utility like Aqua that operates on a regional basis and may potentially only have a 

	

8 	discrete part of their regional CCN service area removed. That is in fact what 

	

9 	occurred with the expedited CCN releases in PUC Docket No. 45329 which 

	

10 	precipitated this compensation docket. TWC §13.254(g) specifically contemplates, 

	

11 	and has always contemplated, allocations for some of the compensation factors. 

12 

	

13 	Q. 	How does the compensation factor of "necessary and reasimable legal expenses 

	

14 	and professional fees" fit into the analysis of "property rendered useless or 

	

15 	valuelesš?" 

	

16 	A. 	One concern that prompted including legal and professional expenses in the 

	

17 	compensation factors list was that legal and professional expense are a substantial 

	

18 	expense that utilities must incur to obtain and maintain their CCNs, wastewater 

	

19 	permits, or other authorizations required to provide service in terms of planning and. 

	

20 	operations within a particular CCN service area. If that CCN area is removed, all 

	

21 	those costs are rendered useless or valueless. Particularly with the increase in 

	

22 	decertification applications created by the newer expedited release processes, it is 
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1 	reasonable to include such expenses incurred in responding to decertification 

2 	applications in compensation to decertified CCN holders. CCN holders forced 

3 	into decertification proceedings by a property owner or competing retail public 

4 	utility. especially when there has been no failure by the utility to respond to valid 

5 	requests for service, are entitled to defend themselves. That only adds to the legal 

6 	and professional fees the utility may have already spent on the property interests- 

7 	including acquisition and maintenance of CCNs, permits, and other facilities 

8 	being taken away against its will. 

9 

10 	Q. 	What were the changes to TWC §13.254(g) that occurred in 2005? 

11 	A. 	There were several changes. First, the language about 'factors ensuring that the 

12 	compensation to a retail public utility for the taking, damaging, or loss of personal 

13 	property. including the retail public utility's business, is just and adequate was 

14 	changed to 'factors ensuring that the compensation to a retail public utility is just 

15 	and adequate. Second, the impact on future revenues and expenses of the retail 

16 	public utility was replaced with 'the impact on future revenues lost from existing 

17 	customers. 	Third, 'factors relevant to maintaining the current financial integrity 

18 	of the retail public utility' was removed. Fourth, there was a change about 

19 	'allocable debt. Finally. there was the addition of the following language: 'The 

20 	commission shall adopt rules governing the evaluation of these factors. 

21 

22 	Q. 	Do you have an opinion about those changes? 
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1 	A. 	Yes. As originally enacted, the statute clearly intended to make utilities whole 

	

2 	where their CCNs were being removed if the retail public utility had made the 

	

3 	investments necessary to acquire property interests for service to the removed areas 

	

4 	whether active or not. Tweaking the language does not change the fact there is the 

	

5 	'taking or 'damaging' of private property and the loss of a 'retail public utility's 

	

6 	business. 	These are still very relevant concerns. 

	

7 	 The Texas Water Code requires planning within CCN service areas 

	

8 	regardless of whether active service ever actually occurs. Now. retail public 

	

9 	utilities are being forced into a CCN removal process by the Commission 

	

10 	eliminating the opportunity to actively supply water or sewer collection to gain 

	

11 	revenue regardless of investment made by the CCN holder at the whim of property 

	

12 	owners. It would not be good public policy to allow these types of actions without 

	

13 	some guarantee of reasonable compensation. 	It would also be a serious 

	

14 	disincentive for a utility to plan and prepare to serve its CCN area as required by the 

	

15 	CCN statutes and perhaps incentivize other retail public utilities, including cities, to 

	

16 	try to cherry pick from existing CCN areas. TWC §13.001(c) indicates that the 

	

17 	purpose of TWC Chapter 13 is to 'establish a comprehensive regulatory system that 

	

18 	is adequate to the task of regulating retail public utilities to assure rates, operations, 

	

19 	and services that are just and reasonable to the consumers and to the retail public 

	

20 	utilities. 	The 2005 changes do not accomplish that task. Therefore, to make 

	

21 	sure the purpose of Chapter 13 is upheld, the Commission should either write 

	

22 	implementing rules for TWC §13.254(d) and (g), which has not been done since 
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1 
	

2005 despite the added directive to undertake that task, or use a reasonable 

	

2 
	

interpretation of the factors provided such as 'other relevant factors to make 

	

3 
	

utilities like Aqua whole when their CCN areas are removed. That is the only way 

	

4 
	

to provide utilities with just and adequate compensation in CCN decertification 

	

5 	situations like this one under the current version of TWC §13.254. Since the 

	

6 
	

Commission has not adopted any clarifying rules to implement the statute, I 

	

7 
	

encourage the Commission to use its discretion to provide just and reasonable 

	

8 
	

compensation to utilities like Aqua so that this process can be effectively carried 

	

9 
	

out. 

10 

	

11 	Q. 	Have you reviewed and formed an opinion with respect to whether the Aqua 

	

12 	Appraisal Report has properly identified Aqua property rendered useless or 

	

13 	valueless by the decertification approved in PUC Docket No. 45329? 

14 A. Yes. 

15 

	

16 	Q. 	What is that opinion? 

	

17 	A. 	In my opinion, the Aqua Appraisal Report prepared by KOR Group, Inc. has 

	

18 	properly identified the Aqua property interests rendered useless or valueless that 

	

19 	now require compensation under TWC §13.254(d) and (g). 

20 
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1 	IV PROPERTY VALUED IN FILED APPRAISAL REPORTS 

	

2 	Q. 	Have you reviewed all the appraisal reports filed hi this docket? 

A. 	Yes. The appraisal reports filed in this docket that I have reviewed are included as 

	

4 	AT-I, AT-2 and AT-3. 

5 

	

6 	Q. 	Have you formed an opinion with respect to whether the appraisal reports filed 

	

7 	in this docket are limited to property rendered useless or valueless by the 

	

8 	decertification approved in PUC Docket No. 45329? 

9 A. Yes. 

10 

	

11 	Q. 	What is that opinion? 

	

12 	A. 	The Aqua Appraisal Report prepared by KOR Group, Inc. is properly limited to 

	

13 	property interests rendered useless or valueless by the decertifications approved in 

	

14 	PUC Docket No. 45329 that now require Aqua receive just and adequate 

	

15 	compensation under TWC §13.254(d) and (g). The other appraisal reports filed in 

	

16 	this docket also limit their appraisals to property rendered useless or valueless by 

	

17 	the decertifications, but fail to assess the additional property interests properly 

	

18 	identified in the Aqua Appraisal Report. 

19 

	

20 	Q. 	Does this conclude your prefiled direct testimony? 

	

21 	A. 	Yes, but I reserve the right to supplement my testimony as additional information 

	

22 	becomes available. 

SOAH DOCKET NO. 473-16-5011.WS 	17 	Direct Testimony of Stephen H. Blackhurst 



SOAH DOCKET NO. 473-16-5011.WS 
PUC DOCKET NO. 45848 

CITY OF CELINA'S NOTICE OF § BEFORE THE STATE OFFICE 
INTENT TO PROVIDE WATER 
AND SEWER SERVICE TO AREA § 	 OF 
DECERTIFIED FROM AQUA 
TEXAS, INC. IN DENTON COUNTY § ADMINISTRATIVE HEARINGS 

DIRECT TESTIMONY AND EXHIBITS 

OF 

JOSHUA M. KORMAN 

ON BEHALF OF 

AQUA TEXAS, INC. 

August 16, 2016 



DIRECT TESTIMONY AND EXHIBITS OF 

JOSHUA M. KORMAN 

TABLE OF CONTENTS 

SECTION 	 PAGE 

I. BACKGROUND AND QUALIFICATIONS, 	 1 

II. OVERVIEW OF TESTIMONY 	 5 

III. PROPERTY RENDERED USELESS OR VALUELESS BY 
DECERTIFICATION, 	 8 

IV 	PROPERTY VALUED IN FILED APPRAISAL REPORTS 	 14 

ATTACHMENTS:  

AT-I 
	

Aqua Texas, Inc. Appraisal Report 

AT-2 
	

City of Celina Appraisal Report 

AT-3 
	

Third Party Commission Appraisal Report 

AT-5 
	

March 24, 2016 Letter to TCEQ regarding TPDES Permit Renewal 

SOAH DOCKET NO. 473-16-5011.WS 	ii 	Direct Testimony of Joshua M. Korman 



1 	 DIRECT TESTIMONY OF JOSHUA M. KORMAN 

2 	 ON BEHALF OF 

3 	 AQUA TEXAS, INC. 

4 	 I. BACKGROUND AND QUALIFICATIONS 

5 Q. Please state your name and business address. 

6 A. My name is Joshua M. Korman. 	My business address is 1401 Foch Street, Suite 

7 150, Fort Worth, Texas 76107 

8 

9 Q. What is your present position? 

10 A. I am a principal and founder of KOR Group, Inc. ("ICOR Group"), a full service real 

11 estate consulting and appraisal firm based in Fort Worth, Texas. 

12 

13 Q. How long have YOu been in the appraising and consulting business? 

14 A. Since 1997 

15 

16 Q. Have you appraised both real and personal property? 

17 A. Yes. 

18 

19 Q. What types of services does KOR Group provide? 

20 A. KOR Group offers consulting and appraisal services for various types of property 

21 and situations. 	Much of our work takes place in the litigation context with the 

22 majority of the projects being for eminent domain. 	We are typically called upon to 
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1 	perform property and business interest valuations in a variety of situations. This is 

	

2 	reflected in my resume included as an attachment to my June 13, 2016 Aqua Texas, 

	

3 	Inc. Appraisal Report, AT-1, at page 11 

4 

	

5 	Q. 	Do you have a business partner? 

	

6 	A. 	Yes. John S. Kostohryz is my business partner and a principal at KOR Group. 

	

7 	We work closely on all projects, including this one. His experience is outlined in 

	

8 	his resume, which is also included in AT-1, at page 12. 

9 

	

10 	Q. 	Which of KOR Group's services are you typically asked to provide? 

	

11 	A. 	We are asked to perform a wide range of valuation and/or appraisal services 

	

12 	including estimates of market value, highest and best use analysis, market analysis, 

	

13 	and partitions, among others. We have performed real estate appraisal services for 

	

14 	all types of properties, including office buildings, retail centers, service stations, 

	

15 	hospitals, educational facilities, apartment complexes, industrial facilities, raw and 

	

16 	developed land, timberland, restaurants, mixed-use developments, automobile 

	

17 	dealerships, mining operations, midstream operations, and master planned 

	

18 	communities. We have valued and consulted on properties in 14 different states, 

	

19 	including Texas, and assignments vary by client need. 

20 
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1 	Q. 	Please describe your educational background and professional affiliations. 

	

2 	A. 	I received a Bachelor of Business Administration with a Major in Finance from the 

	

3 	University of Texas at Austin in 1996. I have completed additional appraisal and 

	

4 	real estate related coursework accredited by the Appraisal Institute, the University 

	

5 	of Texas, and the State of Texas. I am a Texas State Certified General Real Estate 

	

6 	Appraiser. a Practicing Affiliate of the Appraisal Institute, a member of the 

	

7 	International Right of Way Association, a member and director of the Forensic 

	

8 	Expert Witness Association, and a m*ember of several other professional 

	

9 	associations listed with my education background in my resume, included within 

	

10 	AT-1, at page 11 

11 

	

12 	Q. 	Please describe your professional experience. 

	

13 	A. 	During college, I worked for an independent oil and gas company as a gas account 

	

14 	manager and assistant to the Chief Financial Officer. Later. I was employed 'as a 

	

15 	legal aide for Texas State Representative Anna Mowery. Representative Mowery 

	

16 	was on the Land and Resource Management Committee and we were involved in 

	

17 	budgeting issues. After graduation from the University of Texas in 1996, I was 

	

18 	employed as an appraiser and 'consultant" with Lewis Realty Advisors. In 2008 I 

	

19 	moved to Fort Worth to continue wôrking as an appraiser and in 2013 I started KOR 

	

20 	Group with Mr. Kostohryz. I have performed hundreds of appraisals and valuation 

	

21 	assignments since 1997 
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1 	 Some assignments I have worked on have included: assessing flooding 

	

2 	impacts on master planned communities and residential subdivisions; analyzing 

	

3 	sales, cost, and income for office buildings and retail centers; and estimating values 

	

4 	in tax increment financing districts. I have assisted with various projects involving 

	

5 	asset management, acquisitions/dispositions of property. estate tax planning, 

	

6 	contributions to family limited partnerships, market studies, analysis of 

	

7 	environmental impacts, and condemnations. I have reported on the impact of 

	

8 	existing and proposed railroad corridors and sidings on adjacent properties. I have 

	

9 	extensive experience in eminent domain cases ranging from public roadway 

	

10 	expansions to pipeline easements and working with condemnors and condemnees. 

	

11 	Assignments have also included consultation for both ad valorem and estate tax 

	

12 	purposes. Other assignments include retrospective valuations of various types of 

	

13 	real estate assets held by financial institutions in relation to Winstar cases (federal 

	

14 	litigation arising from the savings and loan crisis). 

15 

	

16 	Q. 	Have you previously testified in regulatory proceedings? 

	

17 	A. 	I have provided expert witness reports and testimony in many types of eminent 

	

18 	domain proceedings including administrative hearings, depositions, arbitrations, 

	

19 	and trials. However. I have not testified in a proceeding before the Texas 

	

20 	Commission on Environmental Quality ('TCEQ") or Public Utility Commission of 

	

21 	Texas (PUC"). 

22 
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1 	Q. 	How are you and KOR Group a qualified individual or firm for the purpose of 

	

2 	offering an opinion in this case? 

	

3 	A. 	The issues we are dealing with in this case involve an evolving area of the law under 

	

4 	Texas Water Code ("TWC") §13.254 and P U.0 SUBST R. 24.113. I have read 

	

5 	those provisions of the Texas Water Code and view them as setting up a process 

	

6 	similar to the condemnation-projects we have worked on. As a licensed Texas 

	

7 	appraiser familiar with the valuation of both real and personal property interests, I 

	

8 	believe we offer an important perspective for both idefitifying and valuing property 

	

9 	according to the Texas Water Code and PUC requirements in their current form 

	

10 	based on my background. 

11 

	

12 	 IL OVERVIEW OF TESTIMONY 

	

13 	Q. 	What is the purpose of your testimony? 

	

14 	A. 	Several months ago, Aqua Texas, Inc. ( Aqua') retained our firm to perform a 

	

15 	property appraisal under TWC §13.254 and P ,U.0 SUBST R. 24.113. Aqua 

	

16 	contacted us after receiving a notice of intent from the City of Celina ("City") filed 

	

17 	with the Commission seeking approval to serve real property removed from Aqua's 

	

18 	North Region water and sewer certificate of convenience and necessity (CCN") 

	

19 	Nos. 13201 and 21059 service areas in Denton County. Texas. My understanding 

	

20 	is that reinoval occurred in PUC Docket No. 45329 through a 'streamlined' 

	

21 	expedited release process under the TWC and was initiated by a developer entity 

	

22 	called CADG Sutton Fields II, LLC. My further understanding is that Aqua was 
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1 	ordered to perform this type of appraisal by the Commission and that my report 

	

2 	would be used by the Commission to decide the amount of just and adequate 

	

3 	compensation owed Aqua before the City could serve the decertified area. I 

	

4 	prepared an appraisal report for Aqua that was filed in this docket on June 13, 2016 

	

5 	and is attached as an exhibit to my testimony. AT-1. 

	

6 	 I understand that the process has changed and the Commission has ordered a 

	

7 	bifurcated hearing process. My understanding is there are limited issues to be 

	

8 	decided by the Commission in this first evidentiary hearing before my property 

	

9 	valuations are considered in a second evidentiary hearing. In particular, according 

	

10 	to the Commission's July 20, 2016 Preliminary Order issued in this docket, the 

	

11 	questions to be decided are: (1) what property has been rendered useless or 

	

12 	valueless to Aqua by the decertification granted in Docket No. 45329: and (2) are 

	

13 	the existing appraisals limited to property that has been determined to have been 

	

14 	rendered useless or valueless by decertification? 

	

15 	 I have reviewed the Preliminary Order and the SOAH ALJ's Order No. 2 in 

	

16 	preparing my testimony. The purpose of my testimony is to address both issues 

	

17 	identified by the Commission in the Preliminary Order. 

18 

	

19 	Q. 	Would you please summarize your testimony? 

	

20 	A. 	The Aqua Appraisal Report includes my findings concerning Aqua property that 

	

21 	was rendered useless or valueless by the decertification that occurred in PUC 

	

22 	Docket No. 45329. In the Aqua Appraisal Report, we both identified and placed a 
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1 	value on that' property. However. here, I will limit my discussion to only 

	

2 	identification of property that requires valuation in this proceeding. 

3 

	

4 	Q. 	Have you attached documents to your testimony? 

	

5 	A. 	Yes, they are marked as AT-1 (Aqua Appraisal Report), AT-2 (City of Celina 

	

6 	Appraisal Report), AT-3 (3rd  Pårty Appraisal Report)* and AT-5 (Aqua Letter to 

	

7 	TCEQ regarding TPDES permit renewal). 

8 

	

9 	Q. Was the Aqua Appraisal Report attached as AT-1 prepared by you or under 

	

10 	your direct supervision? 

11 A. Yes. 

12 

	

13 	Q. 	Are the documents attached to Aqua Appraisal Report,-AT-1, and the other 

	

14 	information relied upon to prepare the Aqua Appraigal Report, the same type 

	

15 	of documents and information other experts in your field would rely upon for 

	

16 	the same task? 

17 A. Yes. 

18 

	

19 	Q. 	Are the attached documents exact duplicates of the originals? 

20 A. Yes. 

21 

SOAH DOCKET NO. 473-16-5011.ws 	7 	Direct Testimony of Joshua M. Korman 



	

1 	III. PROPERTY RENDERED USELESS OR VALUELESS BY 

	

2 	 DECERTIFICATION 

	

3 	Q. 	What steps did you take to prepare the Aqua Appraisal Report? 

	

4 	A. 	As reflected in the Aqua Appraisal Report, AT-1 at 1-2, Mr. Kostohryz and I 

	

5 	performed the following steps: (1) utilized the appraisal process to estimate just 

	

6 	compensation for the expedited release of approximately 128.01 acres of land from 

	

7 	Aqua Texas, Inc.'s water certificate of convenience and necessity (CCN) No. 13201 

	

8 	and sewer CCN No. 21059 in Denton County. Texas (the 'Property") as of June 13, 

	

9 	2016 as outlined in the Texas Water Code and Texas Administrative Code; (2) 

	

10 	collected and reviewed factual information about the history of the subject, 

	

11 	including the list of documents detailed in the Aqua Appraisal Report; (3) gathered 

	

12 	market information on the surrounding market area — sources of data included, but 

	

13 	were not limited to, County deed records, County Appraisal District data, owner 

	

14 	(i.e. Aqua) representatives, brokers, investors, developers, and other 

	

15 	knowledgeable individuals active in the area; (4) prepared an appraisal report to 

	

16 	determine just compensation as considered by the Public Utility Commission of 

	

17 	Texas that falls outside of Standards Rules 1..10 of the Uniform Standards of 

	

18 	Professional Appraisal Practice, 2016-2017 However. we complied with the 

	

19 	portions of the Uniform Standards of Professional Appraisal Practice that applied 

	

20 	to the Aqua assignment. 

21 
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1 	Q. What are the Worm Standards of Professional Appraisal Practice? 

	

2 	A. 	They are the Standards that appraisers are required to adhere to. As stated in the 

	

3 	Preamble, 'The purpose of the Uniform Standards of Professional Appraisal 

	

4 	Practice (USPAP) is to promote and maintain a high level of public trust in 

	

5 	appraisal practice by establishing requirements for appraisers. It is essential that 

	

6 	appraisers develop and communicate their analyses, opinions, and conclusions to 

	

7 	intended users of their services in a manner that is meaningful and not misleading. 

8 

	

9 	Q. 	What is the Jurisdictional Exception Rule? 

	

10 	A. 	It is defined as, 'an assignment condition established by applicable law or 

	

11 	regulation, which precludes an appraiser from complying with a part of USPAP 

12 

	

13 	Q. Which parts of the Unifirm Standards of Professional Appraisal Practice were 

	

14 	voided by the Texas Water Code or PUC rules for the Aqua Appraisal Report? 

	

15 	A. 	The factors for compensation are set forth in TWC §13.254 and P.U.0 SUBST R. 

	

16 	24.113. We have followed the required factors of compensation rather than 

	

17 	Standard Rules 1..10. 

18 

	

19 	Q. 	How did that impact your methodology for preparing the Aqua Appraisal 

	

20 	Report in terms of identifying the property rendered useless or valueless by 

	

21 	the decertification? 
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1 	A. 	We used the TWC §13.254 and P ,U.0 SUBST R. 24.113 compensation factors, 

	

2 	together with the Water Code definitions for 'facilities and 'service, to inform 

	

3 	our determination about what types of property interests we should consider in our 

	

4 	report. We determined that we should consider both tangible and intangible 

	

5 	property interests rendered useless or valueless to Aqua as a result of the 

	

6 	decertifications. However. we also applied concepts from our work on other 

	

7 	appraisal and valuation projects to place values on those property interests. 

8 

9 Q. Have you formed an opinion with respect to whether Aqua property was 

	

10 	rendered useless or valueless by the CCN decertifications approved in PUC 

	

11 	Docket No. 45329? 

12 A. Yes. 

13 

	

14 	Q. 	Are your opinions reflected in the Aqua Appraisal Report? 

15 A. Yes. 

16 

	

17 	Q. 	What are your opinions and conclusions about whether the Aqua property 

	

18 	was rendered useless or valueless by the CCN decertifications approved in 

	

19 	PUC Docket No. 45329? 

	

20 	A. 	In the Aqua Appraisal Report, KOR Group reported three main categories of 

	

21 	property interests that were rendered useless or valueless to Aqua by the CCN 

	

22 	decertifications approved in PUC Docket No. 45329: (1) intangible property 
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1 	interests related to Aqua's Prosper Point project investments — Prosper Point is the 

	

2 	name Aqua used for its service plan activities for the Property: (2) necessary and 

	

3 	reasonable legal expenses and professional fees related to the Prosper Point project, 

	

4 	including the decertification and compehsation dockets which are not yet complete; 

	

5 	and (3) Aqua's lost economic opportunity property interest These are all 

	

6 	intangible property interests that we viewed as needed for just and adequate 

	

7 	compensation to Aqua under the TWC for'the Property decertifications. 

	

8 	 First, the Prosper Point project investment property items included things 

	

9 	such as facilities planning and design activities, water source contract negotiations, 

	

10 	analysis of wastewater treatment options, analysis of water distribution, budgeting, 

	

11 	and permitting and permit renewal activities. -Aqua's planning activities were for 

	

12 	both retail public water and wastewater utility services. Aqua obtained and 

	

13 	maintained a water quality permit -froth TCEQ specifically to serve the Property 

	

14 	which it had to let expire this year after the Commission approved the Property 

	

15 	decertification. AT-5. That particular interest, along With the rest of its Prosper 

	

16 	Point project investments, is what we would call a 'special use property interest in 

	

17 	the appraisal and eminent domain context and had no other value to Aqua but to 

	

18 	serve the Property. Collectively. these items comprised property interests Aqua 

	

19 	acquired and/or developed while it held the CCN for the Property that were all 

	

20 	rendered useless or valueless (or both) to Aqua by the CCN decertifications. 

	

21 	Under the TWC factors, we view those items as fitting into the category of 'any 

	

22 	expenditures for planning, design, or construction of service facilities that are 
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1 	allocable to service to the area in question, but they may also be appropriately 

	

2 	categorized under other factors. 

	

3 	 Second, we evaluated whether Aqua had incurred necessary and reasonable 

	

4 	legal expenses and professional fees both during the Prosper Point project while the 

	

5 	CCNs were in place, in the decertification docket, and in this compensation docket. 

	

6 	Aqua reported they had incurred such costs. However. Aqua was unable to help us 

	

7 	place a value on this item in terms of what was incurred specifically for the Prosper 

	

8 	Point project prior to the decertifications, so we only evaluated those legal and 

	

9 	professional expenses incurred in response to the decertification application in 

	

10 	Docket No. 45329 and this docket. This process is ongoing and our value for this 

	

11 	item will increase, but for purposes of this hearing we report our finding that these 

	

12 	expenses are additional Prosper Point project costs comprising Aqua's intangible 

	

13 	property interests rendered useless or valueless as a result of the decertifications. 

	

14 	 Finally. the Property that was removed from Aqua' s CCNs is in the path of 

	

15 	development and in what is considered a high growth area in Denton County. Texas. 

	

16 	Despite the above discussed property rights that were developed by Aqua and their 

	

17 	efforts and expertise, they are now denied the ability to operate within the Property 

	

18 	since the decertifications and have lost a portion of their regional economic 

	

19 	opportunity allocable to the Property. We determined this intangible property 

	

20 	interest was compensable under the 'other relevant factors category set forth in 

	

21 	TWC §13.254(g) and P,U.0 SUBST R. 24.113(k). This property interest was part 
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1 	of the bundle of sticks Aqua acquired and/or developed while it held the CCNs for 

	

2 	the Prosper Point. 

3 

	

4 	Q. 	In your experience in eminent domain cases, can there be a taking for part of a 

	

5 	property or property interest? 

	

6 	A. 	Yes. In eminent domain proceedings, the type of ptoperty takings suffered by Aqua 

	

7 	in whole or in part would be part of the injury to the prOperty owner that we would 

	

8 	value as part of compensation for a real property taking under Chapter 21 of the 

	

9 	Property Code. In such cases, when a portion of a tract or a parcel of real property 

	

10 	is condemned, compensation is determined for the part taken and any damages to 

	

11 	the remainder property taking into account the impacts of the • project and the 

	

12 	condemnation. In estimating that injury or benefit, it must be an injury or benefit 

	

13 	peculiar to the property owner and that relates to the property owner's ownership, 

	

14 	use, or enjoyment of the particular parcel of property that is not experienced in 

	

15 	common with the general community. This same concept applies to personal 

	

16 	property takings. Personal property may be destroyed or damaged in whole or in 

( 

	

17 	part. Here, Aqua has experienced an injury peculiar to it as the owner of its 

	

18 	property interests while it possessed the rights to serve the certificated areas taken 

	

19 	from Aqua in Docket No. 45329. We view Aqua's property interests during its 

	

20 	tenure as CCN holder for the Property as a bundle of sticks. Most of those sticks 

	

21 	were Wholly taken, i.e. rendered useless or valueless, by the decertifications. The 

	

22 	lost economic opportunity interest represents a property interest that was broken 
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1 
	

apart through a partial taking since it only applies to a portion of the property 

	

2 
	

included within Aqua's regional certificated service areas. However. the whole 

	

3 
	

and partial property interests rendered useless or valueless by the decertifications 

	

4 	justify compensation to Aqua. This would include Aqua's lost economic 

	

5 	opportunity property interests allocable to the Property. 

6 

	

7 	Q. 	Do you view the property interests assessed in the Aqua Appraisal Report as 

	

8 	the same as or distinct from Aqua's CCN rights that were taken away by the 

	

9 	Commission? 

	

10 	A. 	I view Aqua's property interests assessed in the Aqua Appraisal Report as distinct 

	

11 	from Aqua's CCN rights that were taken away by the Commission. Aqua's 

	

12 	property interests were acquired and/or developed through its planning efforts and 

	

13 	investments in reliance on the CCN rights, but they are not one in the same. That is 

	

14 	why just compensation requires consideration of all Aqua's property interests, 

	

15 	tangible or intangible, that were rendered useless or valueless by the CCN 

	

16 	decertifications. 

17 

	

18 	 IV PROPERTY VALUED IN FILED APPRAISAL REPORTS 

	

19 	Q. 	Is the Aqua Appraisal Report prepared by KOR Group limited to the 

	

20 	property identified above determined by KOR Group as rendered useless or 

	

21 	valueless by the decertifications approved in PUC Docket No. 45329? 
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1 	A. 	Yes. We applied what we determined were the appropriate valuation methods in 

	

2 	the Aqua Appraisal Report to only the property described previously that we 

	

3 	determined was rendered useless or valueless by the decertifications approved in 

	

4 	PUC Docket No. 45329. 

5 

	

6 	Q. 	Have you examined the other appraisal reports filed in this docket? 

	

7 	A. 	Yes. The other appraisal reports filed in this docket that we have examined are 

	

8 	included as AT-2 and AT-3. 

9 

	

10 	Q. 	Have you formed an opinion with respect to whether the other appraisal 

	

11 	reports filed in this docket are limited to property that was determined to have 

	

12 	been rendered useless or valueless by the decertifications approved in PUC 

	

13 	Docket No. 45329? 

	

14 	A. 	Yes. The other individuals or firms who prepared appraisal reports filed in this 

	

15 	docket did not value property beyond what they determined was rendered useless or 

	

16 	valueless by the decertifications approved in PUC Docket No. 45329. The City of 

	

17 	Celina's appraiser, Jones-Heroy & Associates, Inc. and the Commission's 

	

18 	appraiser. B&D Environmental, Inc. determined that Aqua should be compensated 

	

19 	for the amount of any expenditures for planning, design, or construction of service 

	

20 	facilities that are allocable to service to the area in question that were rendered 

	

21 	useless or valueless by the decertifications. They also determined properly that 

	

22 	Aqua should be compensated for necessary and reasonable legal expenses and 
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1 	professional fees incurred as a result of the decertifications. However, the other 

2 	appraisal reports do not recognize the lost economic opportunity due to the taking of 

3 	the property interest that our firm identified in the Aqua Appraisal Report, which 

4 	existed while Aqua held its CCN service areas. That is an additional intangible 

5 	property interest that is not speculative in this particular case, was rendered 

6 	valueless by the decertifications, and requires compensation in our opinion. 

7 	Q. 	Does this conclude your pre-filed direct testimony? 

8 	A. 	Yes, but I reserve the right to supplement my testimony as additional information 

9 	becomes available. 
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EXHIBIT 

AT-1 

 

   

 

1401 FOCH STREET I SUITE 150 I FORT WORTH, TEXAS 76107 

 

June 13, 2016 

Mr, Robert Laughman 
Aqua Texas, Inc. 
1106 Clayton Lane, Suite 400W 
Austin, Texas 78723 

SUBJECT. 	DECERTIFICATION COMPENSATION FOR DOCKET NO. 45329; CITY OF CELINA'S 
NOTICE OF INTENT TO PROVIDE WATER AND SEWER SERVICE TO AREA 
DECERTIFIED FROM AQUA TEXAS, INC. IN DENTON COUNTY TEXAS; PUBLIC 
UTILITY COMMISSION OF TEXAS 

Dear Mr. Laughman, 

KOR Group is pleased to' present this appraisal as considered by the Public Utility Commission of Texas 
to determine just compensation for the expedited release of approximately 128.01 acres of land from 
Aqua Texas, Inc.'s water Certificate of Convenience and Necessity (CCN) No. 13201 and sewer CCN No. 
21059 in Denton County, Texas. The 128.01-acre tract was decertified via expedited release , in Public 
Utility Commission of Texas Docket No. 45329 pursuant to Tex. Water Code §13.254(a-5) (TWC) and 16 
Tex. Admin. Code §24.113(r) (TAC). The intended users of the report include the client (Aqua Texas, 
Inc.), its representatives, and the Public Utility Commission of Texas. 

The subject property is currently under the ownership of CADG Sutton Fields II, LLC. The property is 
located along the east side of FM 1385, south of FM 428 in Denton County, Texas. The legal description 
is 128.01 acres of land out of the Thomas H. McIntyre Survey, Abstract No. 903, Denton County, Texas. 
Location and aerial maps of the subject property can be found in the Addenda section of the report. On 
November 10, 2015, the property owner submitted its Petition for an Expedited Release from Aqua 
Texas, Inc. 

SCOPE OF WORK 

As part of this appraisal, we have completed the following steps to gather, confirm, and analyze 
the data. 

Utilized the appraisal process to estimate the just compensation for the expedited release of 
approximately 128.01 acres of land from Aqua Texas, Inc.'s water certificate of convenience 
and necessity (CCN) No. 13201 and sewer CCN No. 21059 in Denton County, Texas, as of 
June 13, 2016 as outlined in the Texas Water Code and Texas Administrative Code. 

Collected and reviewed factual information about the history of the subject. A list of the 
documents is detailed later in the report. 

Gathered market inforniation on the surrounding market area. Sources of data include, but 
are not limited to, County deed records, County Appraisal District data, owner's 
representatives, brokers, investors: developers:and other knowledgeable individuals active in 
the area. 

Gathered market information on the surrounding market area. 
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Prepared an appraisal report to determine just compensation as considered by the Public 
Utility Commission of Texas that falls outside of Standards Rules 1-10 of the Uniform 
Standards of Professional Appraisal Practice, 2016-2017 However, we have complied with 
the portions of the Uniform Standards of Professional Appraisal Practice that apply to the 
assignment. 

COMPETENCY RULE 

We have the ability to properly identify the problem to be addressed; the knowledge and 
experience to complete the assignment competently; and, recognize and comply with the laws 
and regulations that apply to the appraisers and the assignment. Additional competency was 
gained through the client and the client's representatives. 

JURISDICTIONAL EXCEPTION RULE 

If any applicable law or regulation precludes compliance with any part of the Uniform Standards 
of Professional Appraisal Practice, only that part of the Uniform Standards of Professional 
Appraisal Practice becomes void for the assignment. 

DOCUMENTS REVIEWED 

The documents collected and reviewed in preparation of the appraisal include, but are not limited 
to, the following: 

Tex. Water Code §13.254 and 16 Tex. Admin. Code §24.113; 

Petition of CADG Sutton Fields II, LLC to decertificate from Aqua Texas, Inc. Sewer CCN No. 
21059, Water CCN No. 13201 Denton County Texas; Docket No. 45329 (November 4, 2015); 

Intervenor Aqua Texas, Inc.'s Supplemental Response to Petition; Docket No. 45329 (January 
19, 2016) 

CADG Sutton Fields II, LLC's reply to Aqua Texas, Inc.'s Supplemental Response to Petition; 
Docket No. 45329 (January 25, 2016) 

Commission Staff s Recommendation of Final Disposition; Docket No. 45329 (January 26, 
2016) 

Proposed Order; Docket No. 45329 (February 11, 2016) 

Order No. 2 — Requiring Filing of Appraisals; Docket No. 45329 (April 25, 2016) 

Prosper Point Woodbine Test Well Most Probable Cost Estimate (August 30, 2013) 

Prosper Point Woodbine Test Well Most Probable Cost Estimate (June 10, 2014) 

Prosper Point Trinity Test Well Most Probable Cost Estimate (March 24, 2014) 

Prosper Point Trinity PWS Well Most Probable Cost Estimate (June 10, 2014) 

Prosper Point Paluxy Test Well Most Probable Cost Estimate (March 24, 2014) 

Prosper Point Paluxy PWS Well Most Probable Cost Estimate (March 24, 2014) 
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C?Pi1JP 

Texas Commission on Environmental QUality — Permit to Discharge Wastes; Aqua Texas; inc. 
Permit No. W00014234001 (May 25, 2007) 

Prosper Point --,,WWTP — Permit Notification to TCEQ No Renewal — CCN Decertified — 
(March 24, 2016) 

Prosper Point — Wholesale Water Service Request — Upper Trinity RWD'(March 25, 2016) 

Leaše for Wastewater Plant Site (July 14, 2006) 

Mustang SUD Wastewater CCN Application Map (November 30, 2007) 

Prosper Point — Upper Trinity RWD's Responše to Aques Request for Wholesale Service 
(June 4, 2015) 

Prosper Point — Upper Trinity RWD Wholesale Water Serviee Schematic (October 22 2014) 

Prosper Point — Upper Trinity RWD — Permit Protest Letter (June 7 2011) 

Prosper Point — Proposed Water Wells — Collier Email (June 11, 2014) 

Prosper Point — Option fo Purchase WM? Site (September 22, 2000) 

Prosper Point — Mustang CCN ED FilinQ(October 17 2008) 

Denton County 128 Development LLC — Letter (January 23, 2014) 

Prosper Point — Water and Wastewater Plant Cost Estimated (April 6, 2004) 

Lease for Wastewater Plant Šite (July 17 2006) 

Prosper Point — DR Horton Plan for Development (January 24, 2014) 

Release and Abandonment of Easement (October 29, 2013) 

Prosper Point — DR Horton Plan for Development (September 10, 2013) 

Prosper Point — Denton County 128, Development — .Water Supply,Agreement (March 12, 
2007) 

Prosper Point — Denton County 128 Development — Wastewater Supply Agreement (March 
12, 2007) 

Prosper Point — Denton County 128 Development — Survey'(May 20, 2013) 

Prbsper Point — Denton Co 12'8 Deveiopment — Letter to Celina General Development Plan 
(June 16, 2015) 

Prosper Point — Denton Co 128 Development — Exemited LOl (March 10, 2014) 

Texas Commission on Eiwironmental Quality — Permit to Discharge Wastes; Aqua Texas, inc. 
Permit No. 14234-001 (January 9, 2003) 
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Texas Commission on Environmental Quality — Permit to Discharge Wastes; Aqua Texas, Inc. 
Permit No. WQ0014234001 (January 31, 2012) 

Prosper Point — WWTP Construction Costs — 3 phases (October 14, 2013) 

Highland Trails — Trinity Well # 1 TCEQ Packet — Draft — Collier (August 20, 2015) 

Highland Trails — Plat (June 15, 2015) 

Public Utility Commission of Texas — Notice of Approval (March 30, 2016) 

Public Utility Commission of Texas — CCN 13201 (March 22, 2016) 

Sewer Utility Tariff for North Region (December 5, 2011) 

Projected Prosper Point Annual Consumption/Billing Analysis (June 9, 2016) 

Email detailing internal staff hours (June 9, 2016) 

Email estimating VVWTP Permit costs (June 9, 2016) 

Summary Chart — Aqua Texas, Inc. — 2015 North Operations Total (June 9, 2016) 

Attorneys Fee Schedule 

FACTORS FOR COMPENSATION 

The required specific factors that must be considered in determining compensation of a certificate 
holder subject to an expedited release from a utility's CCN are set forth in Tex. Water Code 
§13.254(g) and 16 Tex. Admin. Code §24.113(k). Per 16 Tex. Admin. Code §24.113(k), the 
factors ensuring that the compensation to a retail public utility is just and adequate shall include: 

Factor 1 — Amount of the retail public utilitys debt allocable for service to the area in question; 

Factor 2 — Value of the service facilities of the retail public utility located within the area in 
question; 

Factor 3 — Amount of any expenditures for planning, design, or construction of service facilities 
that are allocable to service to the area in question; 

Factor 4 — Amount of the retail public utility's contractual obligations allocable to the area in 
question; 

Factor 5 — Any demonstrated impairment of service or increase of cost to consumers of the 
retail public utility remaining after the decertification; 

Factor 6 — Impact on future revenues lost from existing customers; 

Factor 7 — Necessary and reasonable legal expenses and professional fees; and, 

Factor 8 — Other relevant factors. 
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ANALYSIS 

The decertified area is located along the east side of FM 1385, south of FM 428 in Denton* 
County, Texas. The Commission found in PUC Docket No. 45329 that the decertified area was 
not receiving active water or waste water service from Aqua Texas, Inc. at the time of 
decertification. However, Aqua Texas performed work and incurred expenses in connection with 
service to the decertified area, as evidenced by the history of the subject property, including 
permits and agreements with residential developers. Additionally, Aqua Texas constructed, 
owns, and operates the Willow Wood Addition'Meadow Vista public ,drinking water system (PWS 
No. 0610212) Iodated approximatelY 1.2 miles frOrn the subject property. AqUe Texas has 
performed planning-and design activities, and committed facilities toward those activities, to serve 
the subject property. Below is a summary of compensation due to Aqua Texas based on the 
applicable factors for compensation. 

Factor 1 — Amount of the retail public utility's debt allocable for service to the area in 
question 

Not applicable. 

Factor 2 — Value of the service facilities of the'retail public utility located within the area in 
question 

Not applicable. 

Factor 3 — Amount of any expenditures for planning, design, or construction of service 
facilities that are allocable to service to the area'in question 

As previously stated, Aqua Texas has performed planning and design activities, and committed 
facilities toward those activities, to serve the subject property. This includes participation in 
discussions concerning water ivell test drilling as part of water source planning for the subject, 
participating in contract negotiations with Upper Trinity Regional Water District and Mustang 
Special Utility District related to wholesale water supply and wholesale wastewater treatment 
options for the subject, and negotiations with various owners related to other aspects of water 
supply development and wastewater treatment/collection system for the subject. 

Aqua Texas participated'and engaged consultants for planning efforts related to the subject water 
distribution system design, wastewater collection system design, water production facility design, 
wastewater treatment facility design, water system construction codes applicable to the subject, 
operations and maintenance plans, capital improvements plans, short-term and long-term subject 
water and wastewater facilities ownership issues, and other retail water and wastewater utility 
service issues that required consideration of the subject property. This also includes reviewing, 
coordinating, and commenting on water supply/distribution and wastewater engineering plans 
prepared for the subject property by consultant engineers. 

According to Darn)! Waidock, Area Manager for Aqua Texas, Inc. approximately 225 internal staff 
hours were spent to perform the above duties with respect to the subject property. We have 
estiniated $50.00 per man hour spent to perform the duties which is commensurate with the 
billing rates of similar engineering consultants. Therefore, we estimate $11,250 for the time/costs 
spent performing the extensive planning and design activities. 

Additionally, Aqua Texas has expended mohies related to obtaining, transferring, maintaining, 
and renewing the TPDES Permit No. WQ0014234001 since 2002, which was specifically to serve 
the subject property under the prevailing regulations. According to Aqua Texas, the original cost 
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to secure the permit was approximately $15,000 and the three renewals cost a total of $12,000. 
A copy of the permit can be found in the Addenda section of the report. 

Below is a summation of the expenses related to Factor 3: 

Service costs 
	

$ 11,250 
Permit Costs 
	

+ $ 27,000 
Total Factor 3 
	

$ 38,250 

Factor 4 — Amount of the retail public utility's contractual obligations allocable to the area 
in question 

Not applicable. 

Factor 5 — Any demonstrated impairment of service or increase of cost to consumers of 
the retail public utility remaining after the decertification 

Not applicable. 

Factor 6 — impact on future revenues lost from existing customers 

Not applicable. 

Factor 7 — Necessary and reasonable legal expenses and professional fees 

Aqua Texas incurred legal fees in connection with decertification of the area in question following 
the petition for expedited release filed with the Public Utility Commission of Texas (PUC) by 
CADG Sutton Fields II, LLC (PUG Docket No. 45329) and the compensation process following 
the notice of intent to serve the decertified area filed by City of Celina, Texas (PUC Docket No. 
45848). As of the date of this letter, reasonable and necessary legal fees identified by Aqua 
Texas and its counsel associated with the decertification process total $16,589. We have 
estimated an additional $5,000 of fees for work that will be performed by legal counsel 
subsequent to the submission of the report, but related to the decertification. 

Additionally, Aqua Texas engaged KOR Group to perform an appraisal report to estimate the 
compensation due to Aqua Texas for the decertification. The fee for the appraisal service is 
$10,000. A copy of the engagement letter can be found in the addenda. 

Legal Expenses 
	

$ 21,589 
Appraisal Expenses 
	

+ $ 10,000 
Total Factor 7 
	

$ 31,589 

Factor 8 — Other relevant factors 

The subject property is located just outside the city limits of Celina and Prosper. The property is 
within the Extraterritorial Jurisdiction of Celina. Celina has approximately a population of 12,000 
people according to the Economic Development Council. The population is expected to grow to 
30,000 people by 2020 and to over 100,000 people by 2030, making it one of the fastest growing 
cities in the state. There is demand for housing in the immediate market area as evidenced by 
significant housing development. Also, the subject property has had interest from multiple 
developers since 2000 and recently in 2014 and 2015. On March 10, 2014, Aqua Texas and 
Denton County Development 128, LLC (previous property owner) executed a signed letter of 
intent for Aqua Texas to provide water and wastewater services to the subject property. 
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According to documents provided by the client, the subject property is expected to be developed 
with approximately 575 housing units. According to 'market data, the 575 housing units could be 
built and absorbed in a 4 to 6-year time period due to its location in a "high growth'' area. 
Because of the decertification of the subject property, Aqua Texas lost the economic opportunity 
of the reasonably probable 575 connections for both water and waste water. 

In order to determine the lost economic opportunity, and intangible personal property right' we 
analyzed the achievable profits that are lost due to the decertification over a 25-year time period. 
We estimated the subdivision's build-out could be achieved over a 6-year time period. We 
estimated 50 lots could be connected by the end of Year 1 with an additional 100 lot connections 
for each successive year until full build-out. 

We then estimated a net profit per connection for both water and, sewer. The decertified area 
was located in Aqua Texas's North Region. Aqua Texas provided a sumniary of revenue and, 
expenses for water and sewer operations for the North Region in 2015. According to the data, 
the annual net income per customer for water was $188.64 (rounded) per year and the annual net 
income per customer for sewer was $174.80 (rounded) per customer. -Therefore, the anticipated 
annual net income for water and sewer customers would be $363.45 (rounded) per year. Next 
the number of connections per year was multiplied by the anticipated net income per customer in 
order to determine the total net income per year. The annual net income was discounted to a 
present value in order to bring the amounts in future years into equivalent arnounts today. A 15% 
discount rate was used which is supported by market data, including interviews with market 
participants and market Surveyi. 

Below is a summary of the discounted cash flow analysis that represents the lost economic 
opportunity due to the decertification: 

' 'Facilities means all the plant and ecluipment of a retail public utility, including all tangible and intangible 
real and personal property without limitation, and any and all means and instrumentalities in any manner 
owned, operated, leased, licensed, used, controlled, furnished, or supplied for, by, or in connection with 
the business of arfy retail public utility. Tex. Water Code § 13.002(9); 16 Tex. Admin. Code § 24.3(26). 
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Discounted Cash Flow Analysis 
Year Lots 	Mustomer Net Income PV Factor PV 

1 50 $363 $ 	18,150 0.86957 $ 	15,783 
2 150 $363 $ 	54,450 0.75614 $ 	41,172 
3 250 $363 $ 	90,750 0.65752 $ 	59,670 
4 350 $363 $ 	127,050 0.57175 $ 	72,641 
5 450 $363 $ 	163,350 0.49718 $ 	81,214 
6 550 $363 $ 	199,650 0.43233 $ 	86,314 
7 575 $363 $ 	208,725 0.37594 $ 	78,467 
8 575 $363 $ 	208,725 0.32690 $ 	68,233 
9 575 $363 $ 	208,725 0.28426 $ 	59,333 

10 575 $363 $ 	208,725 0.24718 $ 	51,594 
11 575 $363 $ 	208,725 0.21494 $ 	44,864 
12 575 $363 $ 	208,725 0.18691 $ 	39,012 
13 575 $363 $ 	208,725 0.16253 $ 	33,924 
14 575 $363 $ 	208,725 0.14133 $ 	29,499 
15 575 $363 $ 	208,725 0.12289 $ 	25,651 
16 575 $363 $ 	208,725 0.10686 $ 	22,305 
17 575 $363 $ 	208,725 0.09293 $ 	19,396 
18 575 $363 $ 	208,725 0.08081 $ 	16,866 
19 575 $363 $ 	208,725 0.07027 $ 	14,666 
20 575 $363 $ 	208,725 0.06110 $ 	12,753 
21 575 $363 $ 	208,725 0.05313 $ 	11,090 
22 575 $363 $ 	208,725 0.04620 $ 	9,643 
23 575 $363 $ 	208,725 0.04017 $ 	8,385 
24 575 $363 $ 	208,725 0.03493 $ 	7,292 
25 575 $363 $ 	208,725 0.03038 $ 	6,341 

PV of Net income $ 	916,107 

As detailed above, the lost economic opportunity is $916,107 

TOTAL COMPENSATION 

Below is a summary of the total compensation due to Aqua Texas for the expedited release of 
approximately 128.01 acres of land from Aqua Texas, Inc.'s water certificate of convenience and 
necessity (CCN) No. 13201 and sewer CCN No. 21059 in Denton County, Texas, as of June 13, 
2016: 

Factor 3 
	

$ 38,250 
Factor 7 
	

$ 31,589 
Factor 8 
	

+ $ 916,107 
Total Compensation 
	

$ 986,946 
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The appraisers have retained'all information regarding this appraisal in the file. Please contact me if l can 
be of further assistance in this matter. 

KOR GROUP 

Joshua M. Korman 
	

John Kostohryz 
State of Texas Certification #TX71330595-G 	State of Texas Certification #TX-1380151-G 
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JOSHUA M. KORMAN 

Experience: 

Education: 

Mr. Korman is a principal of 'KOR Group, a full service re'al esfate consulting and 
appraisal firfn based in Fort Worth, Texas. Mi. Korman has been appraising real 
property since11997 Mr. Korman's assignments have involVed piroperty types including, 
but not limited to, office buildings, retail centers, service stations, hospitals, educational 
facilities, apartment complexes, industrial facilities, raw and developed land, timberland, 
restaurants, mixed-use developments, automobile dealerships, mining operations, and 
master planned cornmunities. Mr. Korman has valued and consulted on properties in 
Alabama, Arkansas, Florida, Kansas, Louisiana, Mississippi, Nebraska, New Mexico, 
New York, North Carolina, Oklahoma, South Carolina, Tennessee, 'and Texas. 

Mr. Korman's assignments have included flooding impacts on master planned 
communities and Iesidential subdivisions, analysis of sales, cost and income for office 
buildings and retail centerš, estimates of value in tax increment financing districts, asset 
management, assistance in acquisitions/dišpositions of property, estate tax planning, 
contributions to farnily limited partnerships, market studies, analysis of environmental 
impacts, and condemnation. Specific assignments include reporting on the impact of 
existing and proposed railroad corridors and sidings on adjacent properties. He has 
had extensive experience in eminent domain cases ranging from public roadway 
expansions to pipeline easements. Assignments have also included consultation for 
both ad valorem and estate tax purposes. Mr. Korman has testified in eminent domain 
proceedings and before appraisal district review boards in ad valorem tax disputes. 
Other assignments include retrospective valuations of real estate assets held by 
financial institutions in relation to Winstar cases. Properties within these portfolios 
consisted of master planned communities, commercial developments, ground leases, 
and government secured multi-family residential developments. 

Mr. Korman attended preparatory school at Fori Worth Country Day before continuing at 
The University of Texas at Austin Business School. During college, Mr. Korman woi.ked 
for an independent oil and gas company as a gas account manager and assistant to the 
Chief Financiål Officer. Later Mr. Korman was employed as a legal aide for Texas State 
Representative Anna MoWery where he assisted with local and state policymaking. 
While with Representative Mowery, Mr. Korman worked with the Land and Resource 
Management Comthittee and the Appropriations Committee on budgeting issues. After 
graduation in 1996, Mr. Korman was employed as an appraiser and consultant with 
Lewis Realty Advisors. 

Texas State Certified General Real Estate Appraiser 
Certificate No. TX-1330595-0 
Practicing Affiliate of the Appr#sal Institute 

2007 Social Committee Chairinan (Houston Chapter) 
2008 Alternate Regional Representative (Houston Chapter) 

Forensic Expert Witness Association 
Greater Fort Worth Real Estate Council 
International Right of Way Association 
Institute of Real Estate Management 
International Council of Shopping Centers 
Tarrant County Bar Association 

University of Texas at Austin — 1996 
Bachelor of Business Adrninistration — Major in Finance 
Coursework accredited by the Appraisal Institute, The University of Texas, and the 
State of Texas 

Professional Licensed: 
Activities: 

Member: 
Member: 
Member: 
Member: 
Member: 
Member: 
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JOHN S. KOSTOHRYZ 

Experience: 	Mr. Kostohryz is a principal of KOR Group, a full service real estate consulting and 
appraisal firm. Mr. Kostohryz has provided real estate consulting and appraisal services 
since 2008. He has provided consultation for complex eminent domain assignments of 
numerous types of properties including, but not limited to, office buildings, retail centers, 
service stations, hospitals, educational facilities, apartment complexes, industrial 
facilities, raw and developed land, timberland, restaurants, quick-service restaurants, 
mixed-use developments, automobile dealerships, mining operations, and master 
planned communities. Mr. Kostohryz has valued and consulted on properties in Kansas, 
Oklahoma, and Texas. 
Mr. Kostohryz's assignments have included transmission line and pipeline impacts on 
master planned communities and residential subdivisions, asset management, 
assistance in acquisitions/dispositions of property, estate tax planning, market studies, 
analysis of environmental impacts, and condemnation. He has had extensive 
experience in eminent domain cases ranging from public roadway expansions to 
pipeline easements. Assignments have also included consultation for both ad valorem 
and estate tax purposes. Mr. Kostohryz has testified in eminent domain proceedings 
and before appraisal district review boards in ad valorem tax disputes. 
Mr. Kostohryz is a 2006 graduate from Texas Christian University in Fort Worth, Texas 
with a Bachelors of Business Administration with majors in Finance, Accounting, and 
Marketing. 
Prior to becoming a real estate appraiser and consultant, Mr. Kostohryz was a 
Consultant with Ryan, Inc. in Dallas, Texas where he consulted with transaction tax 
departments of Fortune 500 companies. 
Mr. Kostohryz is from Fort Worth, Texas and graduated from Trinity Valley School. 

Professional Licensed: 	Texas State Certified General Real Estate Appraiser 
Activities: 	 Certificate No. TX-1380151-G 

Various temporary out of state licenses 
Practicing Affiliate of the Appraisal Institute 

Member: 	Member of the International Right of Way, Chapter 36 
Member: 	Fort Worth Chamber of Commerce 
Member: 	Greater Fort Worth Real Estate Council 

Education: 	Texas Christian University, Fort Worth, Texas 2006 

Bachelor of Business Administration 
Majors: Finance, Accounting, and Marketing 

Relevant Coursework by the Appraisal Institute, accredited universities and others: 

Principles of Real Estate Appraisal 
Procedures of Real Estate Appraisal 
Uniform Standards of Professional Appraisal Practice 
General Income Approach Part I 
General Income Approach Part II 
General Appraiser Sales Comparison Approach 
General Appraiser Site Valuation and Cost Approach 
Statistics and Valuation Modeling 
General Appraiser Report Writing and Case Studies 
General Appraiser Market Analysis and Highest & Best Use 
Expert Witness for Commercial Appraisers 
Commercial Appraisal Review 
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CERTIFICATION OF THE APPRAISAL 
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WE CERTIFY THAT TO THE BEST OF OUR KNOWLEDGE AND BELIEF: 

1. The statements of fact contained in this report are true and correct. 

2. The reported analyses, opinions, and conclusions are limited only by the reported assumptions 
and limiting conditions and are our personal, impartial, and unbiased professional analyses, 
opinions, and conclusions. 

3. We have no present or prospective interest in the property that is the subject of this report and 
no personal interest with respect to the parties involved. 

4. We have performed no services, as an appraiser or in any other capacity, regarding the 
property that is subject of this report within the three-year period immediately preceding 
acceptance of this assignment. 

5. We have no bias with respect to the property that is the subject of this report or to the parties 
involved with this assignment. 

6. Our engagement in this assignment was not contingent upon developing or reporting 
predetermined results. 

7 	Our compensation for completing this assignment is not contingent upon the development or 
reporting of a predetermined value or direction in value that favors the cause of the client, the 
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a 
subsequent event directly related to the intended use of this appraisal. 

8. Our analyses, opinions, and conclusions were developed, and this report has been prepared, 
in conformity with the Uniform Standards of Professional Appraisal Practice. 

9. Joshua M. Korman and John Kostohryz made a personal inspection of the property that is the 
subject of this report. 

10. No one provided significant real property appraisal assistance to the persons signing this 
certification. 

11 	The reported analyses, opinions and conclusions were developed, and this report has been 
prepared, in conformity with the requirements of the Code of Professional Ethics and 
Standards of Professional Appraisal Practice of the Appraisal Institute. 

12. 	The use of this report is subject to the requirements of the Appraisal Institute relating to review 
by its duly authorized representatives. 

Joshua M. Korman 
	

John Kostohryz 
State of Texas Certification #TX-1330595-G 	State of Texas Certification #TX-1380151-G 
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1401 FOCH STREET I SUITE 150 I FORT WORTH, TEXAS 76107 

May 12, 2016 

Mr. Robert Laughman 
Aqua Texas, Inc. 
1106 Clayton Lane 
Austin, Texas 78723 

SUBJECT. 	DOCKET NO. 46329; PETITION OF CADG SUTTON FIELDS II, LLC TO AMEND AQUA 
TEXAS, INC.'S CERTIFICATES OF CONVENIENCE AND NECESITY IN DENTON 
COUNTY BY EXPEDITED RELEASE; PUBLIC UTILITY COMMISSION OF TEXAS 

Dear Mr. Laughman, 

At your request, we are pleased to provide appraisal services with regard to the above-described matter. 
This letter, when signed by you, shall constitute our agreement with regard to our engagement. 

This assignment will be developed and prepared in conformity with and subject to the requirements of the 
Appraisal Institute's Code of Professional Ethics, the Uniform Standards of Professional Appraisal Practice, 
the Public Utility Commission, and the State of Texas. Additionally, we have not performed any services 
related to the subject property prior to this assignment. 

Our fee for this assignment will be in the range of $8,000-$12,000 for an appraisal report, with all work after 
completion of the appraisal invoiced on an hourly rate basis. The appraisal is intended to be used by the 
client for the decertification of the subject property in the above-described matter. 

Work will be billed by the tenth of every month, with the full amount due 10 days after the invoice date. In 
addition to our fees, we are to be reimbursed for all direct expenses including, but not limited to, delivery 
services, legal documents, travel, mileage, exhibits, photographs, copying, etc. Prior to commencement of 
this engagement we require a $5,000 retainer, which will be applied to the final invoice. 

Our current hourly rates are as follows: 

Joshua M. Korman $ 	300.00 
John Kostohryz $ 	200.00 
Kenneth M. Link III $ 	175.00 
Associate Appraiser $ 	125.00 
Research Analyst $ 	75.00 

A KOR Group principal will make himself available to review each invoice with a designated client 
representative as to the necessity and reasonableness of the work performed. It is the responsibility of the 
client to review the invoices for work performed within 10 days upon receipt of each invoice. 
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Mr. Robert Laughman 
May 12, 2016 
Page 2 

The file and work product produced in regards to this assignment are the exclusive property of KOR Group 
and subject to peer review by State and Federal Agencies and by the Appraisal Institute. Additionally, we 
will make a copy 6f the file available to the client at their request or at the request of the court or the Public 
Utility Commission. 

It is understood thafour engagement and payment for the services rendered hereunder are not dependent 
or contingent upon any loan commitrnent, transaction, trial outcome, opinions rendered, or any funds 
received by you over and above the fee stated herein. 

This contract is cancelable on a 10-day written notice. Should either party cancel this contract, the 
outstanding balance for professional services shall be due within 30 days of such act. 

If the above agreement meets with Our approval, please execute this proposal and retign the original. We 
look forward to 'working with you on this project. 

Very Truly Yours, 

Joshua M. Korman 

AGREED: 
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CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER 
SERVICE PROVIDERS. 

Subchapter G. CERTIFICATES OF CONVENIENCE AND NECESSITY 

§24.113. Revocation or Amendment of Certificate. 

(a) 	A certificate or other order of the commission does not become a vested right and the commission at 
any time after notice and hearing may revoke or amend any certificate of public convenience and 
necessity (CCN) with the written consent of the certificate holder or if it finds that: 
(1) the certificate holder has never provided, is no longer providing service, is incapable of 

providing service, or has failed to provide continuous and adequate service in the area or part 
of the area covered by the certificate; 

(2) in an affected county, the cost of providing service by the certificate holder is so prohibitively 
expensive as to constitute denial of service, provided that, for commercial developments or 
for residential developments started after September 1, 1997. in an affected county, the fact 
that the cost of obtaining service from the currently certificated retail public utility makes the 
development economically unfeasible does not render such cost prohibitively expensive in 
the absence of other relevant factors; 

(3) the certificate holder has agreed in writing to allow another retail public utility to provide 
service within its service area, except for an interim period, without amending its certificate; 

(4) the certificate holder has failed to file a cease and desist action under TWC, §13.252 within 
180 days of the date that it became aware that another retail public utility was providing 
service within its service area, unless the certificate holder demonstrates good cause for its 
failure to file such action within the 180 days; or 

(5) in an area certificated to a municipality outside the municipality's extraterritorial jurisdiction, 
the municipality has not provided service to the area on or before the fifth anniversary of the 
date the CCN was granted for the area, except that an area that was transferred to a 
municipality on approval of the commission and in which the municipality has spent public 
funds may not be revoked or amended under this paragraph. 

(b) 	As an alternative to decertification under subsection (a) of this section, the owner of a tract of land that 
is at least 50 acres and that is not in a platted subdivision actually receiving water or sewer service 
may petition the commission under this subsection for expedited release of the area from a CCN so 
that the area may receive service from another retail public utility. The fact that a certificate holder is 
a borrower under a federal loan program is not a bar to a request under this subsection for the release 
of the petitioner's land and the receipt of services from an altemative provider. On the day the 
petitioner submits the petition to the commission, the petitioner shall send, via certified mail, a copy of 
the petition to the certificate holder, who may submit information to the commission to controvert 
information submitted by the petitioner. The petitioner must demonstrate that: 
(1) 

	

	a written request for service, other than a request for standard residential or commercial 
service, has been submitted to the certificate holder, identifying: 
(A) the area for which service is sought shown on a map with descriptions according to 

§24.105(a)(2)(A) 	(G) of this title (relating to Contents of Certificate of 
Convenience and Necessity Applications); 

(B) the time frame within which service is needed for current and projected service 
demands in the area; 

(C) the level and manner of service needed for current and projected service demands in 
the area; 

(D) the approximate cost for the alternative provider to provide the service at the same 
level and manner that is requested from the certificate holder; 

(E) the flow and pressure requirements and specific infrastructure needs, including line 
size and system capacity for the required level of fire protection requested; and 
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CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER 
SERVICE PROVIDERS. 

Subchapter G. CERTIFICATES OF CONVENIENCE AND NECESSITY 

(F) 	any additional information requested by the certificate holder that is reasonably 
related to determination of the capacity or cost for providing the service; 

(2) 

	

	the certificate holder has been allowed at least 90 calendar days to review and respond to the 
written request and the information it contains; 

(3) 	the certificate holder: 
(A) has refused to provide the service; 
(B) is not capable of providing the service on a continuous and adequate basis within the 

time frame, at the level, at the approximate cost that the alternative provider is 
capable of providing for a comparable level of service, or in the manner reasonably 
needed or requested by current and projected service demands in the area; or 

(C) conditions the provision of service on the payment of costs not properly allocable 
directly to the petitioner's service request, as determined by the commission; and 

(4) 

	

	the alternate retail public utility from which the petitioner will be requesting service possesses 
the financial,• managerial, and technical capability to provide continuous and adequate service 
within the time frame; at the level, at the cost, and in the manner reasonably needed or 
requested by current and projected service demands in the area. An alternate retail public 
utility is limited to: 
(A) an existing retail public utility; or 
(B) a district proposed to be created under Texas Constitution, Article 16, §59 or Article 

3, §52. If an area is decertificated under a petition filed in accordance with 
subsection (d) of this section in favor of such a proposed district, the commission 
may order that final decertification is conditioned upon the final and unappealable 
creation of the district and that prior to finafdecertification the duty of the certificate 
holder to provide continuous and adequate service is held in abeyance. 

(c) 	A landowner is not entitled to make the election described in subsection (b) or (r) of this section but is 
entitled to contest under subsection (a) of this section the involuntary certification of its property in a 
hearing held by the commission if the landowner's property is located: 
(1) within the boundaries of any municipality Or the extraterritorial jurisdiction of a municipality 

With a population of more than 500,000 and the municipality or retail public utility owned by 
the municipality is the holder of the certificate; or 

(2) in a platted subdivision actually receiving water or sewer service. 

(d) 	Within' 60 calendar days from the date the commission determines the petition filed under subsection 
(b) of this section to be administratively complete, the commission shall grant the petition unless the 
commission inakes an express finding that the petitioner failed to satisfy the element's required in 
subsection (b) of this section and supports its finding with separate findings and conclusions for each 
element based solely on the information provided by the petitioner and the certificate holder. The 
commission may grant or deny á petition subjeceto terms and conditions specifically related to the 
service request of the petitioner and all relevant information submitted by the petitioner and the 
certificate holder. In addition, the commission may require an award of compensation as.otherwise 
provided by this section. 

(e) 	Texas Government Cäde, Chapter 2001, does not apply to any petition filed under subsection (b) of 
this section. The decision of the commission on the petitión is final after any reconsideration 
authorized by applicable procedural rules and may not be appealed. 

(f) 	Upon written request from.the-certificate holder, the commission fnay cancel the certificate of a utility 
or water supply corporation authorized by rule to operate without a CCN under TWC, §13 .242(c). 
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CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER 
SERVICE PROVIDERS. 

Subchapter G. CERTIFICATES OF CONVENIENCE AND NECESSITY 

(g) If the certificate of any retail public utility is revoked or amended, the commission may require one or 
more retail public utilities to provide service in the area in question. The order of the commission 
shall not be effective to transfer property. 

(h) A retail public utility may not in any way render retail water or sewer service directly or indirectly to 
the public in an area that has been decertified under this section unless the retail public utility, or a 
petitioner under subsection (r) of this section, provides compensation for any property that the 
commission determines is rendered useless or valueless to the decertified retail public utility as a result 
of the decertification. 

(i) The determination of the monetary amount of compensation, if any, shall be determined at the time 
another retail public utility seeks to provide service in the previously decertified area and before 
service is actually provided but no later than the 90th calendar day after the date on which a retail 
public utility notifies the commission of its intent to provide service to the decertified area. 

(1) 	The monetary amount shall be determined by a qualified individual or firm serving as independent 
appraiser agreed upon by the decertified retail public utility and the retail public utility seeking to 
serve the area. The determination of compensation by the independent appraiser shall be binding on 
the commission. The costs of the independent appraiser shall be borne by the retail public utility 
seeking to serve the area. 
(1) If the retail public utilities cannot agree on an independent appraiser within ten calendar days 

after the date on which the retail public utility notifies the commission of its intent to provide 
service to the decertified area, each retail public utility shall engage its own appraiser at its 
own expense, and each appraisal shall be submitted to the commission within 60 calendar 
days after the date on which the retail public utility notified the commission of its intent to 
provide service to the decertified area. 

(2) After receiving the appraisals, the commission shall appoint a third appraiser who shall make 
a determination of the compensation within 30 days after the commission receives the 
appraisals. The determination may not be less than the lower appraisal or more than the 
higher appraisal. Each retail public utility shall pay one-half of the cost of the third 
appraisal. 

(k) 	For the purpose of implementing this section, the value of real property owned and utilized by the 
retail public utility for its facilities shall be determined according to the standards set forth in Texas 
Property Code, Chapter 21, governing actions in eminent domain and the value of personal property 
shall be determined according to the factors in this subsection. The factors ensuring that the 
compensation to a retail public utility is just and adequate shall include: the amount of the retail public 
utility's debt allocable for service to the area in question; the value of the service facilities of the retail 
public utility located within the area in question; the amount of any expenditures for planning, design, 
or construction of service facilities that are allocable to service to the area in question; the amount of 
the retail public utility's contractual obligations allocable to the area in question; any demonstrated 
impairment of service or increase of cost to consumers of the retail public utility remaining after the 
decertification; the impact on future revenues lost from existing customers; necessary and reasonable 
legal expenses and professional fees; and other relevant factors. 

(1) 	As a condition to decertification or single certification under TWC, §13.254 or §13.255, and on 
request by a retail public utility that has lost certificated service rights to another retail public utility, 
the commission may order: 
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CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER 
SERVICE PROVIDERS. 

Subchapter.  G. CERTIFICATES OF CONVENIENCt AND NECESSITY 

(1ÿ 	the retail public utility 'seeking to provide service to a decertified area to serve the entire 
service area of the retail public utility "that is being decertified; and 

(2) 	the transfer of the entire CCN of a partially decertified retail public utility to the retail public 
utility seeking to provide service to the decertified area. 

The commission shall order service to the entire area under subsection (1) of this section if the 
commission finds that the decertified retail public utility will be linable to provide continuous and 
adequate service at an affordable cost to the remainirig customers. 

(n) 	The commission shall require the retail pnblic utility seeking to provide service to the decertified area 
to provide continuous and adequate service to the remaining customers at a cost comparable to the 
cost of that service to its other customers and shall establish the terms under which the service must be 
provided. The'terms may include: 

transferring debt and other contract obligations; 
(2) transferring real and personal property; 
(3) establishing interim service rates for affected customers during specified times; and 
(4) other provisions necessary for the just and reasonable allocation of assets and liabilities. 

(o) 	The retail public utility seeking decertification shall not charge the affected customers any transfer fee 
or other fee to obtain service other than the retail public utility's usual and customary rates for monthly 
service or the interim rates set by the commission, if applicable. 

The commission shall mit order compensation to the decertificated retail public utility if service to the 
entire service area is ordered under this section. 

Within ten calendar days after receipt of notice that a decertification process has been initiated, a retail 
public utility with outstanding debt secured by one or more liens shall: 
(1) submit to the commission a written list with the names and addresses of the lienholders and 

the amount of debt; and 
(2) notify the lienholders of the decertification process and request that the lienholder provide 

information to the commission sufficient to establish the arnount of compensation necessary 
to avoid impairment of any debt allocable to the area in question. 

(r) As an alternative to decertification under subsection (a) of this section and expedited release under 
subsection (b) of this section, the owner of a tract of land that is at least 25 acres and that is not 
receiving water or sewer service may petition for expedited release Of the area from a CCN and is 
entitled to that release if the lnndowner's property is located in Atascosa, Bandera, Bastrop, Bexar, 
Blanco, Brazoria, Burnet, Caldwell, Chambers, Collin, Comal, Dallas, Denton, Ellis, Fort Bend, 
Galveston, Guadalupe, Harris, Hays, Johnson, Kaufman, Kendall, Liberty, Montgomery, Parker, 
Rockwall, Smith, Tarrant, Travis, Waller, Williamson, Wilson, or Wise County. 

(s) On the same day the petitioner submits the petition to the commission, the petitioner shall send, via 
certified mail, a copy of the petition to the CCN holder. The CCN holder may submit a response to 
the commission. The commission shall grant a petition received under subsection (r) of this section 
not later than the 60th calendar day after the date the landowner files the petition. The commission 
may not deny a petition received under subsection (r) of this section based on the fact that a certificate 
holder is a borrower under a federal loan program. The commission may require an award of 
compensation by the petitioner to a decertified retail public utility that is the subject of a petition filed 
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CHAPTER 24. SUBSTANTIVE RULES APPLICABLE TO WATER AND SEWER 
SERVICE PROVIDERS. 

Subchapter G. CERTIFICATES OF CONVENIENCE AND NECESSITY 

under subsection (r) of this section as otherwise provided by this section. An award of compensation 
is governed by subsections (h) (k) of this section. 

(t) If a certificate holder has never made service available through planning, design, construction of 
facilities, or contractual obligations to serve the area a petitioner seeks to have released under 
subsection (b) of this section, the commission is not required to find that the proposed alternative 
provider is capable of providing better service than the certificate holder, but only that the proposed 
alternative provider is capable of providing the requested service. 

(u) Subsection (t) of this section does not apply in Cameron, Fannin, Grayson, Guadalupe, Hidalgo, 
Willacy, or Wilson Counties. 

(v) A certificate holder that has land removed from its certificated service area in accordance with this 
section may not be required, after the land is removed, to provide service to the removed land for any 
reRson, including the violation of law or commission rules by a water or sewer system of another 
person. 
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Sec 13 254, REVOCATION OR AMENbMENT OF CERTIFICATE 	(a) The 

utility commission at any time after notice and, hearing May 

revoke or amend any certificate of public convenience and 

necessity with the wi.. itten consent of the certificate holder,or 

if the utility commission finds that 

(1) the certificate holder has never provided, is no 

longer providing is incapable of providing or has failed to 

provide continuous and adequate service in the area or part of 

the area covered by the certificate 

(2) in ati. affected county as defined in Section 

16 341 :the cost of providing service by the certificate holder 

is so prohibitively expensive as to-constitute denial of 

service provided that for commercial developments or for 

reidential developmenes started after September 1 190 in an 

affected county as definea in Sedtion 16 .341 the fact that the 

cost of obtaining service from the currently certificated retail 

public utility makes the development economically unfeasible 

does not render- such cost prohibitively expensive in the absence 

of other relevant factors 

(3) the 'certificate holder has agreed in writing to 

allow another retail public utility to provide service within 

its ser:vice area except for an interim pei.iod, without amending 

its certificate or 

(4) the certificate holder has failed to file a cease 

and desist action pursuant to Section 13 252 within 180 days of 

the date that it became aware that another-retail public utility 

was providing service within its serVice area unlesš the 

certificate holder demonstrates' good catise for its failure to 

file such action within t.he 180 days 

(a-1) As an alternative to decertification under' 

Subsection (a) the owner of a trzact Of land that is at least 50 

acres and that is nOt in a platted 'subdivisidn actually 

receiving watei or sewer service 'Tray petition the utility 

commission under this subsection for expedited release of the 

area froth a certificate of public convenience and necessity so 
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that the area may receive service from another retail public 

utility The fact that a certificate holder is a borrower under 

a federal loan program is not 'a bar to a request under this 

subsection for the release of the petitioner s land and the 

receipt of services from an alternative provider On the day 

the petitioner submits the petition to the utility commission 

the petitioner shall send, via certified mail a copy of the 

petition to the certificate holder who may submit information 

to the utility commission to controvert information submitted by 

the petitioner The petitioner must demonstrate that 

(1) a written request for service other than a 

request for standard residential or commercial service has been 

submitted to the certificate holder identifying 

(A) the area for which service is sought 

(B) the timeframe within which service is needed 

for current and projected service demands in the area 

(C) the level and manner of service needed for 

current and projected service demands in the area 

(D) the approximate cost for the alternative 

provider to provide the service at the same level and manner 

that is requested from the certificate holder 

(E) the flow and pressure requirements and 

specific infrastructure needs including line size and system 

capacity for the required level of fire protection requested, 

and 

(F) any additional information requested by the 

certificate holder that is reasonably related to determination 

of the capacity or cost for providing the service 

(2) the certificate holder has been allowed at least 

90 calendar days to review and respond to the written request 

and the information it contains 

(3) the certificate holder 

(A) has refused to provide the service 

(B) is not capable of providing the service on a 

continuous and adequate basis within the timeframe at the 

level at the approximate cost that the alternative provider is 
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capable of providing for a comparable level of service or in 

the manner reasonably needed or requested by current and 

projected service demands in the area or 

(C) conditions the provision of service on the 

payment of costs not properly allocable directly to the 

petitioner s service request as determined by the utility 

commission and 

(4) the alternate retail public utility from which 

the petitioner will be requesting service possesses the 

financial inanagerial and technical capability to provide 

continuous and adeqdate service within the timeframe at the 

level at the cost and in the manner reasonably needed or 

requested by current and projected service demands in the afrea 

(a22) A landowner is not entitled to make the electicin 

described in Subsection (a-1) or (a-5) but is entitled to 

contest under Subsection (a) the involuntary certification of 

its property in a hearing held by the utility commission if the 

landowner s property is located 

(1) within the boundaries of any municipality or the 

extraterritorial jurisdiction of a municipality with a 

population of more than 500 000 and the municipality or retail 

public utility owned by the municipality is the holder of the 

certificate or 

(2) in a Platted subdivision actually receiving water 

or sewer service 

(a-3) Within 60 calendar days from the date the utility 

commission determines the petition filed pursuant to Subsection 

(a-1) to be administratively complete the utility commission 

shall grant the petition unless the utility commission makes an 

express finding that the petitioner failed to satisfy the 

elements required in Subsection (a-1) and supports its finding 

with separate findings and conclusions for each element based 

solely on the information provided by the petitioner and the 

certificate holder The utility commission may grant or deny a 

petition subject to terms and conditions specifically related to 

the service request of the petitioner and all relevant 
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information submitted by the petitioner and the certificate 

holder In addition the utility commission may require an 

award of compensation as otherwise provided by this section 

(a-4) Chapter 2001 Government Code does not apply to any 

petition filed under Subsection (a-1) 	The decision of the 

utility commission on the petition is final after any 

reconsideration authorized by the utility commission s rules and 

may not be appealed 

(a-5) As an alternative to decertification under 

Subsection (a) and expedited release under Subsection (a-1) the 

owner of a tract of land that is at least 25 acres and that is 

not receiving water or sewer service may petition for expedited 

release of the area from a certificate of public convenience and 

necessity and is entitled to that release if the landowner s 

property is located in a county with a population of at least 

one million, a county adjacent to a county with a population of 

at least one million, or a county with a population of more than 

200 000 and less than 220 000 that does not contain a public or 

private university that had a total enrollment in the most 

recent fall semester of 40 000 or more and not in a county that 

has a population of more than 45 500 and less than 47 500 

(a-6) The utility commission shall grant a petition 

received under Subsection (a-5) not later than the 60th day 

after the date the landowner files the petition The utility 

commission may not deny a petition received under Subsection (a-

5) based on the fact that a certificate holder is a borrower 

under a federal loan program The utility commission may 

require an award of compensation by the petitioner to a 

decertified retail public utility that is the subject of a 

petition filed under Subsection (a-5) as otherwise provided by 

this section 

(a-7) The utility shall include with the statement of 

intent provided to each landowner or ratepayer a notice of 

(1) a proceeding under this section related to 

certification or decertification 
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(2) the reason or reasons for the' proposed rate 

change and 

(3) any bill Payment assistance program available to 

low-income ratepayers 

(a-8) If a certificate holder has never made service 

available through planning design, construction of facilities 

or contractual obligations to serve the area a petitioner seeks 

to have released under Subsection (a-1) the utility cothmission 

is not required to find that the proposed alternative provider 

is capable of providing better service than thè certificate 

holder but only that the proposed alternative provider is 

capable of providing the requested service 

(a-9) Subsection (a-8) does not apPly to a county that 

borders the United Mexican States and the Gulf of Mexico or a 

county adjacent to a county that borders the United Mexican 

States and the Gulf of Mdxico 

(a-10) Subsection (a-8) does not apply to a county 

(1) with a population of more than 30 000 and 

than 35 000 that borders the Red River or 

(2) with a population of more thah 100 000 and lesd 

than 200 000 that borders a county described by Subdivision (1) 

(a-11) Subsection (a-8) does not apply to a county' 

(1) with a population of 130 000 or more that is 

adjacent tc:) a county with a population of 1 5 million or more 

that is within 200 miles of an international border or 

(2) with a population of more than 40 000 and less 

than 50 000 that contains a portion of the San Antonio River 

(b) Upon written request from the certificate holder the 

utility commission may cancel the *certificate of'a utility or 

water supply corporation authorized by rule to operate without a 

certificate of public convenience and necessity under Section 

13 242(c) 

(c) If the certificate of any retail public utility is 

revoked or amended, the utility commission may require one or 

more retail public utilities with their consent to provide 
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service in the area in question The order of the utility 

commission shall not be effective to transfer property 

(d) A retail public utility may not in any way render 

retail water or sewer service directly or indirectly to the 

public in an area that has been decertified under this section 

without providing compensation for any property that the utility 

commission determines is rendered useless or valueless to the 

decertified retail public utility as a result of the 

decertification 

(e) The determination of the monetary amount of 

compensation, if any shall be determined at the time another 

retail public utility seeks to provide service in the previously 

decertified area and before service is actually provided The 

utility commission shall ensure that the monetary amount of 

compensation is determined not later than the 90th calendar day 

after the date on which a retail public utility notifies the 

utility commission of its intent to provide service to the 

decertified area 

(f) The monetary amount shall be determined by a qualified 

individual or firm serving as independent appraiser agreed upon 

by the decertified retail public utility and the retail public 

utility seeking to serve the area The determination of 

compensation by the independent appraiser shall be binding on 

the utility commission The costs of the independent appraiser 

shall be borne by the retail public utility seeking to serve the 

area 

(g) For the purpose of implementing this section, the 

value of real property owned and utilized by the retail public 

utility for its facilities shall be determined according to the 

standards set forth in Chapter 21 Property Code governing 

actions in eminent domain and the value of personal property 

shall be determined according to the factors in this subsection 

The factors ensuring that the compensation to a retail public 

utility is just and adequate shall include the amount of the 

retail public utility s debt allocable for service to the area 

in question the value of the service facilities of the retail 
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public utility located within the area in question the amount 

of any expenditures for plahnihg design, or construction of 

service facilities that are allocable to serVice to the area in 

question the amount of the retail public utility s contractual 

obligations allocable to the area in question any demonstrated 

impairment of service or increase of cost to consumers of the 

retail public utility remaining after the decertification the 

imiDact on future revenues lost from existing customers 

necessary and reasonable legal expenses and professional fees 

and other relevant factors The utility commission shall adopt 

rules governing the evaluation of these factors 

(g-1) If the retail public utilities cannot agree on an 

independent appraiser within 10 calendar days *after the date on 

which the retail public utility notifies the utility commission 

of its intent to provide service to the decertified area each 

retail public utility shall engage its own appraiser at its own 

expense and each appraisal shallipe submitted to the utility 

commission within 60 calendar days After receiving the 

appraisals the utility commission shall appoint a third 

appraiser who shall make a determination of the compensation 

within 30 days The determination may not be less than the 

lower appraisal or more than the higher appraisal Each retail 

public utility shall pay half the cost.of the third appraisal 

(h) A certificate hoider that has land removed from its 

certifica'ted service area in accordance with this section may 

not be required, after the land is removed, to provide service 

to the removed land for ahy reason, including the violation of 

law or utility commission or commission rules by a water or 

sewer system of another person 

Added by Acts 1985 69th Leg ch. 795 Sec 3 005 eff Sept 

1 1985 	Amended by Acts 1987 70th Leg 	ch. 539 Sec 20 

eff Sept 1 1987 	Acts 1989 71st Leg 	ch. 567 Sec 31 

eff Sept„ 1 1989 	Acts 1993 73rd Leg 	ch. 652 Sec 4 eff 

Aug 30 1993 	Acts 1997 75th Leg 	ch, 	1010 Sec 6 10 eff 

Sept 1 1997 
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Amended by 

Acts 2005 79th Leg 

September 1 2005 

Acts 2005 

eff September 1 

Acts 2011 

eff September 1 

Acts 2013 83rd Leg 

eff September 1 2013 

Acts 2013 83rd Leg 

eff September 1 2013  

Ch 1145 (H B 2876) Sec 9 eff 

R S 	Ch 170 (H B 1600) Sec 2 55 

R S 	Ch 171 (S B 5 6 7 ) Sec 55 

79th Leg 	Ch. 1145 (H B 2876) Sec 13(1) 

2005 

82nd Leg 	R. S 	Ch. 1325 (S B 573) Sec 4 

2011 
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BARRETT 
& ASSOCIATES, PLI.0 

3300 Bee Cave Road Suite 650 #189 
Austin, Texas 78746 

Phone: 512.600.3800 Fax:512.600.3899 
November 5, 2015 

Chief Clerk 
Public Utility Commission 
William B. Travis Building 
1701 N. Congress, 7th  Floor 
Austin, Texas 78701 

Re: Petition of CADG Sutton Fields II, LLC to decertificate from Aqua Texas, Inc. Sewer CCN 
No. 21059, Water CCN No. 13201. Denton County. Texas 

Dear Sir or Madame: 

This firm represents the CADG Sutton Fields II, LLC a landowner in Denton County. 
Texas. On behalf of CADG Sutton Fields II, LLC we are petitioning the Public Utility 
Commission (PUC) for decertification of the above referenced property from Aqua Texas, Inc.'s 
(Aqua) water Certificate of Convenience 'and Necessity (CCN) No. 13201 and Sewer CCN 
21059. We are submitting this Petition pursuant to Section 13.254(a-5), Water Code and PUC 
rules Section 24.113(r). 

CADG Sutton Fields II, LLC owns approximately 128 acres that are currently certificated 
to Mustang. As described in the attached affidavit from Mehrdad Moayedi, the property is not 
receiving water or sewer service. The property's location is provided . as attachments to Mr. 
Moayedi's affidavit, including deeds. Further, the attached compact disc contains 'shape files' 

As required by Chapter 24.113(s), we are copying Aqua with this petition and 
attachments by Certified Mail Return Receipt Requested. 

Please do not hesitate to contact me at 512-600-3800 or 512-217-4956 with any 
questions. 

Very truly yours, 

\ /4401/Jr  
Andrew . 

1  
arrett 

Cc: Aqua Texas, Inc. 
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AFFIDAVIT OF MEHRDAD MOAYEDI 

STATE OF TEXAS 
§ 	KNOW ALL MEN BY THESE PRESENTS: 

COUNTY OF DALLAS § 

BEFORE ME, the undersigned authority, personally appeared Mehrdad Moayedi, who, 

being by me duly sworn, deposed as follows: 

'My name is Mehrdad Moayedi, I am of sound mind, capable of making this affidavit, 

and I ain personally familiar with the facts stated herein." 

'I am Manager of 2M Ventures LLC and signing on behalf of CADG Sutton Fields 11, 

LLC, owner of approximately 128 acres in Denton County. All of this property is located within 

the Water Certificate of Convenience and Necessity No. 13201 and Sewer CCN No. 21059, each 

held by Aqua Texas, Inc. This property is more properly shown on rnaps on Attachment A. 

have been involved with real estate development and transactions in Texas for 

approximately 25 years. 

7he above-referenced real property does not have any water or sewer connections or 

meters located thereon. 

'We have not requested any water or sewer service from Aqua Texas, Inc. we have not 

paid any service reservation or standby fees, nor do we have any agreements with Aqua Texas, 

Inc. to provide service to the above-referenced real property. 

7he above-referenced real property does not receive any water or sewer service from 

Aqua Texas, Inc. 

7his affidavit is in support of de-certifying Mustang Special Utility District's water and 

sewer certificates of convenience and necessity pursuant to Section 13.254(a-5), Water Code and 
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Rules of the Commission Section 24.113(r). 

SIGNED on this 

 

day of November 2015. 

  

CADG Sutton Fields II, LLC, 
a Texas limited liability company 

By: 	CADG Holdings, LLC, 
a Texas limited liability company 
Its Sole Managing Member 

By: 	MMM Ventures, LLC, 
a Texas limited liability company 
Its Manager 

By: 	2M Ventures, LLC, 
a Delaware lirnited liability cornpany 
Its Manager 

By: 
	

1  
Name: Mehrdad Moayedi 
Its: Manager 

STATE OF TEXAS 

COUNTY OF DALLAS 

This instrument was acknowledged before me on the 	day of November 2015 by 
Mehrdad Moayedi, Manager of 2M Ventures, LLC, as Manager of MMM Ventures, LLC, as 
Manager of CADG Holdings, LLC, as Sole Managing Mernber of CADG Sutton Fields II, LLC, 
a Texas limited liability company on behalf of said company. 

ACKNOWLEDG , SUBSCRIBED, AND SWORN TO before me, the undersigned 
notary public, on this LJ  day of November 2015, to certify which witness my hand and 
official seal. 

 

NotaAy 	ic, Statè of Texals'  

 

wAr 
•y  

July 14, 2016 

-15 
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*Irk* Electronically Filed Document 

Denton County 
Jull Luke 

County Clerk 

Document Number 2016-128866 
Recorded As 	ERX-CORRECTION DOCUM 

Recorded On: 	November 06, 2015 
Recorded At: 	08:20:35 am 
Number of Pages; 	21 

Recording Fee: 	$106.00 

Parties: 
Direct- DENTON COUNTY 128 DEVELOPMEN 

Indirect- 

Receipt Number 	1357113 
Processed By 	Terri Bair 

"""***** THIS PAGE IS PART OF THE INSTRUMENT  
Any provision herein which restricts the Sale, Rental or use of the described REAL PROPERTY 

because of color or race is invalid and unenforceable under federal law. 

,..— _TATE Of TEXAS) 
COUNTY OF DENTON) 

I hereby I tally laolthh initinsfatii as FILED ia the Filo linaltocsaquoaca oath* &Weiss 
pada" . on, land iris tidy RECORDED IN she Official E. 	of reale —aunty, Tacos. 

Jull Luke 
Canch, Clark 
Dein. Comity, Tara. 
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VLadit-- 

NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU 
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS 
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR 
SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER, 

THIS CORRECTION SPECIAL WARRANTY DEED WITH VENDOR'S LIEN 
("CORRECTION DEED") IS BEING FILED IN CORRECTION OF, BUT NOT IN LIEU 
OF THAT CERTAIN SPECIAL WARRANTY DEED WITH VENDOR'S LIEN (THE 
`‘ORIGINAL DEED% DATED NOVEMBER 3, 2015, RECORDED ON NOVEMBER 4, 2015 
AT 867123 AM, AS DOCUMENT NO. 2015-127939, OFFICIAL PUBLIC RECORDS, DENTON 
COUNTY, TEXAS FOR THE PURPOSE OF CORRECTING THE LEGAL  DESCRIPTION 
THEREIN; IN ALL OTHER RESPECTS THIS CORRECTION DEED CONFIRMS THE 
PRIOR DEED. 

CORRECTION SPECIAL WARRANTY DEED WITH VENDOR'S LIEN 

STATE OF TEXAS 
§ 	KNOW .ALL MEN BY MESE PRESENTS: 

couNry OF DENTON 

THAT Denton County 128 Development LLC, a Tex.as limited liability, company 
(hereinafter called "Grantor"), whether one or more, for and in consideration of the sum of TEN 
DOLLARS ($10.00) and other valuable considdation to the undersigned In hand paid by CADG 
Sutton Fields II, LLC, a Texas limited liability company (herein referred to as 41Grantee), the 
receipt and sufficiency of which are hereby, acknowledged, for the further consideration of the 
execution and delivery by Grantee to TREZ CAPITAL (2014) CORPORATION, a British 
Columbhi corporation ("Lender") of that certain promissory note of even date herewith in the 
original principal amount of FIVE MILLION ONE HUNDRED THOUSAND AND NO/100 
DOLLARS ($5, 100,000.00), payable as therein provided (the' "Lender Note"), the payment of the 
Lender Note being secured by a Vendor's Lien (the ''Lender's Vendor Lien") herein retained and 
being additional secured by a Deed of Trust (With Security Agreement), of even date therewith 
executed by Grantor for the benefit of Lender and kw the further consideration of the execution 
and delivery by Grantee to Grantor of that certain promissory note of even date herewith in the 
original principal amount of FOUR MILLION FIVE HUNDRED THOUSAND AND NO/100 
DOLLARS ($4,500,000.00), payable as therein provided (the "Granter Note), the payment of the 
Grantor Note being secured by a Vendor's Lien herein retained (the "Grantoes Vendor Lien"), and 
being additionally secured by a Deed of Trust of even date hereWith to David M. Tatum, Trustee 
on behalf of Grantor, reference to which is hereby made for all purposes, has GRANTED, SOLD 
AND CONVEYED, and by these presents does GRANT, SELL AND CONVEY unto ("Grantee), 
whose address Is 1800 Valley View Ln, Suite 300, Farmers Branch, Texas 75234, the real property 
described on Exhibit "A" attached hereto and incorporated herein by reference together with all of 
Grantor's right, title and interest in and to all buildings, personal property and fixtures located 

Collection Special Wananty Deed with Vendor'a Lien 	 Page 
Sutton Fields II — 127.930 acres 
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thereon, all rights and easements appurtenant thereto, all permits, authorizations, governmental 
entitlements and approvals in connection therewith, all roads, streets, alleys and rights of way 
adjacent thereto, and all rights and appurtenances thereto including any strips and gores adjacent 
to or lying between the property and any adjacent real property in anywise belonging to Grantor 
(the "Property). 

This conveyance is made and accepted subject to the following (the "Permitted 
Exceptions"): (a) the matters affecting title to the Property which are described on Exhibit "B" 
attached hereto; and (b) any zoning ordinances, requirements. proffers and/or conditions required 
of or imposed upon Grantor, Grantee or the Property by any governmental authority in connection 
with the entitlement, platting, processing, and development of the Property. Granter assumes and 
agrees to perform each of the terms, provisions, obligations and requirements of the Permitted 
Exceptions with respect to the period beginning on and following the date hereof. 

TO HAVE AND TO HOLD the Property, together with all and singular the rights and 
appurtenances thereto in anywise belonging, unto the Grantee and Grantees successors and assigns 
forever, subject to the matters set forth herein; and Grantor does hereby bind itself, its successors 
and assigns to WARRANT AND FOREVER DEFEND all and singular the Property unto the 
Grantee, Granteee successors and assigns against every person whomsoever claiming or to claim 
the sante or any part thereof, by, through or under Granter, but not otherwise, subject to the 
Permitted Exceptions. 

Ad valoreni taxe.s applicable to the Property have been paid up to, and including the year 
2015. Ad valorem taxes applicable to the Property for the year 2015 have been prorated between 
the Grantor and the Grantee as of the date of this Speeial Warranty Deed and payment thereof is 
assumed by Grantee. 

But it is expressly agreed and stipulated that: (a) the Lenders Vendor Lien and Superior 
Title are retained against the Property by Grantor, its successors and assigns, until the Lender Note 
and all interest thereon are fully paid according to the face, tenor, effect and reading thereof, when 
this Deed shall become absolute as to the Lenders Vendor Lien and Superior Title so retained, the 
said Lender's Vendor Lien and Superior Title herein retained are hereby transferred, assigned, sokl 
and conveyed to Lender, its successors and assigns, the payee named in the Lender Note, without 
recourse on or warranty by Grantor; (b) the Grantors Vendor Lien and Superior Title are retained 
against the Property by Granter, its successors and assigns until the Grantor Note and all interest 
thereon are fully paid according to the face, tenor, effect and reading thereof. when this Deed shall 
become absolute as to the Grantor's Vendor Lien and Superior Title so retained; and (c) the 
Grantors Vendor Lien and Superior Title retained for the benefit of Grantor pursuant to the 
provisions hereof have been subordinated to tho Lenders Vendor Lien and Superior Title retained 
for the benefit of Lender pursuant to that certain Tri-Party Agreement of even date herewith 
between Lender, Grantor and Grantee. 

THE AFFIDAVIT OF CORRECTION INSTRUMENT IS ATTACHED HERETO AS 
EXHIBIT 'V'. 

[SIGNATURES APPEAR ON THE FOLLOWING PAGE] 
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EXECUTED on November 5, 2015 and EFFECTIVE is of November 3, 2015, 

GRANTOR: 

DENTON COUNTY 128 D 	• PMENT LLC, 
Texas lifrli i1i ty co 

By: 
Name: James 
Its: 	Mem 

STATE OF TEXAS 

COUNTY OF DALLAS 

This instrument was acknowledge 
Member of Denton County 128 Deve 
comPany. 

before me on the  6  day of May 2015 by James L Mal:Tay, 
nt LLC, a Texas limited Bab "ty company on be lf of said 

A Ì. At 	I 

 

Notary Public, te o Tex 
KIM NUEIMACHIR 

Noloty Publlo. Mote of Texas 
*Commission Exotes 

May 27, 2019 
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EXHIBIT 'AL 
Lewd Description 

LEGAL DESCRIPTION 
127.930 ACRES 

BEING that certain tract of land situated in the Thomas H. McIntyre Survey, Abstract No. 903, in 
Denton County, Texas, and being all of that certain tract of land described in deed to Denton 
County 128 Development LLC recorded in Document No. 2013-135475, of the Real Property 
Records of Denton County, Texas (RPRDCT), and being more particularly described as follows; 

COMMENCING at a 1/2 inch iron rod found at the huersection of the east right-of-way line of 
Farm to Market (FM) Road No. 1385 (variable width R.O.W.), and the approximate center of 
Crutchfield Road (undedicated public road), said iron rod also being the northwest comer of that 
certain tract of land described in deed to Tarsan Corporation recorded in Document No. 2002-
108524, RPRDCT; 

THENCE North 89°43.38 East, conth3uing with the east right-of-way line of FM No. 1385, a 
distance of 2.88 feet to the POINT OF BEGINNING of herein described tract, a 1/2 inch iron rod 
found for corner, said iron rod being the southwest comer of said Denton County 128 Development 
LLC tract; 

THENCE North 01°4IT2 ' East, continuing with the east right-of-way line of FM No. 1385, a 
distance of 606.22 feet to a 1/2 inch iron rod found for corner; 

THENCE North 00°4815" East, continuing with the east right-of-way line of FM No. 1385, a 
distance of 797.75 feet to a 1/2 inch iron rod found for corner at the most westerly northwest corner 
of said Denton County 128 Development LLC tract, and the southwest corner of that certain tract 
of land described in deed to Munish Gupta and Anusha Gupta recorded in Document No. 2013-
84112, RPRDCT; 

THENCE North 89°3357" East, leaving the east right-of-way line of FM No. 1385, and with the 
north line of said Denton County 128 Development LLC tract, and the south line of said Gupta 
tract, a distance of 1280.98 feet to a 1/2 inch iron rod found for corner, 

THENCE North 00°2149 West, with a west line of said Denton County 128 Development LLC 
tract, the east line of said Gupta tract, and the cast line of that certain tract of land described in 
deed to Dena C. Riley recorded in Document No. 00-R0050894, RPRDCT, a distance of 547.19 
feet to a 5/8 inch capped iron rod (`J-E #3700) found for comer at the southeast corner of that 
certain tract of land described in deed to Jeff Hamner recorded In Volume 2156, Page 762, 
RPRDCF; 

THENCE North 00°25,32 West, with a west line of said Denton County 128 Development LLC 
tract, and an east line of said Jeff Hamner tract, a distance of 553.05 feet to a 1/2 inoh iron rod 
found for corner at the northeast corner of said Jeff Hammer tract, and the southeast corner of that 
certain tract of land described in deed to 28 & 12 Arm on Preston Road, Ltd, recorded in Instrument 
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No. 2004-137416, RPRDCT; 

THENCE North 00°0229" East; with a west line of said Denton County 128 Development LLC 
tract, and the east line of said 28 & 12 Ann on Preston Road, Ltd. tract, a distance of 73.81 radio 
a 1/2  inch iron rod found for corner at the most northerly northwest comer of said Denton CountY 
128 Development LLC tract, and the most southerly southwest corner of that certain tract of land 
described in deed to Blue Angus Ranch, LP, recorded in Instrument No. 2007-107216, RPRDCT; 

THENCE South 89046158 1  East, with the most northerly mirth line of said Denton County 128 
Development LLC tract, and the most southerly south line of said Blue Angus Ranch, LP tract, a 
distance of 959.75 feet to a 3/8 inch iron rod found for comer at the most southerly southeasterly 
comer of said Blue Angus Ranch, LP tract, and a southwest comer of that certain tract of land 
described in deed to Fashand Farm, Ltd. recorded In Document No. 2004-135532, RPRDCT; 

THENCE South 89°4730" East, continuing with the most northerly north line of said Denton 
County 128 Development LLC tract, and with a south line of said Fashand Farm, Ltd. tract, a 
distance of 395.36 feet to a 1/2 inch iron rod found for corner; 

THENCE South 02°55.32 West, with an east line of said Denton County 128 Development LLC 
tract, and a west line of said Fasband Farm, Ltd. tract, a distance of 454.72 feet to a 1/2 inch iron 
rod found for corner; 

THENCE North 89°2735 East, with a north line of said Denton County 128 Development LLC 
tract, and a south line of said Fashand Farm, Ltd. tract, a distance of 156.79 feet to 1/2 inch iron 
rod found for corner at a northeast corner of said Denton County 128 Development LLC tract, and 
the northwest corner of that certain tract of land described in deed to Fashand Farm, Ltd. recorded 
in Document No. 2005-21653, RPRDCT; 

THENCE SOuth 00°0907" East, with the most easterly east line of said Denton County 128 
Development LLC tract, the west line of said Fashand Farm, Ltd. tract recorded in Document No. 
2005-21653, RPRDCT, and the west line of that certain tract of land described in deed to Jan M. 
Paliwoda and Margaret Paliwoda recorded in Volume 4364, Page 1631, RPRDCT, a distance of 
2035.13 feet to a 1/2 inch capped iron rod (#6005) found for corner at the northeast corner of that 
certain tract of land described in deed to SBA:rowers IV, LLC recorded in Document No, 2013. 
94302, RPRDCf; 

THENCE South 89°09'16" West, with the north line of said SBA Towers IV, LLC tract, a distance 
of 50.18 feet to a 1/2 inch capped iron rod (#6005) found for corner, 

THENCE South 00°5744' East, with the west line of said SBA Towers IV, LLC tract, a distance 
of 50.16 feet to a 1/2 inch capped iron rod (I/6005) found for corner, 

THENCE North 89°0728' East, with the south line of said SBA Towers IV, LLC tract, a distance • 
of 49.90 feet to a 1/2 inch iron rod found for corner on said most easterly east line of said Denton 
County 128 Development LLC tract, and the west line of said Jan M. Paliwoda and Margaret 
Pal iwoda tract; 

Cc tection Special Warranty Deed with Vendaes Lie 	 Page 5 
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THENCE South 00°5446" East, with said most easterly east line of said Denton County 128 
Development LLC tract, and the west line of the Jan M. Paliwoda and Margaret Paliwoda tract, a 
distance of 31.06 feet to a 1/2 inch iron rod found for corner on said approximate center of 
Crutchfield Road, and being the southeast corner of said Denton County 128 Development LLC 
tract; 

THENCE South 89°4338 West, with said approximate center of Crutchfield Road, the north line 
of that certain tract of land described in deed to Mike A. Myers Investment Holdings, L.P. tract 
recorded in Document No. 2005-33384, RPRDCT, and the north line of said Tarsan tract, a 
distance of 2797.59 feet to the POINT OF BEGINNING of herein described tract of land 
containing an area of 127.930 acres of land. 
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EXHIBIT ''13' 

Perinitted Encumbrances  

1. Restrictive Covenants recorded in Volume 2537, Page 773, of the Real Propeity Records 
of Denton County, Texas. 

2. All leases. grants, exceptions or reservations of coal, lignite, oil, gas and other minerals, 
together with all rights, privileges, and immunities relating thereto, appearing in the Public 
Records. 

3. Rights of farm tenant in possession. 

4. Easement executed by Bankers Life Insurance Company to Denton County Electric 
Cooperative, Inc., dated June 21, 1938, filed September 5, 1953, recorded in Volume 402, 
Page 154, of the Deed Records of Denton County, Texas, as affected by Agreement 
Defining Area Embraced Within Easement, dated August 26, 2013, filed August 30, 2013, 
recorded under Instrument No. 2013-109502, of the Real Property Records of Denton 
County. Texas, as shown on survey dated October 27, 2015, revised October 28, 2015, 
prepared by Jimmie D. Nichols, R.P.L.S. No. 5184. 

5. Easement executed by High Point Farms, J.V to H2M Water Systems, Enc., dated May 5, 
1989, filed May 11, 1989, recorded In Volume 2576, Page 303, of the Real Property 
Records of Denton County, Texas, as shown on survey dated October 27, 2015, revised 
October 28, 2015, prepared by Jimmie D. Nichols, R.P.L.S. No. 5184. 

6. .Terms, conditions and stipulations contained in Sanitary Control EaseMent executed by 
Alpha Properties, dated February 21, 1989, filed February 28, 1989, recorded in Volume 
2537, Page 773, of the Real Property Records of Denton County, Texas, as shown on 
survey dated October 27, 2015, revised October 28, 2015,prepared by Jimmie D. Nichols, 
R.P.L.S. No. 5184. 

7. Easement executed by Affordable Housing Communities, Ltd., to TowerCo II LLC, dated 
May 25, 2011, filed May 31, 2011, recorded under Instrument No. 2011-49036, of the Real 
Property Records of Denton County, Texas, as affected by Memorandum of Agreement by 
and between TowerCo 11 LLC, and Sprint Spectrum Realty Company, dated July 21, 2011, 
filed July 29, 2011, recorded under Instrument No. 2011-70485, of the Real Property 
Records of Denton County, Texas, as shown on survey dated October 27, 2015, revised 
October 28, 2015, prepared by Jinunle D. Nichols, R.P.L.S. No. 5184. 

8. interest in and to all coal, lignite, oil, gas and other minerals, and all rights incident thereto, 
contained in instrument dated Oetober 3, 1979, filed October I I, 1979, in Volume 980, 
Page 516, of the Deed Records of Denton County, Texas. As affected by Surface Waiver 
Agreement filed November 12, 2013, recorded under Instrument No. 2013-135465, of the 
Real Property Records of Denton County, Texas. 
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9. Interest in and to all coal, lignite, oil, gas and other minerals, and all rights incident thereto, 
contained in instniment dated August 1, 1983, filed August4, 1983, in Volume 1241, Page 
727, of the Real Property Records of Denton County, Texas. 

10. No liability is assumed by reason of the following as shown on survey dated October 27, 
2015, revised October 28, 2015, prepared by Jimmie I). Nkhols, R.P.L.S. No. 5184; 

a, 	Power line and poles along the South and southernnlost West property lines. 

b. Underground telephone/fiber optic lines along the West property line as evidenced 
by telephone pedestals and buried telephone cable markers. 

c. Underground telephone/fiber optic lines along the South property line as evidenced 
by buried cable signs. 

d. That portion of subject property lying within the right of way of Crutchfield Road 
along the South property line. 

e. Rights or claims, if any, of adjoining property owner(s) in and to that portion of the 
property lying between the fence and the southernmost East property line. 
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EXHIBIT "Cn 
Affidavit of Correction instrument 

iAttachcd herctol 

Correction Special Warataity Deed whit Vendor's 1:1211 	 Pege 9 
Sutton Fields 11 • 127.9301 cres 

neclon SWDerd141111 Vendeestfen -CAOG SWIM flotis II 	Mat- I IOW Of lusnol: IMO ni 

Aqua 000047 



REY 

Doc-128858 

AFFIDAVIT OF CORRECTION INSTRUMENT 
AS TO A RECORDED ORIGINAL INSTRUMENT 

Effective Date of Affidavit: November 5, 2015 
Affiantt JAMES L MABREY 

Description of Original Instrument (include name of instrument, date, parties and recording 
informetion): 

SPECIAL WARRANTY DEED WITH VENDOR'S LIEN (THE ,'ORIGINAL 
DEED), DATED NOVEMBER 3, 2015, RECORDED ON NOVEMBER 4, 2015 AT 
8:57123 AM, AS DOCUMENT NO. 2015-127939, OFFICIAL PUBLIC RECORDS, 
DENTON COUNTY, TEXAS, ATTACHED HERETO AS EXHIBIZA,‘ " 

Affiant oc sth swears that the following statements are true and within the personal knowledge of 
Affiant: 

1. 	My name is JAMES L MABREY. I am over the age of eighteen (18) years end am otherwise 
competent to make this Correction Affidavit. 

2 	I have personal knowledge of the facts relevant to the correction of the above referenced Original 
Instrument as evidenced by the following facts (describe facts indicating personal knowledge 
below); 

am the Manager and Member of Denton County 128 Development LLC, which 
was the Grantor under the Original Special Warranty Deed with Vendor's Lien. 

3. I am making this Affidavit as a correction instrument pursuant to §5.028 of the Texas Property 
Code, with regard to the following clerical error in the Original Instrument (describe error below); 

The legal description is incorrect in that the legal description was from an old 
survey and it should be amended to be consistent with the moot tecent survey. 

4. The Original Instrument should correctly read as described in the ''Consetion Spuial iPanonly Ded 
with Venclori• Liteon its Exhibit "A" with respect to the clerical error in the legal description. 

5. 1 hav given sotice of this correction of the Original instrument by sending a copy of this 
Correction Affidavit by personal delivery to both parties to the Original Instrument, in i ccordance 
with §5.028 (d) (2) of the Texas Property Code. 

Executed and effective as of the date et forth abc 

STATE OF TEXAS 

COUNTY OF DALLAS 

	

SWORN TO AND SUBSCRIBED before me on 	day of November 2015 by James 
Mabrey to certify which witness 	end seal of offi 

1014 IEUERBACHER 
NototY PuUItC, stole of 11,0s 

My Commission Expires 
mcni 27, 2019 

a 	4 IA 144 ti.iff41,1 —  
Notary P Is lic 	tc of i'exas 
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Personally Received by: 

GRANTOR: 

DENTON 
Tens 

By: 
Name: 	key 
Its: 	Member 

GRANTEE: 

CADG Sutton P ds LLC, 
a Texas limited liability company 

By: 	CADG Holdings, LLC, 
a TeXas limited liability company 
Its Sole Managing Member 

By: 	MMM Vennires,LLC, 
a Texas limited liability company 
Its Manage 

By: 	2M Ventures, LLC, 
a Delaware limited liability company 
Its Manager 

By: 	 
Name: Mehrdad Moayedi 
Its: Manager 
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EXHIBIT A 
Recorded Original SpeciaMarranty Deed with Vendor's Lien 

[Attacked hereto] 
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DOC-12709 

Electronicaily Filed Document 

benton County 
iuli Luke 

County Cleik 

Document Number 201i-127939 
Recorded As 	ERX-WARRANTY DEED 

Recorded Om 	November 04, 2016 
Recorded At! 	08:67:23 am 
Number of Pages: 	8 

Recording Fee: 	$84.00 

Parties: 
Direct- DENTON COUNTY 128 DEVELOPMEN 

Indirect- 

Receipt Number 	1356310 
Processed By: 	Timothy ljuvali 

************ THIS PAGE IS PART OP THE INSTRUMENT  
Any provision herein which teatricte the Sale, Rental of use of the deecdbed REAL PROPERTY 

became of color or race le Medd and unenforceable under federal law. 
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Noc-127839 

sendera 

CO-Lakfax-ii(42  
NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATIMAL PgRSON, YOU 
MAY rsmovE OR STRIKE ANY OR ALL DS THE FOLLOWING DIFORBIATION 
FROM ANY INFIRM/NTT/1AT TRANSFERS AN INTEREST IN REAL PROPERTY 
MORE IT IS FILED FOR RECORD E4 THE PUBIAC RECORDS! YOUR SOCIAL 
SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 

ispEcut- WARRANTv MID WITH \THUM'S Lir  

THE STATEOF TEXAS 
KNOW ALL MEN BY THESE PRESENT& 

COUNTY OF DENTON 

THAT Denton County 128 Development LLC, _ Texas limited Milky coral:any 
(hereinafter _idled "Grantor"), whether one :r more, for and in consideration of the sum of TEN 
DOLLARS (SI OAO) rod other valuable consideration to the smdersigned in head paid by CADG 
&neon Fields 11, 1.1.C, Texas limited liability company (lrwin referred to 53"G:int:e), illé 
receipt and sufficieney of which are hereby aelarowledgeth For the further consideration of die 
"mil= Ind &lively by Drenthe to TREZ CAPITAL (2014) CORPORATION, _ British 
Columbia corporation ("Lender") ((that certain promissory note of even date herewith In the 
original principsi amount of FIVE MiLLION ONE HUNDRED THOUSAND AND 140/100 
DOLLARS (S5,100,00000), payable Is therein provided (he "Lender Note"), the payment of the 
Lender Note being secured by a Vendee Lien (the Mender's Vendor Llen) herein retained end 
being addhlonal secured by 11 Deed of Trust (WM Security Agnate:at), of even date therewith 
executed by Grantor for the benefit of Lender and for the further consIdereffon of the execution 
end delivery by Magee to Greeter of that certain promlesory note of even date herewith in the 
original principal amount of FOUR MILLION FIVE HUNDRED THOUSAND AND NO/100 
DOLLARS (54,S00,000.00). payable es therein provided (theGrantor Note), the payment of the 
Grantor Note being teemed by a Vendor's Lien herein rmained (heorantoriaVendor Lien"). nd 
being additionally secured by a Deed of Trust of even date herewith to David M. Tatum, Tnastee 
on befall of Grantor, eferenee to which Is hereby made for ail pwposes, hes ORANTEO, EOM 
AND CONVEYED, and by than preseals does GRANT, SELL AND CONVEY unto ("Grantee). 
whose address ie 1E00 ValleyVIew In, Suite 300, Farmers Branch, Teem 75234, thereat property 
described on ZOOM "A"  atteched hereto and incorporated herein by refen ncc together wffh alt 
of Grantor's right, title end Menet In and to all buildings, permit property and fixtures located 
thereon, ell rights and easements appurtenant thereto, all permits, authcelzations, governmental 
entitlements end approvals In connection therewith, ell roads, street; alleys and fights of way 
04314511: thereto, and all rights and sppurtenences thereto including soy strips and gores adjacent 
to or lying between the property and arty adjacent real property In anywise belonging to Grantor 
Ohe "PtroPsltY"). 

This conveyance 	made and accepted aulgect to the following oho 7.cm_kget 
beApfiges, (a) the matters affecting title to the Property whleir ore described c3lIalativit RR" 
attached hereto-  and (b) any zoning ordinances, requirements, Proffets sildhlr conditions sefiniccd 
of or imposed upon 0:1/1101; Orantee or the Property by any governmental authority in connection 
with the entitlement, platting, processing, end development of the Properly. Grantor assumes and 
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agrees to perform each of the terms, provisions, obligations and requirements of the Pemilited 
Excepdons with respect to the period begirmtng oe and ibllowthe the date hereof. 

TO HAVE AND TO HOLD the Property, together with all and skigular dm rights and 
appuneneneerrthereto In anywise belonging, onto the Oranteeand Grantosh ettornSSOra and assigns 
tbreyor, subject to the matters set fotth herein; end Otintor does hereby bind itsoIC Us successors 
out assigns to WARRANT AND FOREVER DEFEND all and singular the Property onto the 
Grantee, Grantee mccossors and assigns against every person whomsoever chiming or to cialm 
the same or any part thereof by, through or under Gnome, but not othetwkos subjeol lo tho 
Permitted Exceptions. 

Ad Women taxes applicable (o the Property have bee ipsld up to, and including the year 
2015. Ad valorem taxes appilmble to the Property fbr the year 20i S have been prorated between 
the Grantor and the Grantee as of the date of Ibis Special Werranty Deed and payment thereof Is 
assumed by Glace. 

But it is expressly agreed end stipulated thah (a) the Lender Vendor Uen and Superior 
Thiene retained against the Propetty by (*gator, Its successors and assigns, until the LenderNote 
end all interest thereon ....tOrilypaid according to the face, tenor, effect end reading thereof when 
this Deed shall become absolute as to the Lender's VendorUen arid Superior Title so retained, the 
said Lender's Vendor Lien end Superior Titte herein Mined are hereby transfened, assigned, sold 
sod conveyed to Lender, its successors and assimis, the met named in the Lender Note, without 
recourse on or warrenty by Grantor; (b) the Grantor's Vendor Lien end Superior Tide are retained 
against the Properly by Grantor, its successors and assigns until the Grantor Note and all interest 
thereon ore lb* paid secording to thts face, tenor, effect awl reading thereot When this Deed shell 
become absolute as to the Grantor's Vendor Liess end Superior Title so retained; end (e) the 
Grammer Venttor Lien and Superior TIlle retained for the be.,efit of Grantor punuant to the 
provisions hereof have been subordbutied to the Lender's Vendor Lien and Superior Title mudded 
far the benefit of Lender pursuant to that certain Tri-Party Agreement of oven dile herewith 
between Lender, Grantor and Orentee. 

IltentaluderofPageluterdortallylejiBliorkl 
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EXECUTED as of tha 3rd day of November, 2811 

ORANTOlv 

DENTON COUNTY 128 DEV 
a Texas 

By: 
Name: 
Its: 

PMENT LLc, 

THESTATB OF TEXAS § 
1 

COUNTY OF DALLAS I 

This Instrument was acknowledged bafora me on 1hs 3rd day ofNovambor, 2013, byJants 
L. Mablay, Manbor ofDENTON COUNTY 121 DEVELOP .11 LLC, a Texas limited IlabIllty 
company, on behalf of said Malted liability.  company. 

sughE &NM 1 
tiolorrPuNIE too of 10.5 

MyCommIssiao Expo 
.IstylLIOIA  
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KNOW ALL MEN BY PRESENTS THAT: 
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LEGAL DiSCRIPTION 

AD that certain tract or parcel of land lying and being situated In the THOMAS H. MeINTYRE 
SURVEY, Abstract Number 903, Denton Cooly, Tem, being part of a called 121.01 acre tract 
desalbed lii .t deed to Alfordable Housing Commtmities, Ltd., recorded ht Volume 4730, Par 
1923, Reg Properly Records, Denton County, Texas, and being more particularly described I3 
follows: 

BEGINNING at a 1/2 hob !run pin &mid at the Southwest corner ofeald 128.01 we tract In the 
East right-of-way of KM. Rood 1385 and the centerline ofa Crotckfleld Road, the South boundary 
line ofsaid McIatyze Survey and theNorth Doe ofthe Freeman Wilkerson Survey, Abstract 141i; 

THENCE North 01 degrees 41 minutes 04 seconds Bast, along the East right of way ofF.M. Road 
1385, a distance of 60635 feel to 1/2 Inch iron pin found for corner; 

THENCE hledit 00 dogma 48 minutes 17 seconds East, along the East right-of-way ofF.M. Road 
1315, a distance of 797,71 &et to a 1/2. inch kon pin (bunt, st the urostern most Northwest corner 
of said 128.01 sere tract and the East tight-of-my of FM. Road 1385; 

THENCE Noah 89 degree& 34 minutes 04 seconds East, a dish= of 1210.69 &el to a 1/2 inch 
iron pin found at an inner ell corner ofsaid 128.01 acre tract; 

THENCE North 00 degrees 21 minutes 14 seconds West, a distance of 546.92 feet lo a 5/1-inch 
Iron pin found c West line of said 121.01 acre tract and the Northeast comer of* tatted 16.03 
acre tact described In a deed to D411111. nay, recorded In Volume4601, Page 2176, Real Property 
Resents, Denton County, 'Dues, said pin also being at the Southeast corner ofn aticd 16.000 acre 
tract described in _I deed to Jeff Hammer, recorded in Volume 3156, Page 762, Real Property 
Records, Denton County, Texas; 

THENCE North 00 degrees 26 mirages 22 seconds West a distance of S53.08 fed ID a la inch 
iron pin found on u West line ofsald 128.01 acre tract and the Northeast corner of said Hammer 
tram, geld pin ALSO being at lhe Southeast *tuner of a called 12.29 aere tract described hi a deed to 
28 & 12 ARM on Preston Road, Ltd., recorded under Document Number 2004-137416, Real 
Property Records, Denton County, Ting 

THENCE North 00 degrees 03 mlnutei46 seconds Bast with a West line ofsald 128.01 sere irsoi 
and the East 	ofsaid 12.29 acre tract a distance of73.78 feet to a 1/21neh iron pin found at the ' 
northern most Northwest comer ofsald 121.01 acre tract and the East line ofsaid 12.29 sere tract, 
said phi also being at the southern PAW Southwest COMES of a ailed 31.223 acre tract described 
In deed to Blue Angus Ranch, LP, recorded under Document Numbe 2007-10/216, Real 
Property Reeonh, Dalton County, Texas; 

IPECIAL, WARAANTY IVO WITH YENDOIVS 	PAGE 4 
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THENCE South 89 degrees 46 minutes 58 seconds East with Ilse northern most North line of said 
123,01 sore tract and the southern most South line *raid Blue Angus Ranch tract, a distance of 
959.68 feet so a 3/3 lnah 
iron pin found on the northern most North line oink 121.01 acre tract end the southern most 
Southeast corner ofuld Blue Angus Ranch hat, 	pin also being at theme:tem snost Southwest 
corner of a calkd 13 1.236 sere !rat described in n deed to Pashond Farm Ltd„ recorded under 
Document Number 2064-135532, Reel Property Records, Denton County, Texan 

THENCE South 89 degrees 47 minutes 31 =cowls- East with the nonhern mott North line ofsaki 
128.01 Wee Itact and the southern most South line of sald 131.236 acre tract, a distance of395.15 
lirottöa 1/2 inch Iron pin fond st the northern most Northeast corner of sald 123.01 are tract end 
an Inner ell corner of said 131.236 acre troth 

THENCE South 02 degrees 54 minutes 00 seconds West, a &tan of 454.69 ket 1/2 Inch Iron 
pin and at an inner ell Comer of nld 125,01 are tact; 

THENCE North 39 degrees 30 mlnutes 12 seconds East, e &tango of 156,62 km to all Inch iron 
pia tbond at the eastern mosl Northeast comer of said 128.01—ne tract and on the southern most 
South line of said 131.236 are trat, saki pin also being at the Northwest tomer of a called 22.493 
acre tract dearibed In a dad to feinted Perm Ltd., recorded under Document Number 2005-
21653, Real Property Records, Denton County, Texas; 

THENCE South 00 degrees 09 minutes 22 seconds East, "distinct of 2034.68 het to a 1/2 inch 
Iron pin kund on the eastern most East line of said 123.01 110re tract; 

7 HENCE South $9 degrees 14 ntlr nes 57 seconds West, e distance of 50.31 fed to it 1/2 inch iron 
pin found for corner; 

THENCE South 00 degrees 56 Mantes 23 seconds Easto distance o f 50.03 feat to a 1/2 Meth Iron 
pin found for comer: 

THENCEN0S3  S3 &trees 12 minutes 15 seconds East, a thstenee of 49.92 feet to a 1/2 inch iron 
pin found on the eastern most East line ofsaid 123.0i ame tract; 

THENCE South 01 degrees 1 minutes 52 seconds East ulth the eastern mast East line Druid 
12L01 antral, a &Luce of 31.07 fat to a 1/2 inch konpin found Alla southern most Southeast 
corner of said 128.01 acre Inn ln the centerline ofCrittchfield Road and the South boundary Ens 
of s old McIntyre Stuvey; 

THENCE South 89 degrees 43 minutes 14 seconds West along the anterline ofCrotchfield Road 
ad thoSouth boundary line of said Melrayro Sway, š &cans:ear 279730 faun the POINT OF 
BEOINNINO Ind containing in s11127.197 acres offend, more or less, 

FMCIA WARIUNTY DEED WITH VEIVOR'S UEN- PAGS 
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PERMIT= EnumBRANCES 

I. 	Restrictive Covenants recorded hi Volume 2537, Page 773, of the Real Property Records 
of Denton County, Texas. 

2. All leases, grants, exceptions or reservations of coal, !Ignite, oil, gas and other minerals. 
toiether with all rights, privileges, and immunitIes relating thereto appearing in the Public 
Records. 

3. Rights of fium tenant in possesdon. 

4. Easement executed by Beakers Life Insurance Company to Denton County Electric 
Cooperative, Inc., dated June 21, 1938, flied September 5, 1953, recorded In Volume402, 
Page 154, of the Deed Records of Denton County, Texas, as affected by Agreement 
Defining Area Embraced Within Easement, dated August 26.2013, filed August 30, 2013, 
recorded under Instrume ot No 2013-109502, of the Reel Proierty Records of Denton 
County, Texas, as shown on survey dated October 27, 2015, r evised Ottobor 28, 2015, 
prepared by Jimmie D. Mho's, R.P.LS. No. 5184. 

5. Easement executed by Nigh Point Fame, 1,V., to 112M Water Systems, Inc, dated May5, 
1989, filed May 11, 1989, recorded In Volume 2576, Page 303, of the Real Property 
Records of Denton County, Texas, as shown on survcy dated October 27, 2015, revised 
October 28, 2015, prepared by Mandel/ Nichols, R.P.L.S. No. 5184. 

6. Thom, conditions and stipulations Lontained in Sanitary Control Easement executed by 
Alpha Properties, dated February 21, 1989, tiled Febniary 28, 1919, recorded in Volutes 
2537, Page 773, of the Real Property Records uf Denton County, Texas, es shovm on 
survey dated October 27, 2015, revised October 28, 2015,prepared by Jinn* D. Nichols 
R.P.L.S. No. 5114, 

7. Easement executed by Affordable Homing Communities, Lid.. to Towereoll LLC, dated 
May 25,2011, filed May 31, 201I, recorded under Instrument No. 2011-49036, of the Real 
Property Records of Denton County, Texas, as affected by Mernommtunt of Agreement by 
and between TowerCo II LLC, end Sprint SpeotruoiReal ty Company, dated July21,2011. 
filed July 29, 2011, recorded under Instrument No. 2011-70485, of the Real Properly 
Rem& of Donlon CountY, Texas, as shown Lir survey dated October 27, 2015, revised 
October 28, 2015, prepared byilMilie D. Niohols, R.P.L.S. No. 5IM. 

8. Interest in and to all coal, lignite, oil, gns end other minerals, and all rights inoident thereto, 
contained In instrument dated October 3, 1979, filed October 11, 1979. In Volume 980, 
Page 516, of the Deed Records of Denton County, Texm. As effected by Surface Waiver 
Agreement filed November 12, 2013, recorded under Instrument No. 2013-135465, of the 
Reel Property Records of Denton Colsilly, TeXLS. 

9. Interest in and to all coal, lignite 11, gas and other minerals, and ail right:ha:Watt thereto. 
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contained in Malcontent dated August 1, 1983, filed August 4, 1983, in Volume 1241, Page 
727, of the Real Property Records of Denton County, Texas. 

10. 	No liability is assumed by reason of the following as shown on survey dated October 27, 
2015, revised October 28, 2015, prepared by Tmunle D. Nichols, R.P.L.S. No. 5184: 

a. Power line and poles along the South end southernmost West properly lines. 

b. Underground telephonefflber optic lines along the West property line ss evidenced 
by telephone pedestals and buried telephone able markers. 

Underground telephone/fiber optic lines along the South property line as evidenced 
by buried cable signs. 

d. That portion of subjem property lying whin the right of way of Crutchfield Road 
*long the South property line. 

e. Rights or claims, if any, of adjoining propetty owner(*) ln Ind to that portion of the 
property lying between the fence and the southernmost East properly line. 

Aqua 000058 
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