Control Number: 46077

tem Number: 15

Addendum StartPage: 0




Ty

DOCKET NO. 46077 g -
"PECENVE

PUBLIC: HEEATY LOMMISFION

PU}GFTEXAS‘ . iu» vw

APPLICATION OF BRUSHY CREEK §

§

§ T3 LLoAn
§ ...
§

§

MUNICIPAL UTILITY DISTRICT AND
AQUA TEXAS, INC. FOR SALE,
TRANSFER, OR MERGER OF
FACILITIES AND CERTIFICATE
RIGHTS IN WILLIAMSON COUNTY

AQUA TEXAS, INC.’S RESPONSE TO ORDER NO. 2 AND
SUPPLEMENTAL APPLICATION INFORMATION

TO THE HONORABLE ADMIN ISTRATIVE LAW JUDGE: }

tOMES NOW, Aqua Texas, Inc. d/b/a ﬂAqua;Texas (“Aqua™) and files this Response to
Order No. 2 (“Resp;)nse”) and provides supplemental applicatidri information to address certain
deficiencies identified by Commiission Staff in“the applica:tion filed by Aqua and Brushy Creek
MuniciI‘)‘éll Utility District (“Brushy Creek MUD”)I (collectively“Applicants”). In support thereof,
Aqua would show the following on behalf of the Applicants.

L BACKGliOUND

OnJune 17,2016, Applic;cmts filed an Application for Sale, Transfer, or Merger of Facilities
and Certificate Rights in Williamson County (“Application”) with t'he Public Utility Commission
of Texas (“Commission™). On July 22, 2016, Order No. 2 was issued which provided Aqua an
opportunity to cure certain Application deficiencies identified by Commission Staff with their

recommendation filed July 15, 2016. Since then, Aqua has visited with Commission Staff about the

identified deficiencies and responds to Order No. 2 with the following supplemental Application

information in an effort to cure same. Order No: 4 established Septembér 8, 2016 as the deadline -

for Applicants to respond. Therefore this pleading i‘s«timely filed.

D



I1. SUPPLEMENTAL APPLICATION INFORMATION

Commission Staff’s Memorandum attached to its July 15, 2016 recommendation requests
three categories of supplemental application information items:

1. Response to Part B, Question 5, Regarding Deposits: Aqua has filed a Motion for
Protective Order that upon entry will permit Applicants to file a responsive customer deposit
information list as a confidential filing using the commission’s procedures for same. The
Application explains that all deposits held by Brushy Creek MUD, if any, will be refunded prior to
closing. However, Commission Staff is requesting a complete responsive list. The list requested
in the Commission’s STM application form requires submission of confidential customer
name/address information.

2. Response to Part B, Question 11, Regarding Enforcement Actions: Per discussions
with Commission Staff, Aqua is providing available non-privileged responsive supplemental
information and documents limited to the past five years for systems owned by Aqua’s affiliate Aqua
Utilities, Inc. d/b/a Aqua Texas under CCN No. 11157 and located within Aqua’s Southwest Region.
Exhibit A.

3. Any projected losses from the acquired system in the first 5 years: Per discussions
with Commission Staff, please see the attached Pro Forma document including responsive
supplemental information regarding the Application project. Exhibit B. Aquais also filing its most
recent depreciation study. Exhibit C.

ITI. CONCLUSION

Applicants respectfully request that the ALJ issue an order deeming the Application

administratively complete and requiring further processing. Applicants further request that the

Commission ultimately approve the Application.
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Respectfully submitted,

TERRILL & WALDROP

b O /ﬂ@//

Paul M. Terrill 11T

State Bar No. 00785094
Geoffrey P. Kirshbaum
State Bar No. 24029665
810 West 10" Street
Austin, Texas 78701
Tel: (512) 474-9100
Fax: (512) 474-9888

ATTORNEYS FOR AQUA TEXAS, INC. D/B/A
AQUA TEXAS

CERTIFICATE OF SERVICE

I certify that a copy of this document will be served on all parties of record on September 8,

2016 in accordance with P.U.C. Procedural Rule 22.74.

Geoffrey P. K1rshbaurn
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EXHIBIT A
Enforcement Action Information - Aqua Utilities, Inc. (SW Region/CCN No.

11157 Only)
[Case#| Docket# [ Status [ €N#~ .[¢ "~ RN# °| RN:Name' .[; Compliance
o s e e e P 0 Status™
44405 | 2012-1296- | Effective ICN602787509] RN101721702 BEAR CREEK Closed
PWS-E | . PARK ‘
48526 | 2014-0511- | Effective |CN602787509] RN102682341 [CHAPARRAL Closed
PWS-E WATER
SYSTEM HAYS
47915 | 2013-2043- | Effective |CN602787509] RN102678950 FALLING Closed
PWS-E WATER
SUBDIVISION
47982 | 2013-2123- | Effective [CN602787509( RN102671880 |[GOLDEN On Track*
PWS-E ACRES WATER
52318 2016-0669- | Proposed [CN602787509] RN101502730 HILL N/A
PWS-E COUNTRY
NORTHWEST
CHERRY
HOLLOW
52558 | 2016-0939- | Proposed [CN601570773| RN102689163 [NGRAM N/A
| PWS-E WATER
. SUPPLY
42885 | 2011-2022- | Effective |CN601570773] RN102691771 MOUNTAIN Closed
PWS-E . ‘ CREST WATER
52090 | 2016-0445- | Proposed [CN602787509] RN101250306 FAN GABRIEL N/A
PWS-E RIVER
RANCHES
43756 | 2012-0569- | Effective |CN601570773] RN100843143 BANDY CREEK| On Track*
PWS-E RANCHES
q SUBDIVISION
50737 | 2015-0954- | Effective |[CN602787509] RN100843143 SANDY CREEK| On Track*
PWS-E RANCHES
SUBDIVISION

*Compliance schedule is contained within TCEQ Agreed Order and Aqua is on path to compliance
within agreed schedule parameters.

Golden Acres: Remaining outstanding order item is to comply with the TTHM MCL by August 6,
2017. Water is supplied to the Golden Acres water system solely by the Nueces Water Supply
Corporation. Elevated levels of TTHM are supplied by the Nueces Water Supply Corporation which
is exasperated by disinfection level boosting by the corporation and required storage within the
Golden Acres water system. Currently Aqua is seeking an alternative water source and has made
inquiry with the City of Bishop about purchasing water. App. 000110 - 000117.




Hill Country NW Cherry Hollow: The proposed order relates to alleged exceedance of the Gross
Alpha particle maximum contaminant limit (MCL). Aqua has already contracted with Collier
Consulting to design treatment and obtain approval from TCEQ for same. Collier Consulting has
completed the initial site assessment and is currently seeking proposals and bids from treatment
equipment manufactures.'

Ingram: The proposed Ingram order relates primarily to alleged minor tank leaks and source capacity
issues. The tanks are concrete tanks with minor seeps that do not represent a health risk. Aqua has
decided it is prudent to replace the noncompliant tanks as repairs would only be temporary. Site
limitations have complicated the ability to construct new tanks while maintaining the existing
facilities in operation. Though neither pressure or flow issues have resulted from the noncompliance
well capacity due to low customer demand, Aqua has one well already drilled that we intend to place
into service in 2017 and is reviewing the system needs to properly place additional well(s) to best
serve our customers. Aqua is currently negotiating with TCEQ on this order as it relates to the
ordering provisions and associated due dates.”

San Gabriel River Ranches: The proposed order is currently draft but relates to alleged deficiencies
in the quantity of source water. Aqua is negotiating with a local developer to provide land for at least
two new wells. Once property is secured wells well be drilled to increase supply. Aqua notes it
initially purchased this system out of a temporary managership situation. App. 000118 - 000131.

Sandy Creek (2012): Construction is underway and expected to be completed before the end 0f 2016
allowing Aqua to certify compliance with the remaining items within the order. App. 000132-
000137.

Sandy Creek (2015): The order relates to deficiencies in the quantity of source water. Aqua is
currently seeking approval to drill a new well at one of its plant sites. Well should be drilled by the
end of the year. App. 000138-000143.

' Documents responsive to this request are confidential and will be provided once a Protective Order is in place.

? Documents responsive to this request are confidential and will be provided once a Protective Order is in place.



Bryan W. Shaw, Ph.D,, P.E,, Chairman
Toby Baker, Commissioner

Zak Covar, Commissioner

Richard A. Hyde, P.E,, Executive Director
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TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution
NEGEIVIE (’

IL AUG 13 201

By

August 12, 2014

CERTIFIED MAIL L

Robert L. Laughman, President
Larry Mitchell, Compliance Manager
Aqua Utilities, Inc.

1106 Clayton Lane, Suite 400W
Austin, Texas 78723-2476

RE: Aqua Utilities, Inc.
TCEQ Docket No. 2013-2123-PWS-E; Registration No. 1780019
Agreed Order Assessing Admlmstratlve Penalties and Requiring Certain Action

Enclosed is a copy of an order issued by the Commission.

Questions regarding the order should be directed to the Enforcement Coordinator or the
Staff Attorney. If there are questions pertaining to the mailing of the order, then please
contact Leslie Gann of the Texas Commission on Environmental Quality's Office of the

Chief Clerk (MC 105) at (512) 239-3319.
Sincerely,
é/&tdﬁd (sl

Bridget C. Bohac
Chief Clerk

BCB/Ig

Enclosure

cc:  Jim Fisher, Enforcement Coordinator, TCEQ Enforcement Division

P.O. Box 13087 * Austin, Texas 78711-3087 ¢ 512-239-1000 * tceq.texas.gov

How is our customer service? tceg.texas.gov/customersurvey App. 000110
printed on recycled paper .




IN THE MATTER OF AN § BEFORE THE

ENFORCEMENT ACTION §

CONCERNING § TEXAS COMMISSION ON

AQUA UTILITIES, INC. §

RN102671880 § ENVIRONMENTAL QUALITY
AGREED ORDER

DOCKET NO. 2013-2123-PWS-E

L

Atits AUB 0 6 2914 agenda, the Texas Commission on Environmental Quality
("the Commission” or "TCEQ") considered this agreement of the parties, resolving an
enforcement action regarding Aqua Utilities, Inc. (the "Respondent™) under the authority of
Tex. HEALTH & SAFETY CODE ch. 341. The Executive Director of the TCEQ, through the
Enforcement Division, and the Respondent presented this agreement to the Commission.

The Respondent understands that it has certain procedural rights at certain points in the
enforcement process, including, but not limited to, the right to formal notice of violations, notice
of an evidentiary hearing, the right to an evidentiary hearing, and a right to appeal. By entering
into this Agreed Order, the Respondent agrees to waive all notice and procedural rights.

It is further understood and agreed that this Order represents the complete and fully-
integrated settlement of the parties. The provisions of this Agreed Order are deemed severable
and, if a court of competent jurisdiction or other appropriate authority deems any provision of
this Agreed Order unenforceable, the remaining provisions shall be valid and enforceable. The
duties and responsibilities imposed by this Agreed Order are binding upon the Respondent.

The Commission makes the following Findings of Fact and Conclusions of Law:

1. FINDINGS OF FACT
1, The Respondent owns and operates a public water supply at 779 County Road 77 in

Nueces County, Texas (the "Facility") that has approximately 60 service connections and
serves at least 25 people per day for at least 60 days per year.

App. 000111




Aqua Utilities, Inc.
DOCKET NO. 2013-2123-PWS-E

Page 2

2, During a record review conducted on October 28, 2013, TCEQ staff documented that the
locational running annual average concentrations of total trihalomethanes ("TTHM") for
Stage 2 Disinfectarit Byproducts at Site 1 were 0.107 milligrams per liter ("mg/L") for the
fourth quarter of 2012, 0.148 mg/L for the first quarter of 2013, 0.135 mg/L for the
second quarter of 2013, and 0.117 mg/L for the third quarter of 2013.

3. The Respondent received notice of the violations on or about November 19, 2013.

II. CONCLUSIONS OF LAW

1. The Respondent is subject to the jurisdiction of the TCEQ pursuant to TEX. HEALTH &
SArETY CODE ch. 341 and the rules of the Commission.

2, . As evidenced by Findings of Fact No. 2, the Respondent failed to comply with the
maximum contaminant level ("MCL") of 0.080 mg/L for TTHM, based on the locational
running annual average, in violation of 30 TEX, ADMIN. CODE § 290.115(f)(1) and TEX.
HEALTH & SAFETY CODE § 341.0315(c).

3. Pursuant to TEX. HEALTH & SAFETY CODE § 341.049, the Commission has the authority to
assess an administrative penalty against the Respondent for violations of the Texas
Water Code and the Texas Héalth and Safety Code within the Commission’s jurisdiction;
for violations of rules adopted under such statutes; or for violations of orders or permits
issued under such statutes.

4. An administrative penalty in the amount of Three Hundred Sixty-Six Dollars ($366) is
justified by the facts recited in this Agreed Order, and considered in light of the factors
set forth in TEX. HEALTH & SAFETY CODE § 341.049(b). Three Hundred Sixty-Six Dollars
($366) of the administrative penalty is deferred contingent upon the Respondent’s
timely and satisfactory compliance with all the terms of this Agreed Order and shall be
waived only upon full compliance with all the terms and conditions contained in this
Agreed Order. If the Respondent fails to timely and satisfactorily comply with any
requirement contained in this Agreed Order, the deferred amount of the administrative
penalty shall become 1mmed1ately due and payable without demand or notice, and the
Executive  Director may require the Respondent to pay all or part of the deferred
administrative penalty.

III. ORDERING PROVISIONS

NOW, THEREFORE, THE TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
ORDERS that:

1. The Respondent is assessed an administrative penalty in the amount of Three Hundred
Sixty-Six Dollars ($366) as set forth in Section II, Paragraph 4 above, for violations of
TCEQ rules and state statutes. The payment of this administrative penalty and the
Respondent’s compliance with all the terms and conditions set forth in this Agreed Order

App. 000112



Aqua Utilities, Inc.
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completely resolve the violations set forth by this Agreed Order in this action. However,
the Commission shall not be constrained in any manner from requiring corrective
actions or penalties for other violations that are not raised here. Administrative penalty
payments shall be made payable to "TCEQ" and shall be sent with the notation "Re: Aqua
Utilities, Inc., Docket No. 2013-2123-PWS-E" to:

Financial Administration Division, Revenue Operations Section
Attention: Cashier’s Office, MC 214

Texas Commission on Environmental Quality

P.O. Box 13088

Austin, Texas 78711-3088

2, The Respondent shall undertake the following technical requirements:

a. Within go days after the effective date of this Agreed Order, begin negotiating a
water purchase contract that will enable the Facility to comply with the MCL for
TTHM within 1,095 days of the effective date of this Agreed Order, in accordance
with 30 TEX. ADMIN. CODE § 290.45;

b. Within 105 days after the effective date of this Agreed Order, submit written
certification as described in Ordering Provision 2.k. below to demonstrate
compliance with Ordering Provision No. 2.a.;

C Within 1,095 days after the effective date of this Agreed Order, return to
compliance with the MCL for TTHM, in accordance with 30 TEX. ADMIN. CODE
§ 290.115; and

d. Within 1,110 days after the effective date of this Agreed Order, submit written
certification as described in Ordering Provision No. 2.k. below, and include
detailed supporting documentation including photographs, receipts, and/or other
records to demonstrate compliance with Ordering Provision No. 2.c.

In lieu of Ordering Provision Nos, 2.a. through 2.d:

e. Within 120 days after the effective date of this Agreed Order, complete a
feasibility study, or update an existing feasibility study, and submit a written
report or engineering study conducted by a Texas registered professional
engineer regarding the results of the feasibility study to evaluate the necessary
corrective actions designed to achieve compliance with the MCL for TTHM. The
report shall include a tentative schedule describing additional studies, tests, or
other methods that may be utilized for the completion of necessary corrective
actions within 1,095 days after the effective date of this Agreed Order. If the
Respondent purchases or sells water, a copy of the puchase water contract must
be submitted with the feasibility study report or engineering study. The
evaluation shall be sent to the addresses listed in Ordering Provision No. 2.k.;

App. 000113
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f. Within 135 days after the effective date of this Agreed Order, submit written
certification as described in Ordering Provision No. 2.k. below to demonstrate
compliance with Ordering Provision No. 2.e.;

g Within 180 days after the effective date of this Agreed Order, submit an
acceptable written plan, including a proposed schedule, to the Executive Director
that provides for the comipletion of an alternate water source or itreatment
technology to the addresses listed in Ordering Provision No. 2.k,;

h. Within 180 days after the effective date of this Agreed Order, and on a semi-
annual basis thereafter, submit progress reports to the addresses listed in
Ordering Provision No. 2.k. below. These reports shall include mformathn
regarding actions taken to provide water which meets the MCL for TTHM;

1 Within 195 days after the effective date of this Agreed Order, submit written
certification as described in Ordering Provision No. 2.k, below to demonstrate
compliance with Ordering Provision No. 2.g.;

} Within 1,095 days after the’effective date of this Agreed Order, return to
compliance with the MCL for TTHM, in accordance with 30 TEX. ADMIN. CODE
§ 290.115; and

k. Within 1,110 days after the effective date of this Agreed Order, submit written
certification as described below, and include detailed supporting documentation
including photographs, receipts, and/or other records to demonstrate compliance
with Ordering Provision No. 2.j. The certification shall be notarized by a State of
Texas Notary Public and include the following certification language:

"I certify under penalty of law that I have personally examined and am familiar
with the information submitted and all attached documents, and that based on
my inquiry of those individuals immediately responsible for obtaining the
information, I believe that the submitted information is true, accurate and
complete. I am aware that there are significant penalties for submitting false
information, including the posmblhty of fines and imprisonment for knowing
violations."

The certification shall be submitted to:

Order Compliance Team

Enforcement Division, MC 149A

Texas Commission on Environmental Quality
P.O. Box 13087 )

Austin, Texas 78711-3087

App. 000114
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with a copy to:

Public Drinking Water Section Manager
Water Supply Division, MC 155

Texas Commission on Environmental Quality
P.O. Box 13087

Austin, Texas 78711-3087

and to:

— Technical Review and Oversight Team
Water Supply Division, MC 159
Texas Commission on Environmental Quality
P.0. Box 13087
Austin, Texas 78711-3087

The provisions of this Agreed Order shall apply to and be binding upon the Respondent.
The Respondent is ordered to give notice of the Agreed Order to personnel who maintain
day-to-day control over the Facility operations referenced in this Agreed Order.

The Executive Director may grant an extension of any deadline in this Agreed Order or in
any plan, report, or other document submitted pursuant to this Agreed Order, upon a
written and substantiated showing of good cause. All requests for extensions by the
Respondent shall be made in writing to the Executive Director. Extensions are not
effective until the Respondent receives written approval from the Executive Director.
The determination of what constitutes good cause rests solely with the Executive
Director.

The Executive Director may refer this matter to the Office of the Attorney General of the
State of Texas ("OAG") for further enforcement proceedings without notice to the
Respondent if the Executive Director determines that the Respondent has not complied
with one or more of the terms or conditions in this Agreed Order.

This Agreed Order shall terminate five years from its effective date or upon compliance
with all the terms and conditions set forth in this Agreed Order, whichever is later.

This Agreed Order, issued by the Commission, shall not be admissible against the
Respondent in a civil proceeding, unless the proceeding is brought by the OAG to: (1)
enforce the terms of this Agreed Order; or (2) pursue violations of a statute within the
Commission’s jurisdiction, or of a rule adopted or an order or permit issued by the
Commission under such a statute.

This Agreed Order may be executed in separate and multiple counterparts, which
together shall constitute a single instrument. Any page of this Agreed Order may be
copied, scanned, digitized, converted to electronic portable document format ("pdf"), or
otherwise reproduced and may be transmitted by digital or electronic transmission,

App. 000115
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including but not limited to facsimile transmission and electronic mail. Any signature
affixed to this Agreed Order shall constitute an original signature for all purposes and
may be used, filed, substituted, or issued for any purpose for which an original signature
could be used. The term "signature” shall include manual signatures and true and
accurate reproducétions of manual signatures created, executed, endorsed, adopted, or
authorized by the person or persons to whom the signatures are attributable. Signatures
may be copied or reproduced digitally, electronically, by photocopying, engraving,
imprinting, lithographing, electronic mail, facsimile transmission, stamping, or any
other means or process which the Executive Director deems acceptable. In this
paragraph exclusively, the terms "electronic transmission”, "owner”, "person"”, "writing",
and "written" shall have the meanings assigned to them under TEX. BUS, ORG. CODE

§1.002, . .
9. The Chief Clerk shall provide a copy of this Agreed Order to each of the parties. By law,

the effective date of this Agreed Order is the third day after the mailing date, as provided
by 30 TEX. ADMIN. CODE § 70.10(b) and TEX. GOV'T CODE § 2001.142.

App. 000116
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SIGNATURE PAGE

TEXAS COMMISSION ON ENVI ONMENTAL QUALITY

For the Co:

T2/ = el
For the Executive Director (/ Date

I, the undersigned, have read and understand the attached Agreed Order in the matter of Aqua
Utilities, Inc. I am authorized to agree to the attached Agreed Order on behalf of Aqua Utilities,
Inc., and do agree to the specified terms and conditions, I further acknowledge that the TCEQ,
in accepting payment for the penalty amount, is materially relying on such representation,

I understand that by entering into this Agreed Order, Aqua Utilities, Inc. waives certain
procedural rights, including, but not limited to, the right to formal notice of violations addressed
by this Agreed Order, notice of an evidentiary hearing, the right to an evidentiary hearing, and
the right to appeal. I agree to the terms of the Agreed Order in lieu of an evidentiary hearing.
This Agreed Order constitutes full and final adjudication by the Commission of the violations set
forth in this Agreed Order.

I also understand that failure to comply with the Ordering Provisions, if any, in this order

and/or failure to timely pay the penalty amount, may result in:

. A negative impact on compliance history;

. Greater scrutiny of any permit applications submitted;

- Referral of this case to the Attorney General’s Office for contempt, injunctive relief,
additional penalties, and/or attorney fees, or to a collection agency;
Increased penalties in any future enforcement actions;
Automatic referral to the Attorney General’s Office of any future enforcement actions;
and

. TCEQ seeking other relief as authorized by law.

In addition, any falsificatio®f of any compliance documents may result in criminal prosecution,

//5/80/¥
Datf /

%\’é’t\v\,}_?uke'r“}/[\; L&u KLA{Y\M’L ‘/ﬁ’( 6! JMI‘\

Name (Printed or typed) Title
Anthorized Representative of
Agqua Utilities, Inc,

.

ignature

Instructions: Send the original, signed Agreed Order with penslty payment to the Financial Administration
Division, Revenue Operations Section at the address in Section 11T, Paragraph 1 of this Agreed Order.

App. 000117
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Bryan W. Shaw, Ph.D., P.E., Chairman
Toby Baker, Commissioner

Jon Niermann, Commissioner

Richard A Tvde, P.E., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Tevas by Reducing ond Preventing Pollution

April 21, 2016 ’ﬂ EPFUWE ”;
| |

Mr. Robert Laughman, President ' ' ﬂ AR 25 omy }
Aqua Utilities, Inc. b ‘f
]
|

1106 Clayton Lane By '
Austin, Texas 78723 AT e

Re:  Proposed Agreed Order
Aqua Utilities, Inc.; RN101250306; TCEQ PWS ID No. 2460046
Docket No. 2016-0445-PWS-E; Enforcement Case No. 52090
FOR SETTLEMENT PURPOSES ONLY

Dear Mr, Laughman:

‘The Executive Director of the Texas Commission on Environmental Quality ("Commission"” or
"TCEQ") is pursuing an enforcement action against Aqua Utilities, Inc. for violations of the -
Texas Health & Safety Code and/or Commission Rules. These violations were discovered during
an investigation conducted on March 10, 2016, and documented in a letter dated March 24,
2016, from the TCEQ Austin Regional Office.

Please find enclosed a proposed agreed order which we have prepared in an attempt to expedite .
this enforcement action. The order assesses an administrative penalty of One Hundred Fifty-
Seven Dollars ($157). We are proposing a one-time offer to defer Thirty-One Dollars ($31) of

the administrative penalty if you satisfactorily comply with all the ordering provisions within the
time frames listed. Therefore, the administrative penalty to be paid is One Hundred Twenty-Six
Dollars ($126). The order also identifies the violations that we are addressmg and identifies
specific technical requirements necessary to resolve them.

If you have any questions regarding this matter, we are available to discuss them in a conference
in Austin or over the telephone. If we reach agreement in a timely manner, the TCEQ will then
proceed with the remaining procedural steps to settle this matter. These steps include
publishing notice of the proposed order in the Texas Register, and scheduling the matter for
approval by the Commission. We believe that handling this matter expeditiously could save
Aqua Utilities, Inc. and the TCEQ a 51gn1ﬁcant amount of time, as well as the expense associated
with litigation.

Enclosed for your convenience is a return envelope. If you agree with the order as proposed,
please sign and return the original order and the penalty payment (check payable to "TCEQ"
and referencing Aqua Utilities, Inc., Docket No. 2016-0445-PWS-E) to:

P.O. Box 13087 Aumn lems78711 3087 *  512-239-1000 *+ tceq.lexas.gov

How is our customer service? t(eq.tcxas.gov/customersuwey App. 000118

£ Ly



Mr. Robert Laughman
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April 21, 2016

Financial Administration Division, Revenue Operations Section
Attention: Cashier's Office, MC 214

Texas Commission on Environmental Quality

P.O. Box 13088

Austin, Texas 78711-3088

Should you believe you are unable to pay the proposed administrative penalty, you may claim
financial inability to pay part or all of the penalty amount. In order to qualify for financial
inability to pay, the penalty must exceed $3,600 and be greater than 1% of annual gross
revenues. If this is the case, please contact us immediately to obtain a list of financial disclosure
documents that must be submitted within 30 days of the receipt of this letter. These documents,
once properly completed and submitted, will be thoroughly reviewed to determine if we agree
with the claim of financial inability. Please be aware that if financial inability is proven to the
satisfaction of staff, discussions pertaining to the penalty amount adjustment will focus only on
deferral and not on waiver of the penalty amount.

You may be able to perform or contribute to a Supplemental Environmental Project ("SEP"),
which is a project that benefits the environment, to offset a portion of your penalty. If you are
interested in performing a SEP, you must agree to the penalty amount and submit
a SEP proposal within 3o days of receipt of this proposed order.

For additional information about the types of SEPs available and eligibility

criteria, please go to the TCEQ’s web site link at http.//www.tceq.texas.gov/legal/sep/
or contact the Enforcement Coordinator listed below.

Please note that any agreements we reach are subject to final approval in accordance with
30 TEX. ADMIN. CODE § 70.10(a).

If we cannot reach a settlement of this enforcement action or you do not wish to
participate in this expedited process, we will proceed with enforcement under the
Commission's Enforcement Rules, 30 TEX. ADMIN. CODE ch. 70. Specifically, if the
signed order and penalty are not mailed and postmarked within 60 days from the
date of this letter, your case will be forwarded to the Litigation Division and this
settlement offer, including the penalty deferral, will no longer be available. The
enforcement process described in 30 TEX. ADMIN. CODE ch. 70 requires the staff to prepare and
issue an Executive Director’s Preliminary Report and Petition to the Commission. If you would
like to obtain a copy of 30 TEX. ADMIN. CODE ch. 70, or any other TCEQ rules, the rules
themselves and the agency brochure entitled Obtaining TCEQ Rules (GI-032) are located on our
agency website at http://www.tceq.texas.gov for your reference. If you would like a hard copy of
this brochure mailed to you, you may call and request one from the Central Office Publications
Ordering Team at (512) 239-0028.

App. 000119
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April 21, 2016

For any questions or comments about this matter or to arrange a meetmg, please contact Ms.
Abigail Llndsey of my staff at (512) 239-2576.

Sincerely,

= v Q/,
o By

mes Gradney, Manager
Enforcement Division
Texas Commission on Environmental Quality

JG/al

Enclosures:  Proposed Agreed Order, Return Envelope, Penalty Calculatlon Worksheet, Site
Compliance History '

ce: Mr. Larry Mitchell, Manager, Aqua Utilities, Inc. 1106 Clayton Lane, Suite 400W, Austin,
Texas 78723

App. 000120



TexAs CoMMISSION ON ENVIRONMENTAL QUALITY

IN THE MATTER OF AN BEFORE THE
ENFORCEMENT ACTION

CONCERNING TEXAS COMMISSION ON
AQUA UTILITIES, INC.

RN101250306 ENVIRONMENTAL QUALITY

AGREED ORDER
DOCKET NO. 2016-0445-PWS-E

I. JURISDICTION AND STIPULATIONS

On , the Texas Commission on Environmental Quality ("the
Commission" or "TCEQ") considered this agreement of the parties, resolving an enforcement
action regarding Aqua Utilities, Inc. (the "Respondent”) under the authority of TEX. HEALTH &
SAFETY CODE ch. 341. The Executive Director of the TCEQ, through the Enforcement Division,
and the Respondent together stipulate that:

1, The Respondent owns and operates a public water supply located 3 miles north of Texas
State Highway 29 on County Road 214 in Liberty Hill, Williamson County, Texas (the
"Facility"). The Facility provides water for human consumption, has approximately 241
service connections, and serves at least 25 people per day for at least 60 days per year.
As such, the Facility is a public water system as defined in 30 TEX. ADMIN. CODE
§290.38(69).

2. The Executive Director and the Respondent agree that the TCEQ has jurisdiction to enter
this Order pursuant to TEX. WATER CODE § 7.002 and TEX. HEALTH & SAFETY CODE
§ 341.049 and that the Respondent is subject to TCEQ’s jurisdiction. The TCEQ has
jurisdiction in this matter pursuant to TEX. WATER CODE § 5.013 and TEX. HEALTH &
SAFETY CODE § 341.031 because it alleges violations of TEX. HEALTH & SAFETY CODE ch.
341 and the rules of the TCEQ.

3. The occurrence of any violation is in dispute and the entry of this Order shall not
constitute an admission by the Respondent of any violation alleged in Section 11
("Allegations"), nor of any statute or rule.

4. An administrative penalty in the amount of $157 is assessed by the Commission in
settlement of the violations alleged in Section II ("Allegations"). The Respondent paid
$126 of the penalty and $31 is deferred contingent upon the Respondent’s timely and
satisfactory compliance with all the terms of this Order. The deferred amount shall be
waived only upon full compliance with all the terms and conditions contained in this
Order. If the Respondent fails to timely and satisfactorily comply with any of the terms
or requirements contained in this Order, the Executive Director may demand payment of
all or part of the deferred penalty amount.
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5. The Executive Director and the Respondent agree on a settlement of the matters alleged
in this enforcement action, subject to final approval in accordance with 30 TEX. ADMIN.
CODE § 70.10(a). Any notice and procedures, which might otherwise be authorized or
required in this action, are waived in the interest of a more timely resolution of the
matter.

6. The Executive Director may, without further notice or hearing, refer this matter to the
Office of the Attorney General of the State of Texas ("OAG") for further enforcement
proceedings if the Executive Director determines that the Respondent has not complied
with one or more of the terms or conditions in this Order.

7. This Order represents the complete and fully-integrated agreement of the parties. The
provisions of this Order are deemed severable and, if a court of competent jurisdiction or
other appropriate authority deems any provision of this Order unenforceable, the
remaining provisions shall be valid and enforceable.

8. This Order shall terminate five years from its effective date or upon compliance with all
the terms and conditions set forth in this Order, whichever is later.

I1. ALLEGATIONS

During an investigation conducted on March 10, 2016, an investigator documented that the
Respondent failed to provide a minimum well capacity of 0.6 gallon per minute ("gpm") per
connection, in violation of 30 TEX. ADMIN. CODE § 290.45(b)(1)(C)(i) and TEX. HEALTH & SAFETY
CODE § 341.0315(c). Specifically, the Facility has 241 connections and should have a minimum
well capacity of 144.6 gpm. However, the Facility was providing 104 gpm, which is a 28%
deficiency.

II1. DENIALS

The Respondent genetally denies each allegation in Section II ("Allegations").

#

IV. ORDERING PROVISIONS

NOW, THEREFORE, THE TEXAS COMMISSION ON ENVIRONMENTAL QUALITY ORDERS
that;

1. The Respondent is assessed a penalty as'set forth in"Section I, Paragraph 4. The
payment of this penalty and the Respondent’s compliance with all of the réequirements
set forth in this Order resolve only the allegations in Section II. The Commission shall
not be constrained in any manner from requiring cotrective action or penalties for
violations which are not raised here. Penalty payments shall be made payable to "TCEQ"
and shall be sent with the notation "Re: Aqua Utilities, Inc., Docket No. 2016-0445-
PWS-E" to:
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Financial Administration Division, Revenue Operations Section
Attention: Cashier’s Office, MC 214

Texas Commission on Environmental Quality

P.0O. Box 13088

Austin, Texas 78711-3088

2. The Respondent shall undertake the following technical requirements:

a. Within 180 days after the effective date of this Order, provide a minimun well

capacity of 0.6 gpm per connection, in accordance with 30 TEX. ADMIN. CODE
§ 290.45; and

b. Within 195 days after the effective date of this Order, submit written certification,
and include detailed supporting documentation including photographs, receipts,
and/or other records to demonstrate compliance with Ordering Provision No.
2.a. The certification shall be signed by the Respondent and shall include the
following certification language:

"I certify under penalty of law that I have personally examined and am
familiar with the information submitted and all attached documents, and
that based on my inquiry of those individuals immediately responsible for
obtaining the information, I believe that the submitted information is
true, accurate and complete. I am aware that there are significant
penalties for submitting false information, including the possibility of
fines and imprisonment for knowing violations."

The certification shall be submitted to:

Order Compliance Team

Enforcement Division, MC 149A

Texas Commission on Environmental Quality
P.0O. Box 13087

Austin, Texas 78711-3087

with a copy to:

Water Section Manager

Austin Regional Office

Texas Commission on Environmental Quality
P.O. Box 13087

Austin, Texas 78711-3087

3. All relief not expressly granted in this Order is denied.
4. The duties and provisions imposed by this Order shall apply to and be binding upon the
Respondent. The Respondent is ordered to give notice of this Order to personnel who

maintain day-to-day control over the Facility operations referenced in this Order.

5. The Executive Director may grant an extension of any deadline in this Order or in any
plan, report, or other document submitted pursuant to this Order, upon a written and
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substantiated showing of good cause. All requests for extensions by the Respondent
shall be made in writing to the Executive Director. Extensions are not effective until the
Respondent receives written approval from the Executive Director. The determination
of what constitutes good cause rests solely with the Executive Director. Extension
requests shall be sent to the Order Compliance Team at the address listed above.

6. This Order, issued by the Commission, shall not be admissible against the Respondent in
a civil proceeding, unless the proceeding is brought by the OAG to: (1) enforce the terms
of this Order; or (2) pursue violations of a statute within the Commission’s jurisdiction,
or of a rule adopted or an order or permit issued by the Commission under such a
statute.

7. This Order may be executed in separate and multiple counterparts, which together shall
constitute a single instrument. Any page of this Order may be copied, scanned, digitized,
converted to electronic portable document format ("pdf"), or otherwise reproduced and
may be transmitted by digital or electronic transmission, including but not limited to
facsimile transmission and electronic mail. Any signature affixed to this Order shall
constitute an original signature for all purposes and may be used, filed, substituted, or
issued for any purpose for which an original signature could be used. The term
"signature" shall include manual signatures and true and accurate reproductions of
manual signatures created, executed, endorsed, adopted, or authorized by the person or
persons to whom the signatures are attributable. Signatures may be copied or
reproduced digitally, electronically, by photocopying, engraving, imprinting,
lithographing, electronic mail, facsimile transmission, stamping, or any other means or
process which the Executive Director deems acceptable. In this paragraph exclusively,
the terms: electronic transmission, owner, person, writing, and written, shall have the
meanings assigned to them under TEX. BUS. ORG. CODE § 1.002.

8. The effective date of this Order is the date it is signed by the Commission. A copy of this
fully executed Order shall be provided to each of the parties.
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SIGNATURE PAGE

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

For the Commission Date

For the Executive Director Date

I, the undersigned, have read and understand the attached Order. I am authorized to agree to
the attached Order, and I do agree to the terms and conditions specified therein. I further
acknowledge that the TCEQ, in accepting payment for the penalty amount, is materially relying
on such representation.

I also understand that failure to comply with the Ordering Provisions, if any, in this order
and/or failure to timely pay the penalty amount, may result in:

. A negative impact on compliance history;

. Greater scrutiny of any permit applications submitted;
Referral of this case to the Attorney General’s Office for contempt, injunctive relief,
additional penalties, and/or attorney fees, or to a collection agency;
Increased penalties in any future enforcement actions;
Automatic referral to the Attorney General’s Office of any future enforcement actions;
and

. TCEQ seeking other relief as authorized by law.

In addition, any falsification of any compliance documents may result in criminal prosecution.

Signature ' Date

Name (Printed or typeli) o Title
Authorized Representative of
Aqua Utilities, Inc.

Instructions: Send the original, signed Order with penalty payment to the Financial Administration Division,
Revenue Operations Section at the address in Section IV, Paragraph 1 of this Order.

O  If mailing address has changed, please check this box and provide the new address below:
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Penalty Calculation Worksheet (PCW)

.

%

Policy Revision 4 (April 201-) . PCW Revision March 26, 2014

AR
,DATES Assigned| 28-Mar-2016

PCW/[ 30-Mar-2016 | Screening[29-Mar-2016 EPADue[ |

RESPONDENT/ FACILITY INFORMATION

Respondent|Aqua Utilities, Inc.

Reg. Ent. Ref. No.|RN101250306

Facility/Site Region|11-Austin ] Major/Minor Source|Major .
.CASE INFORMATION . , ‘
* ' Enf./Case ID No.[52090 No. of Violations|1 .
* Docket No.}|2016-0445-PWS-E . Order Type|[1660
Media Program(s)|Public Water Supply. . . Government/Non-Profit{No
Multi-Media : ‘ : Enf. Coordinator{Abigail Lmdsey
EC's Team |Enforcement Team 6

Admin. Penalty $ Limit Minimum Maximum $1,000

Penalty Calculation Section

TOTAL BASE PENALTY (Sum of violation base penalties) Subtotal 1| $150|
ADJUSTMENTS (+/-) TO SUBTOTAL 1 :

Subtotals 2-7 are obtained by muliplying the Total Base Penaity {Subtotal 1) by the indicated percentage.
‘ Compliance History . 5.0% _ Adjustment Subtotals 2, 3, & 7 . $7]
' Notes Enhancement for one NOV with same/similar violations, ‘

Culpability No ! 0,0%  Enhancement N Subtotal 4| . "$0|

Notes The Respondent does not meet the culpability criteria.

Good Faith Effort to Comply Total Adjustnients Subtotal 5 | soi

: Economlc Benefit . 0.0% Enhancement* Subtotal 6| $0]
Total EB Amounts *Capped at the Total EB $ Amount
1 Estimated Cost of Compliance{” 25030 | '
'SUM OF SUBTOTALS 1-7 , Final Subtotal | $157]
'OTHER FACTORS AS'JUSTICE MAY REQUIRE Adjustment | $0]
1 Reduces or enhances the Final Subtotaf by the Indicated percéntage. s . ’
4
Notes
Final Penaity Amount | $157]
'STATUTORY LIMIT ADJUSTMENT Final Assessed Penalty | - $i57l
DEFERRAL ’ 20.0% Reduction Adjustment[ -$31|
Reduces the Final Assessed Penalty by the sndicated percentage. (Enter number unly, e.0. 20 for 2000 reduction.}
Notes” Deferral offered for expedlted settlement.

PAYABLE PENALTY $126|
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Screening Date 29-Mar-2016 Docket No. 2016-0445-PWS-E PCW
Respondent Aqua Utilities, Inc. Policy Revision 4 (April 2014)
Case ID No. 52090 PCW Revision March 26, 2014
Reg. Ent. Reference No. RN101250306
Media [Statute] Public Water Supply
Enf. Coordinator Abigail Lindsey

Compliance History Worksheet
>> Compliance History Site Enhancement (Subtotal 2)

Component Number of... Number Adjust.
Written notices of violation ("NOVs") with same or similar violations as those in 1 59
NQVs the current enforcement action (number of NOVs meeting criteria ) °
Other written NOVs 0 0%
Any agreed final enforcement orders containing a denial of liability (number of 0 0%
orders meeting criteria) °
Orders Any adjudicated final enforcement orders, agreed final enforcement orders
without a denial of liability, or default orders of this state or the federal 0 0%

government, or any final prohibitory emergency orders issued by the commission

Any non-adjudicated final court judgments or consent decrees containing a denial
of liability of this state or the federal government (number of judgments or 0 0%

Judgments | copsent decrees meeting criteria )

angeccfgzsnt Any adjudicated final court judgments and default judgments, or non-adjudicated

final court judgments or consent decrees without 2 denial of liability, of this state 0 0%
or the federal government

Any criminal convictions of this state or the federal government (number of

i o
Convictions counts) 0 0%
Emissions |Chronic excessive emissions events {(number of events ) 0 0%
Letters notifying the executive director of an intended audit conducted under the
Texas Environmental, Health, and Safety Audit Privilege Act, 74th Legislature, 0 0%
Audits 1995 (number of audits for which notices were submitted)
Disclosures of violations under the Texas Environmental, Health, and Safety Audit
Privilege Act, 74th Legislature, 1995 (number of audits for which violations were 0 0%
disclosed )
Environmental management systems in place for one year or more No 0%
Voluntary on-site compliance assessments conducted by the executive director No 0%
Other under a special assistance program °
Participation in a voluntary pollution reduction program No 0%
Early compliance with, or offer of a product that meets future state or federal No 0%
government environmental requirements °

Adjustment Percentage (Subtotal 2)
>> Repeat Violator (Subtotal 3)

i N/A ] Adjustment Percentage (Subtotal 3)
>> Compliance History Person Classification (Subtotal 7)
[ satisfactory Performer | Adjustment Percentage (Subtotal 7)
>> Compliance History Summary
Compliance
History Enhancement for one NOV with same/similar violations.
Notes

Total Compliance History Adjustment Percentage (Subtotals 2, 3, & 7)

>> Final Compliance History Adjustment
Final Adjustment Percentage *capped at 100%
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Screening Date 25-Mar-2016 Docket No. 2016-0445-PWS-E PCW
Respondent Aqua Utllities, Inc. . Policy Revision 4 (April 2014)
Case ID No. 52090 PCW Revision March 26, 2014
Reg. Ent. Reference No. RN101250306 ’
Media [Statute] Public Water Supply

Enf. Coordinator Abgail Lindse
Violation Numbeér] 1 ﬂ
Rule Cite(s) 30 Tex. Admin. Code § 290.45(b)(1)(C){)) and Tex. Health & Safety Code
§ 341.0315(c)

Falled to provide a minimum well capacity of 0.6 gallon per minute ("gpm") per
connection, Specifically, the Faclitty has 241 connections and should have a
minimum well capacity of 144.6 gpm. However, the Facllity was providing 104
gpm, which is a 28% deficiency.

Violation Description

Base Penalty
>> Enwronmental Property and Human:Health: Matiik B eyt Tl v
Harm
. Release Major Moderate Minor
OR - Actual]] §

Ty

ol

Potential]] X Percent] 15.0%j

>>Programmat|c Matrix' , 5 .. 3. WEESAFET TR

Falsification Major ~ Moderate Minor '
no L I il | I | Percent
2 5 + .
rf - Matrix Failure to provide adequate well capacity could expose customers of the Facility to a significant
,;.‘J.,r Notes amount of contaminants that would not exceed levels protective of human health.
A
’A‘ ) o
e ’ , , ’ : . " Adjustment| £850]
$150
‘ &
Violation Events . TRt e : G LA R
Number of Violation Events— mwumber of violation days
~daty ! -
weekly A
monthly .
. fquarterly-* X Violation Base Penalty ) $150
semlannual :
annual
*s!ngle event X
One quarterly event is recommended.
‘Good Faith Efforts to Comply T 0.0%] o : Reduction
Before NOE/NOV NOE/NOV o EDPRP/Setﬂement Offér
Extraordinary
Ordinaryi
N/A| X
Not The Respondent does not meet the good faith criteria for|
otes this violation.
Violation Subtotal $150
.Economic Benefit {EB) for this violation; -.. , : 4, .. «<Statutory lelt Test
Estimated EB Amount| $568] Violation Final Penalty Total_

This violation Final Assessed Penalty (adjusted for limits)
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Economic Benefit Worksheet
Respondent Aqua Utilities, Inc.
Case ID No. 52090

Reg. Ent. Reference No, RN101250306

Media Public Water Supply ‘ Years of
Violation No. 1 Percent Interest Depreciation
15
Item Cost Date Required Final Date Yrs Interest Saved Onetime Costs EB Amount
Item Description
Delaved Costs

Equipment 0.0D 110 30 50
Bulidings 0.00 40 $0 $0

Other (as needed) ZS,ZEEIE i i-EE-ZEiE 1.62 $27 $541 $568
gineering/Constructi 0.00 0 40 $0
Land 0.00 $0 nia $0
Record Keeping System 0.00 $0 nfa 5D
Training/ pling 0,00 %0 nfa 30
Remadiation/Disposal D.00 $0 n/a £0
Permit Costs 0.00 $0 nia $0
Other (as needed) ,00 ;D nia $0

The delayed cost includeds the estimated amount to provide a minimum well capacity of 0.6 gpm per
Notes for DELAYED costs connection, calculated from the date the violation was Initially documented to the estimated date of
compllance.

Avoided Costs ANNUALIZE [1] avoided costs before entering Ttem {except for one-time avoided costs)

Disposal 0.00 $0 $0 $0
Personnel K $0 $0
Inspection/Reporting/ D.00 1D 50 %0
Supplles/ 0.00 $0 $0 30
Financial Assurance [2)] 0.00 $0 40 40
ONE-TIME avolded costs [3] 0.00 - 1¢] 0 $0
Other (as nesded) 0,00 [39) 20 50
Notes for AVOIDED costs
Approx. Cost of Compliance $5,000] TOTAL| $568]
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The TCEQ is committed to accessibility. i
To request a more accessible version of this report, please contact the TCEQ Help Desk at (512) 239-4357.
T

F %
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TCEQ Compliance History Report

PUBLISHED Compliance History Report for CN602787509, RN101250306, Rating Year 2015 which includes Compliance
History {CH) components from September 1, 2010, through August 31, 2015.

Customer, Respondent, CN602787509, Aqua Utilities, Inc. Classification: SATISFACTORY Rating: 5.94

or Owner/Operator:

Regulated Entity: RN101250306, SAN GABRIEL RIVER Classification: noT ApPLICABLE  Rating: n/A
RANCHES

Complexity Points: N/A Repeat Violator: N/A

CH Group: 14 - Other

Location: 3 miles north of Texas State Highway 29 on County Road 214 in Liberty Hill, Williamson County, Texas

TCEQ Region: REGION 11 - AUSTIN

ID Number(s):

PUBLIC WATER SYSTEM/SUPPLY REGISTRATION
2460046

Compliance History Period: September 01, 2010 to August 31, 2015  Rating Year: 2015 Rating Date: 09/01/2015
Date Cqmpliance History Repoﬂ; Prepared: March 31, 2016

Agency Decision Requiring Compliance History: Enforcement

Component Period Selected: March 30, 2011 to March 30, 2016

TCEQ Staff Member to Contact for Additional Information Regarding This Compliance History.
Name: Abigail Lindsey ' Phone: (512) 239-2576

Site and Owner/Operator History:

1) Has the site been in existence and/or operation for the full five year comf:oliance period? YES
2) Has there been a (known) change in ownership/operator of the site during the compliance period? NO
3) If YES for #2, who is the current owner/operator? N/A
4) If YES for #2, who was/were the prior N/A

owner(s)/operator(s)?

5) If YES, when did the change(s) in owner or operator N/A
occur?

Components (Multimedia) for the Site Are Listed in Sections A - J

A. Final Orders, court judgments, and consent decrees:
N/A

B. Criminal convictions:
N/A

C. Chronic excessive emissions events:
N/A

D. The approval dates of investigations (CCEDS Inv. Track. No.):
N/A

E. Written notices of violations (NOV) (CCEDS Inv. Track. No.):

A notice of violation represents a written allegation of a violation of a specific regulatory requirement from the commisps:ion t% 60130
PP.



regulated entity. A notice of violation is not a final enforcement action, nor proof that a violation has actually occurred.

1 Date: 09/30/2015  (1274902) CN602787509
Self Report? NO Classification; Moderate
Citation: 30 TAC Chapter 290, SubChapter D 290.45(b)(1)(C)(i)

Description:

F. Environmental audits:
N/A

30 TAC Chapter 290, SubChapter D 290.45(b)(1)(D)(i)

Fatlure to have two or more wells with a total capacity of 0.6 gpm per connection.
On the day of the investigation the wells were tested at 49 gpm and 55 gpm for a
total of 104 gpm. The system has 241 connections and needs at least 144.6 gpm
combined well capacity to meet the minimum requirement.

G. Type of environmental management systems (EMSs):

N/A

H. Voiuntary on-site compliance assessment dates:

N/A

I. Participation in a voluntary pollution reduction program:

N/A

J. Early compliance:
N/A

Sites Outside of Texas:
N/A
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/JW MJ'Z /(a’udﬂ({_/
Bryan W. Shaw, Ph.D., Chairman A 7 o0 J17/
Carlos Rubinstein, Conunissioner
Toby Baker, Commtissioner
Zak Covar, Executive Director

TExXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Pollution

October 10, 2012

CERTIFIED MAIL RETURN RECEIPT REQUESTED QFTER
! 1 4' 1‘\_/ j:.l'.,.l

Mr. Robert L. Laughman, President ‘ ] {}1 R M

Aqua Texas, Inc. 3 1 ' .

1106 Clayton Lane, Suite 400W L Yo

Austin, Texas 78723

Re: TCEQ Enforcement Action
Aqua Texas, Inc.
Docket No. 2012-0569-PWS-E

Dear Mr. Laughman:

Enclosed for your records is a fully-executed copy of the Agreed Order for the above-
referenced matter. ' ,

Should you have any questions, please contact Abigail Lindsey, the Enforcement
Coordinator assigned to this matter, at (512) 239-2576.

Sincerely,

Nelva Parho

Debra Barber
Enforcement Division

Enclosure

cc:  Abigail Lindsey, Enforcement Division
Public Water Supply Section Manager, Region 11

P.0O. Box 13087 * Austin, Texas 78711-3087 ¢ 512-230-1000 * tceq.texas.gov

How is our customer service?  tceg.texas.gov/customersurvey
printed on recycled paper
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Trxas CoMMISSION ON ENVIRONMENTAL QUALITY

IN THE MATTER OF AN § BEFORE THE

ENFORCEMENT ACTION §

CONCERNING § TEXAS COMMISSION ON

AQUA TEXAS, INC. §

RN100843143 § ENVIRONMENTAL QUALITY
AGREED ORDER

DOCKET NO. 2012-0569-PWS-E
I. JURISDICTION AND STIPULATIONS

On SEP 272012 , the Texas Commission on Environmental Quality ("the
Commission” or "TCEQ") considered this agreement of the parties, resolving an enforcement
action regarding Aqua Texas, Inc. ("the Respondent”) under the authority of TEX. HEALTH &
SAFETY CODE ch. 341. The Executive Director of the TCEQ, through the Enforcement Division,
and the Respondent together stipulate that:

1. The Respondent owns and operates a public water supply at 23350 Big Sandy\Drive in
Travis County, Texas (the “Facility”) that has approximately 203 service connections and
serves at least 25 people per day for at least 60 days per year.

2. The Executive Director and the Respondent agree that the Commission has jurisdiction
to enter this Agreed Order, and that the Respondent is subject to the Commission's
jurisdiction.

3. The Respondent received notice of the violations alleged in Section 1T ("Allegations") on
March 5, 2012. .

4. The occurrence of any violation is in dispute and the entry of this Agreed Order shall not

constitute an admission by the Respondent of any violation alleged in Section II
("Allegations™), nor of any statute or rule. .

5. An administrative penalty in the amount of Six Hundred Sixty-Five Dollars ($665) is
assessed by the Commission in settlement of the violations alleged in Section II
("Allegations”). The Respondent has paid Five Hundred Thirty-Two Dollars ($532) of
the administrative penalty and One Hundred Thirty-Three Dollars ($133) is deferred
contingent upon the Respondent’s timely and satisfactory compliance with all the terms
of this Agreed Order. The deferred amount will be waived upon full compliance with the
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terms of this Agreed Order. If the Respondent fails to timely and satisfactorily comply
with all requirements of this Agreed Order, the Executive Director may require the
Respondent to pay all or part of the deferred penalty.

6. Any notice and procedures which might otherwise be authorized or required in thJs
action, are waived in the interest of a more timely resolution of the matter.

7. The Executive Director and the Respo'ndent agree on a settlement of the matters alleged
in this enforcement action, subject to final approval in accordance with 30 TEX. ADMIN.
CODE § 70.10(a).

8. The Executive Director may, without further notice or hearing, refer this matter to the
Office of the Attorney General of the State of Texas ("OAG") for further enforcement
proceedings if the Executive Director determines that the Respondent has not complied
with one or more of the terms or conditions in this Agreed Order.

9. This Agreed Order shall terminate five years from its effective date or upon compliance
with all the terms and conditions set forth in this Agreed Order, whichever is later.

10.  The provisions of this Agreed Order are deemed severable and, if a court of competent
jurisdiction or other appropnate authorlty deems any provision of this Agreed Order
unenforceable, the remaining provisions shall be valid and enforceable.

¥ *

II. ALLEGATIONS

As owner and operator of the Fac1hty, the Respondent is alleged to have failed to provide
an elevated storage capac1ty of 100 gallons per connection or a pressure tank capacity of 20
gallons per connection, in violation of 30 TEX. ADMIN. CODE § 290.45(b)(1)(D)(iv) and TEX.
HEALTH & SAFETY CODE § 341.0315(c), as documented during an investigation conducted on
. May 20, 2011 and a record review conducted on February 24, 2012: Specifically, it was
documented that with 203 connections in the Big Sandy pressure plane, the Facility is required
to provide 20;300 gallons of elevated storage capacity. The elevated storage available at the
Facility was 10,000 gallons, which is 51% deficient.

III. DENIALS

The Respondent generally denies each allegation in Section II ("Allegations").

IV. ORDERING PROVISIONS
1. It is, therefore, ordered by the TCEQ that the Respondent pay an administrative penalty

as set forth in Section 1, Paragraph 5 above. The payment of this administrative penalty
and the Respondent’s comphance with all the terms and conditions set forth in this
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Agreed Order resolve only the allegations in Section II. The Commission shall not be
constrained in any manner from requiring corrective action or penalties for violations
which are not raised here. Administrative penalty payments shall be made payable to
"TCEQ" and shall be sent with the notation "Re: Aqua Texas, Inc., Docket No. 2012-
0569-PWS-E" to:

Financial Administration Division, Revenues Section
Attention: Cashier’s Office, MC 214

Texas Commission on Environmental Quality

P.O. Box 13088

Austin, Texas 78711-3088

It is further ordered that the Respondent shall undertake the following technical
requirements:

a. Within 240 days after the effective date of this Agreed Order, provide an elevated
storage capacity of 100 gallons per connection, in accordance with 30 TEX. ADMIN.
CODE § 290.45.

b. Within 255 days after the effective date of this Agreed Order, submit written

certification as described below, and include detailed supporting documentation
including photographs, receipts, and/or other records to demonstrate compliance
with Ordering Provision No. 2.a. The certification shall be notarized by a State of
Texas Notary Public and include the following certification language:

" certify under penalty of law that I have personally examined and am familiar
with the information submitted and all attached documents, and that based on
my inquiry of those individuals immediately responsible for obtaining the
information, I believe that the submitted information is true, accurate and
complete. I am aware that there are significant penalties for submitting false
information, including the possibility of fines and imprisonment for knowing
violations."

The certification shall be submitted to:

Order Compliance Team

Enforcement Division, MC 149A

Texas Commission on Environmental Quality
P.0. Box 13087 '
Austin, Texas 78711-3087

with a copy to:

Water Section Manager

Austin Regional Office

Texas Commission on Environmental Quality
2800 South TH 35, Suite 100

Austin, Texas 78704-5712
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3. The provisions of this Agreed Order shall apply to and be binding upon the Respondent.
The Respondent is ordered to give notice of the Agreed Order to personnel who maintain
day-to-day control over the Facility operations referenced in this Agreed Order.

4. The Executive Director may grant an extension of any deadline in this Agreed Order or in
any plan, report, or other document submitted pursuant to this Agreed Order, upon a
written and substantiated showing of good cause. All requests for extensions by the
Respondent shall be made in writing to the Executive Director. Extensions are not
effective until the Respondent receives written approval from the Executive Director.
The determination of what constitutes good cause rests solely with the Executive
Director, ‘ . '

5. This Agreed Order, issued by the Commission, shall not be-admissible against the
Respondent in a civil proceeding, unless the proceeding is brought by the OAG to: (1)
enforce the terms of this Agreed Order; or (2) pursue violations of a statute within the
Commission’s jurisdiction, or of a rule adopted or an order or permit issued by the
Commission under such a statute.

6. This Agreed Order may be executed in $eparate and multiple counterparts, which
together shall constitute a single instrument. Any page of this Agreed Order may be
copied, scanned, digitized, converted to electronic portable document format (“pdf”), or
otherwise reproduced and may be transmitted by digital or electronic transmission,
including but not limited to facsimile transmission and electronic mail. Any signature
affixed to this Agreed-Order shall constitute an original signature for all purposes and
may be used, filed, substituted, or issued for any purpose for which an original signature
could be used. The term “signature” shall include manual signatures and true and
accurate reproductions of manual signatures created, executed, endorsed, adopted, or
authorized by the person or persons to whom the signatures are attributable. Signatures
may be copied or reproduced digitally, electronically, by photocopying, engraving,
imprinting, lithographing, electronic mail, facsimile transmission, stamping, or any other
means or process which the Executive Director ‘deems acceptable. In this paragraph
exclusively, the terms “electronic transmission”, “owner”, “person”, “writing”, and
“written” shall have the meanings assigned to them under TEX. BuS. ORG. CODE § 1.002.

7. Under 30 TEX. ADMIN. CODE § 70.10(b), the effective date is the date of hand-delivery of

the Order to the Respondent, or three days after the date on which the Commission mails
notice of the Order to the Respondent, whichever is earlier.
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SIGNATURE PAGE

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

For the Commission

%/ﬂw/wgz 9/21/2012

For frﬁ Executive Director Date /

I, the undersigned, have read and understand the attached Agreed Order. I am authorized to
agree to the attached Agreed Order on behalf of the entity indicated below my signature, and I
do agree to the terms and conditions specified therein. Ifurther acknowledge that the TCEQ, in
accepting payment for the penalty amount, is materially relying on such representation.

I also understand that failure to comply with the Ordering Provisions, if any, in this order
and/or failure to timely pay the penalty amount, may result in:
. A negative impact on compliance history;
. Greater scrutiny of any permit applications submitted;
Referral of this case to the Attorney General’s Office for contempt, injunctive relief,
additional penalties, and/or attorney fees, or to a collection agency;
Increased penalties in any future enforcement actions;
Automatic referral to the Attorney General’s Office of any future enforcement actions;
and
. TCEQ secking other relief as authorized by law.
In addition, any falsificatjon of any compliance documents may result in criminal prosecution.

‘Eég QHZGJ v QY O
A DWML/L LM QA/M M Fresi dont

Name (Printed or typed) Title
Authorized Representative of
Aqua Texas, Inc.

Instructions: Send the original, signed Agreed Order with penalty payment to the Financial Administration
Division, Revenues Section at the address in Section IV, Paragraph 1 of this Agreed Order.
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Bryan W. Shaw, Ph.D., Chairman

Toby Baker, Commissioner

Jon Niermann, Comnmissioner

Richard A, Hyde, P.E., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY
Protecting Texas by Reducing and Preventing Polhition

December 8, 2015

Mr. Robert L. Laughman RECEIVED
President

Aqua Utilities, Inc. JAN 07 7016
762 West Lancaster Avenue .

Bryn Mawr, PA 19010-3489 TX ADMIN-AUSTIN

Re: TCEQ Enforcement Action
Aqua Utilities, Inc.
Docket No. 2015-0054-PWS-E

Dear Mr. Laughman:

Enclosed for your records is a fully‘executed copy of the Agreed Order for the above-
referenced matter.

Please review the enclosed Agreed Order, particularly the “Ordering Provisions” section,
to determine if further action will be reqmred of you, such as the completion of technical
requirements to achieve compliance.- When technical requirements are listed (usually
Ordering Provision No. 2 or 3), a deadline will be provided based on a specific number
of days after the effective date. The effective date is as stated in the enclosed Agreed
Order.

Should you have any questions, please contact Yuliya Dunaway, the Enforcement
Coordinator assigned to this matter, at (210) 403-4077.

#

Sincerely,

Candice Garrett
Enforcement Div@sion

Enclosure

cc:  Yuliya Dunaway, Enforcement Division
Public Water Supply Section Manager, Region 11

P.0. Box 13087 * Austin, Texas 78711-3087 * 512-23G-1000 * tceq.texas.gov .
_ —App. 000138
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IN THE MATTER OF AN § BEFORE THE

ENFORCEMENT ACTION 8

CONCERNING § TEXAS COMMISSION ON

AQUA UTILITIES, INC. 8

RN100843143 § ENVIRONMENTAL QUALITY
AGREED ORDER

DOCKET NO. 2015-0954-PWS-E
I. JURISDICTION AND STIPULATIONS

On D EC 04 2015 , the Texas Commission on Environmental Quality (“the
Commission” or "TCEQ") considered this agreement of the parties, resolving an enforcement
action regarding Aqua Utilities, Inc. ("Respondent") under the authority of TEX. HEALTH &
SAFETY CODE ch. 341. The Executive Director of the TCEQ, through the Enforcement Division,
and the Respondent together stipulate that:

1. The Respondent owns and operates a public water supply located at 14503 Round
Mountain Road near Leander, Travis County, Texas (the "Facility”) that has
approximately 577 service connections and serves at least 25 people per day for at least
60 days per year.

2, The Execulive Director and the Respondent agree that the Commission has jurisdiction
to enter this Agreed Order, and that the Respondent is subject to the Commission's
jurisdiction.

3. The Respondent received notice of the violations alleged in Section II ("Allegations™) on
June 15, 2015.

4. The occurrence of any violation is in dispute and the entry of this Agreed Order shall not
constitute an admission by the Respondent of any violation alleged in Section II
("Allegations™), nor of any statute or rule,

5. An administrative penalty in the amount of Two Hundred Ten Dollars ($210) is assessed
by the Commission in settlement of the violations alleged in Section II ("Allegations").
The Respondent has paid One Hundred Sixty-Eight Dollars ($168) of the administrative
penalty and Forty-Two Dollars ($42) is deferred contingent upon the Respondent’s
timely and satisfactory compliance with all the terms of this Agreed Order. The deferred

App. 000139




Aqua Utilities, Inc.
DOCKET NO. 2015-0954-PWS-E
Page 2

amount will be waived upon full compliance with the terms of this Agreed Order. If the
Respondent fails to timely and satlsfactonly comply with all requirements of this Agreed
Order, the Executive Director may require the Respondent to pay all or pait of the
deferred penalty.

6. Any notice and procedures, which might otherwise be authorized or required in this
action, are waived in the interest of a more timely resolution of the matter.

7. The Executive Director and the Respondent agree on a settlement of the matters alleged
in this enforcement action, subject to final approval in accordance with 30 TEX. ADMIN.
CODE § 70.10(a).

8. The Executive Director may, without further notice or hearing, refer this matter to the
Office of the Attorney General of the State of Texas ("OAG") for further enforcement
proceedings if the Executive Director determines that the Respondent has not complied
with one or more of the terms or conditions in this Agreed Order.

9. This Agreed Order shall terminate five years from its effective date or upon compliance
with all the terms and conditions set forth in this Agreed Order, whichever is later.

10.  The provisions of this Agreed Order are deemed severable and, if a court of competent
jurisdiction or other appropmate authomty deems any provision of this Agreed Order
unenforceable, the remaining provisions shall be valid and enforceable,

I1. ALLEGATIONS

As owner and operator of the Facility, the Respondent is alleged to have failed to provide
two or more wells having a total capacity of 0.6 gallons per minute ("gpm"}) per connection, in
violation of 30 TEX. ADMIN, CODE § 290.45(b)(1)(D)(i) and TEX. HEALTH & SAFETY CODE
§ 341.0315(c), as documented during a record review conducted on May 27, 2015. Specifically,
the Facility's 577 conncetions require a minimum production capacity of 346 gpm. However, it
was documented that only 252 gpm was provided, which is a 27% deficiency.

IT1. DENIALS

The Respondent generally denies each allegation in Section IT ("Allegations").

IV. ORDERING PROVISIONS

1. It is, therefore, ordered by the TCEQ that the Respondent pay an administrative penalty
as set forth in Section I, Paragraph 5 above, The payment of this administrative penalty
-and the Respondent’s compliance with all the terms and conditions set forth in this
Agreed Order resolve only the allegations in Section II. The Commission shall not be
constrained in any manner from requiring corrective action or penalties for violations
* which are not raised here, Administrative penalty payments shall be made payable to
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*TCEQ" and shall be sent with the notation "Re: Aqua Utilities, Inc., Docket No. 2015-
0954-PWS-E" to:

Financial Administration Division, Revenue Operations Section
Attention: Cashier’s Office, MC 214

Texas Commission on Environmental Quality

P.O, Box 13088

Austin, Texas 78711-3088

It is further ordered that the Respondent shall undertake the following technical
requirements:

- a, Within 540 days after the effective date of this Agreed Order, provide a minimum

well capacity of 0.6 gpm per connection, in accordance with 30 TEX. ADMIN. CODE
§ 290.45; and

b. Within 555 days after the effective date of this Agreed Order, submit written
certification as described below, and include detailed supporting documentation
including photographs, receipts, and/or other records to demonstrate compliance
with Ordering Provision No. 2.a. The certification shall be notarized by a State of
Texas Notary Public and include the following certification language:

"I certify under penalty of law that I have personally examined and am familiar
with the information submitted and all attached documents, and that based on
my inquiry of those individuals immediately responsible for obtaining the
information, I believe that the submitted information is true, accurate and
complete. I am aware that there are significant penalties for submitting false
information, including the possibility of fines and imprisonment for knowing
violations."

The certification shall be submitted to;

Order Compliance Team

Enforcement Division, MC 149A

Texas Commission on Environmental Quality
P.0. Box 13087

Austin, Texas 78711-3087

with a copy to:

Water Section Manager

Austin Regional Office

Texas Commission on Environmental Quality
P.0O. Box 13087

Austin, Texas 78711-3087

The provisions of this Agreed Order shall apply to and be binding upon the Respondent.
The Respondent is ordered to give notice of the Agreed Order to personnel who maintain
day-to-day control over the Facility operations referenced in this Agreed Order.
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4. The Executive Director may grant an extension of any deadline in this Agreed Order or in
any plan, report, or other document submitted pursuant to this Agreed Order, upon a
written and substantiated showing of good cause. All requests for extensions by the
Respondent shall be made in-writing to the Executive Director. Extensions are not
effective until the Respondent receives written approval from the Executive Director.
The détermination of what constitutes good cause rests solely with the Executive
Director.

5. This Agreed Order, issued by the Commission, shall not be admissible against the
Respondent in a civil proceeding, unless the proceeding is brought by the OAG to: (1)
enforce the terms of this Agreed Order; or (2) pursue violations of a statute within the
Commission’s jurisdiction, or of a rule adopted or an order or permit issued by the
Commission under such a statute.

6. This Agreed Order may be executed in separate and multiple counterparts, which
together shall constitute a single instrument. Any page of this Agreed Order may be
copied, scanned, digitized, converted to electronic portable document format ("pdf') or
otherwise reproduced and may be transmitted by digital or electronic tratismission,
including but not limited to facsimile transmission and electronic mail. Any signature
affixed to this Agreed Order shall constitute an original signature for all purposes and
may be used, filed, substituted, or issued for any purpose for which an original signature
could be used. The term "signature" shall include manual signatures and true and
accurate reproductions of manual signatures created, executed, endorsed, adopted, or
authorized by the person or persons to whom the signatures are attributable. Signatures
may be copied or reproduced digitally, electronically, by photocopying, engraving,
imprinting, lithographing, electronic mail, facsimile transmission, stampirig, or any
other means or process which the Executive Director deems acceptable. In this
paragraph exclusively, the terms "electronic transmission”, "owner", "person”, "writing",
and "written" shall have the meanings assigned to them under TEX. Bus. ORG. CODE

§ 1.002.

7. The effective date of this Order is the date it is signed by the Commission or the

Executive Director, A copy of this fully executed Order shall be provided to each of the
parties.
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SIGNATURE PAGE

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

For the Commission

Iy
A

Date

ixecutive Director

1, the undersigned, have read and understand the attached Agreed Order, I am authorized to
agree to the attached Agreed Order on behalf of the entity indicated below my signature, and I
do agree to the terms and conditions specified therein. I further acknowledge that the TCEQ, in
accepting payment for the penalty amount, is materially relying on such representation.

I also understand that failure to comply with the Ordering Provisions, if any, in this 01der
and/or failure to tlmely pay the penalty amount, may result in;
. A negative impact on compliance history;
. Greater scrutiny of any permit applications submitted;
Referral of this case to the Attorney General’s Office for contempt, injunctive rehef
additional penalties, and/or attorney fees, or to a collection agency;
Increased penalties in any future enforcement actions;
Automatic referral to the Attorney General’s Office of any future enforcement actions;
and
. TCEQ seeking other relief as authorlzed by law.
In addition, any falsification pf any compliance documents may result in criminal prosecution.

il Z

74&/&'0/_}

Slgnature Date
@ -
Ve fobect d,MQA/,M ~ Sres/iJer]
Name (Printed or typed) Title '

Authorized Representative of
Aqua Utilities, Inc.

Instructions: Send the original, signed Agreed Order with penalty payment to the Financial Administration
Division, Revenue Operations Section at the address in Section IV, Paragraph 1 of this Agreed Order.
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Target Information
Customers
Purchase price
Close Costs

Location:

Description of Service Area

Water
205
50,000
State TX
County Williamson

JR .

! Small water only distribution system Iocated adjacent to current Aqua systems.

Type of System:

‘Water only s

Proximity to nearest Aqua System:

Proxrmrty Less than 100 yards

P

: Pro Forma Assumptlons

i
1
]
i -

~ Exhibit B

AII costs are based on the Central Region per customer costs.

! Water is purchased from the MUD, no treatment necessary. Meter reading,

! purchased water and billing are the only marginal costs we expect for this

system addition.

Pleases note that this system addition does not result in any cash shortages
' Thati is, cash from customer billings will be sufficient to cover operations
! and maintenance costs for the first five years of operations.

Capital: P )
apita i Capltal Dlscussmn Meters and expected main replacement
i
L R - _ e - e e e
Number of Customers: Start Year 2 add Year 3 add Year 4 add
Water: 205
Total 205 0 0 0
Rates: MUD Rate
Water
Base . 37.42°°F°
Per 2.32
Per .
Per
Average Consumption: :_ll}QOQ’.OOﬂ 11,000
gAverage Monthiy, Water Bill:. ': . ,t_m ~62.94
rAverage Annual Biil: * I N 755 28
Average Annual Total Revenue w 154 832 40 : At Year 5

Purchase Water Agreement

11,000
2,255,000
12
27,060,000
2,706,000
29,766,000
2.12
63,104
57,000
120,104

Average Monthly use per customer
per month at 205 customers

Annual Water usage

10% water loss

Purchased Water

Per gallon

$ usage charge

Annual Base Fee {4,750 * 12)
Annual Purchased water cost

Target Information

Year 5 add

Brushy Rates
2.10 8 months
2.75 4 months
27.80
12.00

2.32 Average

500
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Water Pro Forma

A | B | c | D | £ | F | G I H
1 Capital per Customer 604 711 817 919 1,020
Z Year 1 Year 2 Year 3 Year 4 Year 5
| 3 | Purchase Price 50,000
[ 4 | Closing costs 0
_5__ Intitial Investment 50,000
6
(7]
——
z Capital 76,250 25,000 25,000 25,000 25,000
E Rate Base {on investment) 126,250 148,788 170,839 192,402 213,478
E Depreciation 2.0% {(2,462) (2,949) (3,437) (3,924) (4,412)
_%‘Sr Rate Base at Year End 123,788 145,839 167,402 188,478 209,066
E Initial Customer Count 205 205 205 205 205 205
_12 0 0 0 0
ﬁ_ Total Customers 205 205 205 205 205
20
z Customer Charge 37.42 37.42 37.42 37.42 37.42 37.42
_23_ Rate per 1000 Gallons 2.32 2.32 2.32 2.32 2.32 2.32
23 |
24
[ 75|
72% Average Monthly Billing per Customer 11,000 62.94 62.94 62.94 62.94 62.94
E Monthly Expected per customer billing 12,903 12,903 12,903 12,903 12,903
29
E Total Annual Billing 154,832 154,832 154,832 154,832 154,832
&
i Revenue 154,832 154,832 154,832 154,832 154,832
_33_ Annual Per customer 755.28 755.28 755.28 755.28 755.28
_Bi‘ Expenses:
i Operational {131,247) (131,581) (131,925) (132,280) {132,645)
36 Depreciation (2,462) (2,949) (3,437) (3,924) (4,412)
37
38
5]
_41 Operating Income 21,124 20,302 19,470 18,628 17,775
ﬁ
.ﬁ. Interest on LT Debt 5.1% 3,219 3,794 4,356 4,906 5,444
[ 43 |
| 44 | Income tax Fed 35.00% 6,267 5,778 5,290 4,803 4,316
45 | Income tax state 2.23% 399 368 337 306 275
46
[47] Net Income 11,239 10,362 9,487 8,613 7,740

Water Pro Forma
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Scenario

Distribution system cost

Number of customers per year

New Meters
Line replacement

Water Capital

205 0 0 0 0 205
Year1 Year 2 Year 3 Year 4 Year 5
51,250
25,000 25,000 25,000 25,000 25,000
76,250 25,000 25,000 25,000 25,000
Water Capital
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Exhibit C

AQUA TEXAS, INC.

Austin, Texas

DEPRECIATION STUDY
CALCULATED ANNUAL DEPRECIATION ACCRUALS

RELATED TO UTILITY PLANT

AS OF DECEMBER 31, 2010

GANNETT FLEMING, INC. - VALUATION AND RATE DIVISION

Harrisburg, Pennsylvania
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@ Gannett Fleming

Excellence Delivered As Promised

January 3, 2012

Aqua Texas, Inc.
1106 Clayton Lane, Suite 400W
Austin, TX 78723

Attention Stan F. Szczygiel
Manager of Rates and Planning

Ladies and Gentlemen:

Pursuant to your request, we have conducted a depreciation study related to the
water plant of Aqua Texas, Inc. as of December 31, 2010, The attached report presents
a description of the methods used in the estimation of depreciation, the summary of annual
and accrued depreciation, the statistical support for the life and net salvage estimates and
the detailed tabulations of annual and accrued depreciation.

Respectfully submitted,

GANNETT FLEMING, INC.-

Yt} Ao

JOHN J. SPANOS
Vice President
Valuation and Rate Division

JJS:krm

054668

Gannett Fleming, Inc.
Valuation and Rate Division.

PO Box 67100 » Harrisburg, PA 17106-7100 - 207 Senate Avenue « Camp Hill, PA 17011-2316

t. 717.763.7211 - f: 717.763.4590 App. 000148";"""‘:‘
-

www.gannettfleming.com « www.gfvrd.com
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AQUA TEXAS, INC.
DEPRECIATION STUDY
CALCULATED ANNUAL DEPRECIATION ACCRUALS:

RELATED TO UTILITY PLANT
AS OF DECEMBER 31, 2010

PARTI. INTRODUCTION
SCOPE *
This report presents the results of the depreciation study prepared for Aqua Texas,
Inc. as applied to water plant in service as of December 31, 2010. It relates to the
concepts, methods, and basic judgments which underlie recommended annual
depreciation accrual rates related to current utility plant in service.
i The service life and net salvage estimates resulting from the study weré based on
informed judgment which incorporated analyses of historical plant retirement data as
recorded through 2010; a review of Company practice and outlook as they relate to plant

operation and retirement; and consideration of current practice in the water industry,

including knowledge of service life and salvage estimates used for other water properties.

PLAN OF REPORT

. Part |, Introduction, includes brief statements of the scope and basis of the
study. Part Il presents descriptions of the methods used in the service life and salvage
studies and the methods and procedures used in the calculation of depreciation. Part Il|
presents the results of the study, including summary tables, survivor curve charts and life
tables resulting from the retirement rate method of analysis, tabular results of the historical
net salvage analyses, and detailed tabulations of the calculated remaining lives and annual

accruals.
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BASIS OF STUDY
Depreciation

For most accounts, the annual depreciation was calculated by the straight line
method, using the average service life procedure and the remaining life basis. For certain
General Plant accounts, the annual depreciation was based on amortization accounting.
The calculated remaining lives and annual depreciation accrual rates were based on
attained ages of plant in service and the estimated service life and salvage characteristics
of each depreciable group.
Survivor Curve Estimates

The procedure for estimating survivor curves, which define service lives and
remaining lives, consisted of compiling historical service life data for the plant accounts or
other depreciable groups, analyzing the historical data base through the use of accepted
techniques, and forecasting the survivor characteristics for each depreciable account or
group. These forecasts were based on interpretations of the historical data analyses and
the probable future. The combination of the historical data and the estimated future trend
yields a complete pattern of life characteristics, i.e., a survivor curve, from which the
average service life and remaining service life are derived.

The historical data analyzed for life estimation purposes were compiled through
2010 from the Company's plant accounting records. Such data included plant additions,
retirements, transfers and other activity recorded by the Company for each of its plant
accounts and subaccounts.

The estimates of net salvage incorporated a review of experienced costs of removal
and salvage related to plant retirements, and considerations of trends exhibited by the

historical data. Each component of net salvage, i.e., cost of removal and salvage was

-3
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stated in dollars and as a percent of retirement for purposes of estimating average future
levels of the components, as well as of net salvage.

An understanding of the function of the plant and information with respect to the
reasons for past retirements and the expected causes of future retirements was obtained
through field trips and discussions with operating and management personnel. The
supplemental information obtained in this mannérwas considered in the interpretation and

extrapolation of the statistical analyses.

Calculation of Depreciation

The depreciation accrual rates were calculated using the straight line rﬁethod, the
remaining life basis, and the average service life depreciation procedure. The change to
amortization accounting for certain accounts is recommended because of the
disproportionate plant accounting effort required when compared to the minimal original
cost of the large number of items in these accounts. An explanation of.the calculation of

annual and accrued amortization is presented on page 11-28 of the report.
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PART Il. METHODS USED IN
THE ESTIMATION OF DEPRECIATION

DEPRECIATION

Depréeciation, in public utility regulation, is the loss in service value not restored by
current repairs or ‘covered by insurance.

Depreciation as used in accounting is a method of distributing fixed capital costs,
less net salvage, over a period of tinie by allocating annual amounts to expense. Each
annual amount of such depreciation expense is part of that year's total cost of providing
utility service. Normally, the period of time over which the fixed capital cost is allocated to
the cost of service is equal to the period of time over which an item renders service, that
is, the item's service life. The most prevalent method of allocation is to distribute an equal
amount of cost to each year of service life. This method is known-as the straight line
method of depreciation.

The calculation of annual depreciation based on the straight line method requires
the estimation of average life and salvage. These subjects are discussed in the sections*

which follow.

SERVICE LIFE AND NET SALVAGE ESTIMATION
Average Service Life ‘

The use of an average service life for a property group implies that the various units
in the group have different lives. Thus, the average life may be obtained by.determining
the s;eparate lives of each of the units, or by constructing a survivor curve by plotting the
number of units which survive at succéssive ages. Adiscussion of the general concépt of

L]

survivor curves is presented. Also, the lowa type survivor curves are reviewed.

-2 '
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Survivor Curves

The survivor curve graphically depicts the amount of property existing at each age
throughout the life of an original group. From the survivor curve, the average life of the
group, the remaining life expectancy, the probabie life, and the frequency curve can be
calculated. In Figure 1 a typical smooth survivor curve and the derived curves are
illustrated. The average life is obtained by calculating the area under the survivor curve,
from age zero to the maximum age, and dividing this area by the ordinate at age zero. The
remaining life expectancy at any age can be calculated by obtaining the area under the
curve, from the observation age to the maximum age, and dividing this area by the percent
surviving at the observation age. For example, in Figure 1 the remaining life at age 30
years is equal to the crosshatched area under the survivor curve divided by 29.5 percent
surviving at age 30. The probable life at any age is developed by adding the age and
remaining life. If the probable life of the property is calculated for each year of age, the
probable life curve shown in the chart can be developed. The frequency curve presents
the number of units retired in each age interval and is derived by obtaining the differences
between the amount of property surviving at the beginning and at the end of each interval.

lowa Type Curves. The range of survivor characteristics usually experienced by
utility and industrial properties is encompassed by a system of generalized survivor curves
known as the lowa type curves. There are four families in the lowa system, labeled in
accordance with the location of the modes of the retirements in relationship to the average
life and the relative height of the modes. The left moded curves, presented in Figure 2, are
those in which the greatest frequency of retirement occurs to the left of, or prior to, average
service life. The symmetrical moded curves, presented in Figure 3, are those in which the

greatest frequency of retirement occurs at average service life. The right moded curves,

App. 000157
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presented in Figure 4, are those in which the greatest frequency occurs to the right of, or
after, average service life. The origin moded curves, presented in Figure 5, are those in
which the greatest frequency of retirement occurs at the origin, or immediately after age
zero. The letter designation of each family of curves (L, S, R or O) represents the location
of the mode of the associated frequency curve with respect to the average service life. The
numbers represent the relative heights of the modes of the frequency curves within each
family.

The lowa curves were developed atthe lowa State College Engineering Experiment
Station through an extensive process of observation and classification of the ages at which
industrial property had been retired. A report of the study which resulted in the
classification of property survivor characteristics into 18 type curves, which constitute three
of the four families, was published in 1935 in the form of the Experiment Station's Bulletin
125." These type curves have also been presented in subsequent Experiment Station
bulletins and in the text, "Engineering Valuation and Depreciation."? In 1957, Frank V. B.
Couch, Jr., an lowa State College graduate student, submitted a thesis® presenting his
development of the fourth family consisting of the four O type survivor curves.

Retirement Rate Method of Analysis

The retirement rate method is an actuarial method of deriving survivor curves using

the average rates at which property of each age group is retired. The method relates to

'Winfrey, Robley. Statistical Analyses of Industrial Property Retirements. lowa
State College, Engineering Experiment Station, Bulletin 125. 1935,

*Marston, Anson, Robley Winfrey and Jean C. Hempstead. Engineering Valuation
and Depreciation, 2nd Edition. New York, McGraw-Hill Book Company. 1953.

®Couch, Frank V. B., Jr. "Classification of Type O Retirement Characteristics of
Industrial Property.” Unpublished M.S. thesis (Engineering Valuation). Library, lowa State
College, Ames, lowa. 1957,
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property groups for which aéed accounting experience is available or for which aged
accounting experience is developed by statistically aging unaged amounts and is the
method used to develop the original stub survivor curves in this study: The method (also
known as the annual rate method) is illustrated through the use of an example in the
following text, and is also explained in several publications, including "Statistical Analyses
of Industrial Property Retirements," "Engineering Valuation and Depreciation,"® and
"Depreciation Systems."®

The average rate of retirement used in the calculation of the percent surviving for
the survivor curve (life table) requires two sets of data: first, the property retired during a
period of observation, identified by the property's age at retirement; and second, the
property exposed to retirement at the beginnings of the age intervals during the same

period. The period of observation is referred to as the experience band, and the band of

years which represent the installation dates of the property exposed to retirement* during
the experience band is referred to as the placement band. An example of the calculations
used in the development of a life table follows. The example includes schedules of annual
aged property transactions, a schedule of plant exposed to retirement, a life table, ahd
illustrations of smoothing the stub survivor curve.

Schedules of Annual Transactions in Plant Records. The property group used to

illustrate the retirement rate method is observed for the experience band 2001-2010 during
which there were placements during the years 1996-2010. In order to illustrate the

summation of the aged data by age interval, the data were compiled in the-manner

‘“Winfrey, Robley, Supra Note 1.
*Marston, Anson, Robley Winfrey, and Jean C. Hempstead, Supra Note 2.

*Wolf, Frank K. and W. Chester Fitch. Depreciation Systems. lowa State University
Press. 1994
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presented in Tables 1 and 2 on pages 11-12 and 1I-13. In Table 1, the year of installation
(year placed) and the year of retirement are shown. The age interval during which a
retirement occurred is determined from this information. In the example which follows,
$10,000 of the dollars invested in 1996 were retired in 2001. The $10,000 retirement
occurred during the age interval between 4%2 and 5%z years on the basis that approximately
one-half of the amount of property was installed prior to and subsequent to July 1 of each
year. Thatis, on the average, property installed during a year is placed in service at the
midpoint of the year for the purpose of the analysis. All retirements also are stated as
occurring at the midpoint of a one-year age interval of time, except the first age interval
which encompasses only one-half year.

The total retirements occurring in each age interval in a band are determined by
summing the amounts for each transaction year-installation year combination for that age
interval. For example, the total of $143,000 retired for age interval 42-5% is the sum of
the retirements entered on Table 1 immediately above the stairstep line drawn on the table
beginning with the 2001 retirements of 1996 installations and ending with the 2010
retirements ofthe 2005 installations. Thus, the tatal amount of 143 for age intervai 442-5%

equals the sum of:

10+12+13+11+13+13+15+17 + 19 + 20.

In Table 2, other transactions which affect the group are recorded in a similar
manner. The entries illustrated include transfers and sales. The entries which are credits

to the plant account are shown in parentheses. The items recorded on this schedule are

1-11 App. 000165
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not totaled with the retirements but are used in developing the exposures at the beginning
of each age interval.

Schedule of Plant Exposed to Retir_ement. The development of the amount of plant
exposed to retirement at the beginning of each age interval is illustrated in Table 3 on page
N-15.

The surviving plant at the beginning of each year from 2001 through 2010 is recorded
by year in the portion of the table headed "Annual Survivors at the Beginning-of the Year."
The last amount entered in each column is the amount of new plant added to the group
during the year. The amounts entered in Table 3 for each successive year following the
beginning balance or addition are obtained by addingor subtracting the net entries shown
on Tables 1 and 2. For the purpose of determining the plant exposed to retirement,

5

transfers-in are considered as being exposed to retirement in this group at the beginning

of the year in which they occurred, and the sales and transfers-out are considered to be’

removed from the plant exposed to retirement at the beginning of the following year. Thus,

the amounts of plant shown at the beginning of each year are the amounts of plant from
each placement year considered to be exposed to retirement at the beginning of each
successive transaction year. For example, the exposures for the installation year 2006 are

calculated in the following manner:

Exposures at age 0 = amount of addition = $750,000
Exposures at age ¥ = $750,000 - $ 8,000 = $742,000
Exposures at age 1% = $742,000 - $18,000 = $724,000
Exposures at age 22 = $724,000 - $20,000 - $19,000 = $685,000
Exposures at age 3% = $685,000 - $22,000 _ = $663,000

For the entire experience band 2001-2010, the total exposures at the beginning of an

age interval are obtained by summing diagonally ina manner similar to the summing

1-14 App. 000168
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of the retirements during an age interval (Table 1). For example, the figure of 3,789, shown

as the total exposures at the beginning of age interval 4%:-5%, is obtained by summing:
255 + 268 + 284 + 311 + 334 + 374 + 405 + 448 + 501 + 609.

Original Life Table. The original life table, illustrated in Table 4 on page 1I-17, is
de_velbped from the tota]s shown on the schedules of retirements and exposures, Tables
1and 3, respectively. The exposures at the beginning of the age interval are obtained from
the corresponding age interval of the exposure schedule, and the retirements during the
age interval are obtained from the corresponding age interval of the retirement schedule.
The retirement ratio is the result of dividing the retirements during the age interval by the
exposures at the beginning of the age interval. The percent surviving at the beginning of
each age interval is derived from survivor ratios, each of which equals one minus the
retirement ratio. The percent surviving is developed by starting with 100% at age zéro and

‘suc:cessively multiplying the percent .surviving at the beginning of each interval by the
survi(zor ratio, i.e., one minus themretirement ratio for that age interval. The calculations

necessary to determine the percent surviving at age 5% are as follows:

Percent surviving at age 4% 88.15
Exposures at age 4% 3,789,000
Retirements from age 42 to 5% 143,000

Retirement Ratio 143,000 + 3,789,000 = 0.0377
Survivor Ratio 1.000 - 0.0377 = 0.9623
Percent surviving at age 5% (88.15) x (0.9623) = 84.83

The totals of the exposurés and retirements (columns 2 and 3) are $shown for the
purpose of checking with the respective totals in Tables 1 and 3. The ratio of the total

retirements to the total exposures, other than for each age interval, is meaningless.

App. 000170
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TABLE 4. ORIGINAL LIFE TABLE

CALCULATED BY THE RETIREMENT RATE METHOD

Experience Band 2001-2010

Placement Band 1996-2010

(Exposure and Retirement Amounts are in Thousands of Dollars)

Age at Exposures at  Retirements
Beginning of  Beginning of  During Age  Retirement Survivor
Interval Age Interval Interval Ratio Ratio

(1) (2) 3) (4) ®)
0.0 7,490 80 0.0107 0.9893
0.5 6,579 153 0.0233 0.9767
1.5 5,719 151 0.0264 0.9736
2.5 4,955 150 0.0303 0.9697
3.5 4,332 146 0.0337 0.9663
45 3,789 143 0.0377 0.9623
55 3,057 131 0.0429 0.9571
6.5 2,463 124 0.0503 0.9497
7.5 1,952 113 0.0579 0.9421
8.5 1,503 105 0.0699 0.9301
9.5 1,097 93 0.0848 0.9152

10.5 823 83 0.1009 0.8991

11.5 531 64 0.1205 0.8795

12.5 323 44 0.1362 0.8638

13.5 167 _26 0.1557 0.8443

Total 44,780 1,606

Column 2 from Table 3, Column 12, Plant Exposed to Retirement.
Column 3 from Table 1, Column 12, Retirements for Each Year.

Column 4 = Column 3 divided by Column 2.
Column 5= 1.0000 minus Column 4.

Percent
Surviving at
Beginning of
Age Interval

(6)

100.00
98.93
96.62
94.07
91.22
88.15
84.83
81.19
77.11
72.65
67.57
61.84
55.60
48.90
42.24
35.66

Column 6 = Column 5 multiplied by Column 6 as of the Preceding Age interval.

-17
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The original survivor curve is plotted from the original life table (column 6, Table 4).
When the curve terminates at a percent surviving greater than zero, it is called a stub
survivor curve. Survivor curves developed from retirgment rate studies generally are stub
curves.

Smoothing the Original Survivor Curve. The smoothing of the original survivor curve
eliminates any irregularities and serves as the basis for the preliminary extrapolation to
zero percent surviving of the original stub curvé. Even if the original survivor curve is
complete from 100% to zero percent’, it is desirable to eliminate any irregularities as there
is still an extrapolation for the vintages which have not yet lived to the age at which'the
curve reaches zero percent. In this study, the smoothing of the original curve with estab-
lished type curves was used to eliminate irregularities in the origi'nal curve.

The lowa type curves are used in this study to smooth those original stub curves
which are expressed as percents surviving at ages in years. Each originalhsurvivor curve
was compared to the lowa curves using visual and mathematical matching in order to
determine the better fitting smooth curves. In Figu}es 6, 7, and 8 the original curve
developed in Table 4 is compared with the L, S, and R lowa type curves which most nearly
fit the original survivor curve. In Figure 6 the L1 curve with an average life between 12 and
13 years appears to be the best fit. in Figure 7 the SO type curve with a 12-year average
life appears to be the best fit and appears to be better than {he L1 fitting. In Figure 8 the
R1 type curve with a 12-year average life appears to be the best fit énd appears to be
better than either the L1 or the S0. In Figure 9 the three fittings, 12-L1, 12-S0, and 12-R1
are drawn for comparison purposes. ‘It is probable that the 12-R1 lowa curve would be
selected as the most representative of ‘the plotted survivor characteristics of the group,

assuming no contrary relevant factors external to the analysis of historical data.

1-18 App. 000172
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Service Life Considerations

The service life estimates were based on judgment which considered a number of
factors. The primary factors were the statistical analyses of data; current company policies
and outlook as determined during field reviews of the property and other conversations with
management; and the survivor curve estimates from previous studies of this company and
other water companies.

For some of the plant accounts and subaccounts, the statistical analyses resulted
in good to excellent indications of significant survivor patterns. Generally, the information
external to the statistics led to no significant departure from the indicated survivor curves

for the accounts listed below.

Account No. Account Description
304.30 Structures and Improvements - Water Treatment
311.20 Pumping Equipment - Source of Supply and Pumping
320 Water Treatment Equipment
330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installations
335 Fire Hydrants

Accounts 333.0, Services, is used to illustrate the manner in which the study was
conducted for the accounts in the preceding list. Aged plant accounting data have been
compiled for the years through 2010. These data have been coded according to account
or property group, type of transaction, year in which the transaction took place, and year
in which the utility plant was placed in service. The retirements, other plant transactions
and plant additions were analyzed by the retirement rate method.

The survivor curve estimate for this account is the 27-S1.5 and is based on the
statistical indication for the period 1998 through 2010. The 27-§1.5 is an excellent fit of

the significant portion of the original survivor curve as set forth on page 111-49, is consistent

App. 000177
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with management outlook for a continuqfion of the historical experience and is within the
typical service life range of 25 to 40 years for water services.

Amortization accounting is proposed for certain Ger;eral Plant accounts that
represent numerous units of property, but a small portion of the depreciable plant in
service. These accounts represent approximately 4 percent of total utility plant. A
discussion of the basis for the amortization periods is presented in the section “Calculation
of Annual and Accrued Amortization”.

Generally, the estimates for the remaining accounts were based on judgments
which considered the nature of the plant and equipment, the previous estimate for this
company and a general knowledge of service lives for similar equipment in other utility

companies.

Salvage Analysis

The estimates of net salvage were based in part on historical data compiled for the
years 2005 through 2016. Cost of removal and salvage were expressed as percénts of the
original cost of plant retired; both on ;nnua;l and three-year moving average bases. The
most recent five-year average also was calculated for consideration. Tl;e net salvage
estimates are expressed as a percent of the original cost of plant retired.

Net Salvage Considerations

The estimates of salvage were based primarily on judgment which considered a
number of factors. The primary factors were the analyses of historical data; a knowledge
of management's plans and operating policies; and net salvage estimates from previous
studies of this company and other water companies. The accounts for which the historical
analyses were representative of expectations for future net salvage levels are presented
below:

App. 000178
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304.2  Structures and improvements - Source of Supply and Pumping
304.3  Structures and Improvements - Water Treatment

304.5  Structures and Improvements - General

307 Wells and Springs

309 Supply Mains

341 Transportation Equipment

Account 307, Welis and Springs, is used to illustrate the manner in which the study
was conducted for the accounts in the preceding list. Depreciation reserve accounting data
were compiled for the years 2005 through 2010. These data include the retirements, cost
of removal and gross salvage.

The net salvage estimate for this account is negative 5 percent and is based in part
on the cost of removal and salvage percents shown in the tabulation on page 1lI-75. Cost
of removal as a percent of the original cost retired has been minimal during the experience
as a percentage of plant retired. The overall and most recent five-year bands averaged
1 and 3 percent removal cost, respectively. Gross salvage has been zero during the six-
year period. The negative 5 percent net salvage estimate is based on the overall cost of
removal and gross salvage percent and the net salvage percent of other water companies.

Generally, the net salvage estimates for the remaining accounts were based on
judgments which considered the nature of the plant and equipment, reviews of available

historical data, and a general knowledge of net salvage percents for similar equipment in

other water companies.
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CALCULATION OF ANNUAL AND ACCRUED DEPRECIATION

After the survivor curve and salvage are estimated, the annual depreciation accrual
rate can be calculated. In the average service life procedure, the annual accrual rate is
computed by the following equation:

(100% - Net Salvage, Percent)
Average Service Life '

Annual Accrual Rate, Percent =

The calculated accrued depreciation for each depreciable property group represents
that portion of the depreciable cost of the group which will not be allocated to expense
through future depreciation accruals, if current forecasts of life characteristics are used as
a basis for straight line depreciation accounting.

The accrued depreciation calculation consists of applying an appropriate rat.io tothe
surviving original cost of each vintage of each account, based upon the attained age and

the estimated survivor curve. The accrued depreciation ratios are calculated as follows:

_ Average Remaining Life Expectancy ) (1

Ratio = (1 - .
Average Service Life

- Net Salvage, Perceént).

The application of these procedures is described for a single unit of property and

a group of property units. Salvage is omitted from the deécription for ease of application.

Single Unit of Property

The calculation of straight line depreciation for a single unit of property is straightforward.
For example, if a $1,000 unit of property attains an age of four years and has a life

expectancy of six years, the annual accrual over the total life is:

$1,000

. = $100 per year,
4+ 6) per y
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The accrued depreciation is:

$1.000 (1 - -2y = $400.
10

Group Depreciation Procedures

When more than a single item of property is under consideration, a group procedure
for depreciation is appropriate because normally all of the items within a group do not have
identical service lives, but have lives that are dispersed over a range of time. There are
two primary group procedures, namely, average service life and equal life group.

Remaining Life Annual Accruals. For the purpose of calculating remaining life

accruals as of December 31, 2010, the depreciation reserve for each plant account is
allocated among vintages in proportion to the calculated accrued depreciation for the
account. Explanations of remaining life accruals and calculated accrued depreciation
follow. The detailed caiculations as of December 31, 2010, are set forth in the Results of
Study section of the report.

Average Service life Procedure. In the average service life procedure, the
remaining life annual accrual for each vintage is determined by dividing future book
accruals (original cost less book reserve) by the average remaining life of the vintage. The
average remaining life is a directly weighted average derived from the estimated future
survivor curve in accordance with the average service life procedure.

The calculated accrued depreciation for each depreciable property group represents
that portion of the depreciable cost of the group which would not be allocated to expense
through future depreciation accruals, if current forecasts of life characteristics are used as
the basis for such accruals. The accrued depreciation calculation consists of applying an

appropriate ratio to the surviving original cost of each vintage of each account, based upon

-27
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the attained age and service life. The straight line accrued depreciétion ratios are

calculated as follows for the average service life procedure:

Average Remaining Life

Ratio = 1 - - :
Average Service Life

CALCULATION OF ANNUAL AND ACCRUED AMORTIZATION

Amortization is the gradual extinguishment of an amount in an account by
distributing such amount over a fixed period, over the life of the asset or liability to which
it applies, or over the period during which it is anticipated the benefit will be realized.
Normally, the distribution of the amount is in equal amounts to each year. of the
amortization period.

The calculation of annual and accrued amortization requires the selection of an
amortization period. The amortization periods used in this report were based on judgment
which incorporated a consideration of the period during which the assets will render most
of their service, the amortization period and service lives used by other utilities, and the
service life estimates previously used for the asset under depreciation accounting.

Amortization accounting is proposed for certain General Plant accounts that
represent numerous units of property, but a very small portion of depreciable utility plant

in service. The accounts and their amortization periods are as follows:

Amortization

Period,

Account Years .
340.00 Office Furniture and Equipment 10
343.00 Tools, Shop and Garage Equipment 20
344.00 Laboratory Equipment 15
346.00 Communication Equipment 15
347.00 Miscellaneous Equipment 15
348.00 Other Tangible Property 20



The calculated accrued amortization is equal to the original cost multiplied by the
ratio of the vintage's age to its amortization period. The annual amortization amount is

determined by dividing the original cost by the period of amortization for the account.
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PART Ill. RESULTS OF STUDY

QUALIFICATION OF RESULTS

The calculated annual depreciation accrual rates are the principal results of the
study. Continued surveillance and periodic revisions are normally required to maintain
continued use of appropriate annual depreciation accrual rates. An assumption that
accrual rates can remain unchanged over a long period of time implies a disregard for the
inherent variability in service lives and salvage and for the change of the composition of
property in service. The annual accrual rates were calculated in accordance with the
straight line remaining life method of depreciation using the average service life procedure
based on estimates which reflect considerations of current historical evidence and
expected future conditions.

The annual depreciation accrual rates are applicable specifically to the water plant
in service as of December 31, 2010. For most plant accounts, the application of such rates
to future balances that reflect additions subsequent to December 31, 2010, is reasonable

for a period of three to five years.

DESCRIPTION OF STATISTICAL SUPPORT

The service life and salvage estimates were based on judgment which incorporated
statistical analyses of retirement data, discussions with management and consideration of
estimates made for other water utility companies. The results of the statistical analyses
of service life are presented in the section titled "Service Life Statistics".

The estimated survivor curves for each account are presented in graphical form.

The charts depict the estimated smooth survivor curve and original survivor curve(s), when

-2
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applicable, related to éach specific group. For groups where the original survivor curve
was plotted, the calculation of the original life table is also presented. 3
The analyses of salvage data are presented in the section titled, "Net Salvage |
Statistics”. The tabulations present annual cost of rerﬁoval and salvage data, three-year
moving averages and the most recent five-year average. Data are shown in dollars and

as percentages of original costs retired.

DESCRIPTION OF DEPRECIATION TABULATIONS

A summary table of the results of the study, as applied to the original cost of utility
plant as of December 31, 2010, are presented on pages Ill-4 and [11-5 of this report. The
schedule sets forth the original cost, the book reserve, future accruals, the calcuia;ed
annual depreciation rate and amount, and the composite remaining life related to water
plant.

The tables of the calculated annual depreciation accruals are presented in account
sequence in the section titled "Depreciation Calculations." The tables indicate the
estimated survivor curve and salvage percent for the account and set forth for each
installation year the original cost, the calculated accrued dep(eciation, the allocated bo?k

reserve, future accruals, the remaining life and the calculated annual accrual amount.

App. 000186
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AQUA TEXAS, INC.

ACCOUNT 304.2 STRUCTURES AND IMPROVEMENTS -~ SOURCE OF SUPPLY AND PUMPING

PLACEMENT BAND 1955-2010

AGE AT
BEGIN OF
INTERVAL

11.
12.
13.
14,
15.
l6.
17.
18.

19.
20.
21.
22.
23.
24.
25.
26.
27.
28.

29.
30.
31.
32.
33.
34.
35.
36.

38.

O Ja s WD F OO

Moot oo Lot o oot uUommOoeou;m oo oo, o

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

3,968,242
4,038,253
3,979,070
3,939,324
3,502,537
3,134,047
2,673,105
2,458,309
1,239,321

872,472

446,907
155,516
61,122
53,854
84,768
84,768
84,768
88,630
83,889
95,411

100,082
100,082
100,082
103,934
103,536
97,926
80,085
28,847
28,847
28,847

26,110
14, 940
11,465
6,794
6,794
6,794
2,942
2,942
1,125
1,125

ORIGINAL LIFE TABLE

RETIREMENTS
DURING AGE
INTERVAL

2,632

10,465

-8

OO OO ODCOOODOO0 OD0DODOODOOOOOO OO0 OO0 QOO0 OO OO0

EXPERIENCE BAND 1998-2010

RETMT
RATIO

.0000
.0000
.0000
.0007
.0000
.0000
. 0000
.0043
.0000
.0000

. 0000
.0000
,0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000

.0000
. 0000
.0000
.0000
.0000
.0000
.0000
. 0000
.0000
. 0000

.0000
. 0000
.0000
.0000
.0000
.0000
. 0000
.0000
. 0000
.0000

P S R P R e e P R R R R R R RS P ROR R PO PR

[ o N o i Sy S RV T Ry S

SURV
RATIO

.0000

.0000
.0000
.9993
.0000
.0000
. 0000
.9957
.0000

.0000

. 0000
.0000

.0000

.0000
.0000
. 0000
.0000
.0000
.0000
.0000

.0000

.0000

.0000
.0000
.0000
.0000
.0000
.0000
. 0000
. 0000

.00060
.0000
.0000

.0000

.0000
.0000
. 0000
.0000
.0000
.0000

PCT SURV
BEGIN OF
INTERVAL

100.
100.
100.
100.

99.
.93
99.
99.
99.
99.

99.
99.
99.
99.
99.
.51
99.
99.
99.
99.

99.
99.
99.
99.
99.
99,
99.
99.
99.

99

99

938
99

99

99

00
00
00
00
93

93
93
51
51

51
51
51
51
51

51
51
51
51

51
51
51
51
51
51
51
51
51

.51

.51
99.
99.
.51
99,
99.
.51
99.
99.
99.

51
51

51
51

51
51
51
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AQUA TEXAS, INC.
ACCOUNT 304.2 STRUCTURES AND IMPROVEMENTS - SOURCE OF SUPPLY AND PUMPING

ORIGINAL LIFE TABLE, CONT.

PLACEMENT BAND 1955-2010 EXPERIENCE BAND 1998-2010
AGE AT EXPOSURES AT RETIREMENTS PCT SURV
BEGIN OF BEGINNING OF DURING AGE RETMT SURV BEGIN OF
INTERVAL  AGE INTERVAL INTERVAL RATIO RATIO INTERVAL
39.5 1,125 0.0000 1.0000 99.51
40.5 1,125 0.0000 1.0000 99.51
41.5 1,125 0.0000 1.0000 99,51
42.5 78 0.0000 1.0000 99.51
43.5 78 0.0000 1.0000 99,51
44.5 78 0.0000 1.0000 99.51,
45.5 78 0.0000 1.0000 99,51
46.5 78 0.0000 1.0000 99.51
47.5 ‘78 0.0000 1.0000 99,51
48.5 . 78 0.0000 1.0000 99.51
49.5 78 0.0000 1.0000 99.51
50.5 78 0.0000 1.0000 99,51
51.5 78 0.0000 1.0000 99,51
52.5 78 0.0000 1.0000 99,51,
53.5 78 0.0000 1.0000 99,51
54.5 78 0.0000 1.0000 99.51"

55.5 99.51

-9 App. 000192



ozl 00}

08

SHVAA Ni 30V
08 oy

0c

AN

0t

0z

k.
o
-

ed-a

5770} Col

(174

N

-..l-.‘./l.A.!F

08

ANTFWIDVId O0TOZ-+S6T 3
ADNINYAIX3 0107-8661

AYND TYNIOTHO

INTRIVAYL JIIVM - SINIWIAOMIWI GNY SHTYNLOMALS € 'v0€ INLRQDDH

SHAMND YOAIAYNS HIOOWS (NY TYNIDINO

"ONI ’SYXdl vnlv

06

001

ONINIAYNS LNFOH3d

App. 000193

1i1-10



AQUA TEXAS

, INC.

ACCOUNT 304.3 STRUCTURES AND IMPROVEMENTS - WATER TREATMENT

PLACEMENT BAND 1954-2010

AGE AT
BEGIN OF
INTERVAL

11.
12.
13.
14.
15.
16.
17.
18.

19.
20.
21.
22.
23.
24.
25.
26.
27.
28.

29.
30.
31.
32.
33.
34,
35.
36.
37.
38.

OV W OO

(SN G BB, R, RS N R G RS, 8] Lo ou, [ LI RS B S, IS, RS, BSOS ool oo

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

4,603,205
4,731,098
4,590,359
4,571,876
4,507,211
4,321,395
4,026,036
2,196,888
2,016,823
1,407,259

873,220
761,613
775,071
758,514
799,132
856,559
850,381
874,837
904,608
978,773

1,019,375
980, 180
943,260
914,380
881, 639
821,879
693,137
601, 936
515,525
481,329

421,042
351,732
268, 354
243,650
219,643
209,918
185,857
164,431
116, 445
103,931

ORIGINAL LIFE TABLE

RETIREMENTS
DURING AGE
INTERVAL

1,

4,
3,

7,
1,

8,

3/

4!
15,
21
4,

7,
3,
2,

4,

1,

H-11

904

679
271

500

426
634
215

382

723

997
497

891
702
876
205
173

353
613
346
119
636

348

CO0O0OO0CO0OD COTODOOOOIO OOODDOOOOOO QOO OO ODOOOO

EXPERIENCE BAND 1998-2010

RETMT
RATIO

.0000
.0000
.0000
.0004
.0000
.0000
.0000
.0000
.0023
.0037

.0000
.0000
.0006
.0000
.0005
.0089
.0014
.0000
.0004
. 0000

.0086
.0000
.0042
.0005
.0000
. 0060
.0227
.0048
. 0082
.0004

.0000
.0209
.0135
.0096
.0005
.0221
.0000
.0082
.0000
.0000

H R ORPOCOOO0OR OO OO RrPOOHHO HOFODOOKROKE OQOMRKEBEORRPERP

SURV +
RATIO

.0000
.0000
.0000
.999%6
.0000
. 0000
.0000
.0000
.89977
.9963

. 0000
.0000
.9994
.0000

. 9995

.9911
.9986
.0000
.9996
.0000

.9914
.0000
. 9958
.9995
. 0000
. 9940
.9773
.9952
. 9818
.999%6

.0000
.9791
. 9865
. 9904
L9995
.9779
. 0000
.3918
.0000
.0000

PCT SURV
BEGIN OF
INTERVAL

100.
100.
100.
100.
99.
99.
99.
99.
99.
99.

99.
99.
99.
99.
99.
99.
98.
98.
.21
98.

98.
97.
97.
96.
96.
96.
96.
94.
93.
92.

92.
92.
80.
89.
88.
.78

98

88

86.
86.
B86.
86.

00
00
00
00
96
96
96
96
96
73

35
35
35
29

29

24
35
21

17

17
33
33
92
86
86
29
11
66
89

86
86
92
69
383

82
82
11
11
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AQUA TEXAS, INC.

ACCOUNT 304.3 STRUCTURES AND IMPROVEMENTS ~ WATER TREATMENT

ORIGINAL LIFE TABLE,

PLACEMENT BAND 1954-2010

AGE AT
BEGIN OF
INTERVAL

39.
40,
41.
42.
43.
44.
45.
46.
47.
48.

49.
50.
51.
52.
53.
54.
55,
56.

[C2 BN BRGNS, RS BC RN (S BRGNS BN G RS RO RS A U R & R O]

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

47,530
34,084
31,935
13,893
9,743
9,743
5,275
4,092
881
881

881
621
621
621
621

74

74

RETIREMENTS
DURING AGE
INTERVAL

n-12

119

CONT.

[=NeleNoNeNeNeRNeNo e No NoRoNeNeNoNe ]

EXPERIENCE BAND 1998-2010

RETMT
RATIO

. 0000
.0035
. 0000
.0000
.0000
.0000
.0000
. 0000
.0000
. 0000

.0000
.0000
.0000
.0000
.0000
.0000
.0000

[ R R R = o T i NN RN S R SR gy Ry

SURV
RATIO

. 0000
. 9865

. 0000

.0000
.0000

.0000
.0000

.0000

.0000

. 0000
.0000

.0000
.0000
.0000
.0000
.0000
.0000

PCT SURV
BEGIN OF
INTERVAL

86.
86.
85.
85.
85.
85.
85.
85.
85.
85.

85.
85.
85.
85.
85.
85.
85.
85.

11
11
81
81
81
81
81
81
81
81

81
81
81
81
81
81
81
81

App. 000195
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AQUA TEXAS, INC.

ACCOUNT 304.4 STRUCTURES AND IMPROVEMENTS - TRANSMISSION AND DISTRIBUTION

ORIGINAL LIFE TABLE

PLACEMENT BAND 1954-2010 EXPERIENCE BAND 1998-2010
BAGE AT EXPOSURES AT RETIREMENTS PCT SURV
BEGIN OF BEGINNING OF DURING AGE RETMT SURV BEGIN OF
INTERVAL AGE INTERVAL INTERVAL RATIO RATIO INTERVAL
0.0 2,524,031 0.0000 1.0000 100.00
0.5 2,683,628 89,603 0.0334 0.9666 100.00 -
1.5 2,545,649 0.0000 1.0000 96.66
2.5 2,296,657 0.0000 1.0000 96.66
3.5 1,996,339 0.0000 1.0000 96.66
4.5 1,463,990 0.0000 1.0000 96.66
5.5 1,257,474 0.0000 1.0000 96.66
6.5 1,233,863 0.0000 1.0000 96.66
7.5 891,717 0.0000 1.0000 96.66
8.5 579,727 0.0000 1.0000 96.66
9.5 343,425 0.0000 1.0000 96.66
10.5 139,227 0.0000 1.0000 96.66
11.5 49,971 0.0000 1.0000 96.66
12.5 35,989 0.0000 1.0000 96.66
13.5 47,880 0.0000 1.0000 96.66
14.5 47,880 0.0000 1.0000 96.66
15.5 48,185 0.0000 1.0000 96.66
16.5 49,387 0.0000 1.0000 96.66
17.5 55,510 0.0000 1.0000 96.66
18.5 55,826 0.0000 1.0000 96.66
19.5 62,464 0.0000 1.0000 96.66
20.5 59,773 0.0000 1.0000 96.66
21.5 62,130 0.0000 1.0000 96.66
22.5 69,945 0.0000 1.0000 96.66
23.5 59,166 0.0000 1.0000 96.66
24.5 61,428 0.0000 1.0000 96.66
25.5 55,885 0.0000 1.0000 96.66
26.5 40,133 0.0000 1.0000 96.66
27.5 41,874 0.0000 1.0000 96.66
28.5 41,569 0.0000 1.0000 96.66
29.5 41,576 0.0000 1.0000 96.66
30.5 30,274 308 0.0102 0.9898 96.66
31.5 29,302 6.0000 1.0000 95.68
32.5 22,664 0.0000 1.0000 95.68
33.5 22,664 0.0000 1.0000 95.68
34.5 17,348 0.0000 1.0000 95.68
35.5 6,953 0.0000 1.0000 95.68
36.5 6,953 0.0600 1.0000 95.68
37.5 4,691 0.0000 1.0000 95.638
38.5 4,691 06.0000 1.0000 95.68

1t1-14 App. 000197



AQUA TEXAS, INC.

ACCOUNT 304.4 STRUCTURES AND IMPROVEMENTS - TRANSMISSION AND DISTRIBUTION

L)

ORIGINAL LIFE TABLE, CONT.

PLACEMENT BAND 1954-2010 EXPERIENCE BAND 1998-2010
AGE AT EXPOSURES AT RETIREMENTS PCT SURV

BEGIN CF  BEGINNING OF DURING AGE RETMT SURV BEGIN OF
INTFRVAL  AGE INTERVAL INTERVAL RATIO RATIO INTERVAL

39.5 2,950 0.0000 1.0000. 95. 68

40.5 1,209 0.0000 1.0000 95. 68

41.5 1,209 0.0000 1.0000 95.68

42.5 . 95.68

43.5 835 0.0000

44.5 835 0.0000

45.5 835 0.0000 -

46.5 835 0.0000

47.5 835 0.0000

48.5 835 0.0000

49.5 835 0.0000

50.5 835 0.0000

51.5 835 0.0000

52.5 835 0.0000

53.5 835 0.0000

54.5 835 0.0000

55.5 835 0.0C00

56.5

"-15 App. 000198
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ACCOUNT 304.5 STRUCTURES AND IMPROVEMENTS - GENERAL

PLACEMENT BAND 1955-2010

AGE AT
BEGIN OF
INTERVAL

Lno;owu

11.
12.
13.
14.
15.
16.
17.
18.

19.
20.
21.
22.
23.
24,
25.
26.
27.
28.

29.
30.
31.
32.
33.
34.
35.

w
[e))

37.
38.

o

(S E G R RS R IS R S IS, IS | Lot o o, [S2ENCL RS RN G NS RO, RS RS, O 0, [SARNG RN, RO, ]

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

3,431,153
3,361,812
3,542,773
3,459,301
3,388,244
2,952,294
2,399,416
1,909, 693
1,626,266

941,316

528, 666

© 328,761
98, 986
32,431
33,174
34,703
37,454
37,929
47,356
47,677

48,665
48,332
39, 667
39,437
27,297
22,926
23,888
19,681
21,567
20,216

20,934
10, 946
10, 625
9,258
9,258
9,258
8,489
8,447
8,447
7,151

AQUA TEXAS, INC.

ORIGINAL LIFE TABLE

RETIREMENTS
DURING AGE
INTERVAL

1,752
5,935
16,308

5,957

m-17

COO0OO D000 OCOoOOOOOODOODOOO COO0OQDODOOOOO OCOODOLOOLOLOOO

EXPERIENCE BAND 1998-2010

RETMT
RATIO

.0000
.0000
.0005
.0000
.0000
.0020
.0068
.0000
.0037
.0000

.0000
.0000
. 0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000

.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000

.0000
. 0000
.0000
.0000
.0000
.0000
.0000
.0000
. 0000
. 0000

PR R R R e R R e R R R B R R R R R R HOHOONEO R

RATIO

SURV

.0000
. 0000
. 9995
.0000
.0000
.9980

-

9932

.0000
.9963
.0000

.0000
.0000
.0000
.0000
.0000
. 0000
.0000
.0000
.0000
.0000

.0000
.0000
.0000
.0000
. 0000
.0000
.0000
.0000
.0000
.0000

. 0000
.0000
.0000
.0000
. 0000
.0000
.0000
.0000
. 0000
.00600

PCT SURV
BEGIN OF
INTERVAL

100.
100.
100.
99.
99.
99.
99.
99.
99.
98.

98.
98.
98.
98.
.71
98.
.71
98.
98.
98.

98.
.71
98.
.71
98.
98.
98.
98.
98.
98.

98

98

98

98

98

98

98

00
00
00
95
95
95
75
07
07
71

71
71
71
71

71

71
71
71

71

71

71
71
71
71
71
71

.71
98.
.71
98.
98.
.71
98.
98.
98.
98.

71

71
71

71
71
71
71

App. 000200



ACCOUNT 304.5 STRUCTURES AND IMPROVEMENTS - GENERAL

AQUA TEXAS,

INC.

ORIGINAL LIFE TABLE, CONT.

PLACEMENT BAND 1955-2010

AGE AT
BEGIN OF
INTERVAL

39.5
40,5
41.5
42.5
43.5
44,5
45.5
46.5
47.5
48.5

49.5
50.5
51.5
52.5
53.5
54.5
55.5

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

6,009
2,594
1,194
144
144
144
144
144
144
144

144
144
144
144
144
144

RETIREMENTS

DURING AGE
INTERVAL

1i1-18

OC OO0 QO OO0 OO OCOCO0O

EXPERIENCE BAND 1898-2010

RETMT
RATIO

.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000
.0000

. 0000
. 0000
.0000
. 0000
.0000
. 0000

SURV
RATIC

1.0000
1.0000
1.0000
1.0000
1.0000
1.0000
1.0000
1.0000
1.0000
1.0000

1.0000
1.0000
1.0000
1.0000
1.0000
1.0000

PCT SURV
BEGIN OF
INTERVAL

98

98

71
98.
98.
98,
98.
98.
98.
98.
71
98.

98.
98.
98.
98.
98.
98.
98.

71
71
71
71
71
71
71

71

71
71
71
71
71
71
71

App. 000201
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ACCOUNT 305.0 COLLECTING AND IMPOUNDING RESERVOIRS

PLACEMENT BAND 2004

AGE AT
BEGIN OF
INTERVAL

AU W OO
ot ot O

EXPOSURES AT
BEGINNING OF
AGE INTERVAL

6,983
6,983
6,983
6,983
6,983
6,983
6,983

AQUA TEXAS,

ORIGINAL LIFE TABLE

INC.

RETIREMENTS

DURING AGE
INTERVAL

in-20

[=NeoleReNoNolNe

EXPERIENCE BAND 2004-2010

RETMT
RATIO

.0000
.0000
.0000
. 0000
. 0000
.0000
.0000

B e e e

SURV
RATIO

.0000

.0000

.0000
. 0000

.0000

.0000
.0000

PCT SURV
BEGIN OF
INTERVAL

100.
100.
100.
100.
100.
100.
100.
100.

00
00
00
00
00
00
00
00

App. 000203
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