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•TARIFF CONTROL NO. 46883 

AQUA TEXAS, INC., AQUA UTILITIES, § BEFORE 
INC. AND AQUA DEVELOPMENT, INC. § 
DBA AQUA TEXAS NORTH REGION § 
REGIONAL TRUE-UP REPORT AND 	§ 
REQUEST FOR A PASS THROUGH 
RATE CHANGE 	 • § 

COMMf§iii.:;ti;it,UY CO l'1?-11S k 	" 

ik?AiVE. OCAS 

AQUA TEXAS' SUPPLEMENTAL, APPLICATION INFORMATION 

TO THE HONORABLE ADMINISTRATIVE LAW JUDGE: 

COME NOW, Aqua Texas, Inc., Aqua Utilities, Inc., and Aqua Development, Inc. d/b/a 

Aqua Texas ("Aqua" or "Applicants') and submit this supplemental application information. In 

support thereof, Aqua would show the following. 

On February 22, 2017, Applicants filed their North Region Pass.-Through4Report ("Report"). 

On March 15; 2017, Commission Staff filed, its Recommendation on Sufficiency requesting 

additional information frOni Applicants to assist in processing the Report. On April 17, 2017, the 

Administrative Law Judge issued a Notice Establishing Extended Deadlines setting out April 21, 

2017 as the deadline for Ap'plicarits to subrnit the requested information. Therefore, this pleading 

is timely filed.' 

Aqua disagrees that the additional information requested by,Staff related to line loss' should 

. be required or considered in this proceeding. As Commission -Staff recc!gnizes, Aqua's North 

Region approved tariff provision Appendik C, which sets forth a very specific procedure ,and 

formula for Aqua's North Region regional pass-through gallonage charge true-up reporting and 

adjustments, dòes not include any line loss component.1  That .provision was negofiated and 

I  Commission Staff s Sufficiency Recommendation, at 1 (March 15, 2017) (Docket Item No. 4). 



approved within the context of a rate case settlement.' A11 parties, including the TCEQ Executive 

Director and Staff (some of which are now Commission Staff), agreed to the language as drafted 

which deliberately excluded a line loss component. Aqua is bound to continue charging its regional 

pass-through gallonage charge and adjusting it in accordance with its approved pass-through formula 

until changed in a future case and has not sought such a change here.' To the extent its tariff 

provision is considered inconsistent with recently adopted rules, Aqua submits: (1) Aqua' s tariff 

provision should control and be considered "grandfathered;'' or (2) in the alternative, a good cause 

exception should apply so that Aqua may continue its regional pass-through gallonage charges and 

adjustment filings consistent with its tariff as it has with past pass-through requests approved by the 

Commission until Aqua' s provision is changed.' 

Notwithstanding the disagreement expressed above, Aqua is supplementing its Report with 

information included in Exhibit B in accordance with the instructions included with the 

Commission Staff recommendation memorandum for Tariff Control No. 46883 and follow-up 

conversations between Aqua personnel and Commission Staff Aqua notes that simply comparing 

volumes "pumped and sold" in the manner requested does not accurately demonstrate real line loss 

because it does not consider any other non-revenue consumption factor common to water utility 

operations, such as identified main breaks, flushing, unauthorized consumption, etc. Aqua has 

included the information in Exhibit B as requested by Staff solely to comply with Commission 

Staff s recommendation as directed in the ALF s April 17, 2017 Notice. 

2  See Exhibit A - TCEQ North Region Final Order (June 3, 2013). All exhibits are hereafter attached and incorporated 
by reference. 

3  16 TAC §24.21(a). 

4  Id. 

5  16 TAC §22.5(b). 
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PRAYER 

Applicants respectfully request that the Honorable ALJ issue an order finally approving 

Aqua's request to change its North Region regional pass-through gallonage charge as previously 

filed and preliminarily approved in this matt& and for all other relief to which it is justly entitled 

at law or in equity. 

Respectfully submitted; 

By: 
Geo 	ey P. Itirshbaum 
State Bar No. 24029665 
TERRILL & WALDROP 
810 West 10th  Street 
Austin, Texas 78701 
Tel: (512) 474-9100 
Fax: (512) 474-9888 
gkirshbaum@terrillwaldrop.com  

ATTORNEYS FOR AQUA TEXAS, INC., 
AQUA UTILITIES, •INC., AND AQUA 
DEVELOPMENT, INC. 

CERTIFICATE OF SERVICE 

I certify that a copy of this document will be served on all parties of record on April 21, 2017 
in accordance with P.U.C. Procedural Rule 22.74. 

/i(ce44,  
Geoffrey P. • *rshbahm 
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1D2 SOAH DOCKET NO. 582-12-6658 
TCEQ DOCKET NO. 2012-1058-UCR 

APPLICATION NO. 37234-R. 

APPLICATION OF AQUA TEXAS, 
INC., AQUA UTILITIES, INC., 
AQUA DEVELOPMENT, 
INC., HARPER WATER COWIPANY, 
INC., AND KERRVILLE SOUTH 
WATER COMFANY, INC., DBA AQUA 
TEXAS FOR NORTH REGION 
WATER RATE/TARIFF CHANGE; 

BEFORE THE TEXAS 

COMMISSION ON 

ENVIRONMENTAL QUALITY 

ORDER 
Application No. R7224-R, Aqua Texas North Region 

Aqua Texas, Inc., Aqua Utilities, Inc., and Aqua Development, Inc. dba 

Aqua Texas — Southwest Region ("Ague) is a retail public utility providing water 

services in Bandera, Bexar, Blanco, Burnet, Comal, Gillespie, Hays, Kendall, Kerr, 

Live Oak, Llano, IVIedina, Nueces, Travis, Victoria, Williamson and Wilson 

Counties, Texas; North Region is a retail public utility providing water services in 

Anderson, Bosque, Camp, Cherokee, Cooke, Denton, Erath, Grayson, Gregg, 

Henderson, Hood,. Hunt, Johnson, Marion, McLennan, Parker, Smith, Somervell, 

Tarrant, Taylor, Wise and Wood Counties, Texas. The Texas Commission on 

Environmental Quality (TCEQ) received applications for a rate change pursuant 

to Chapter 13 of the Texas Water Code (Code") and Title 30, Chapter 291 of the 

Texas Administrative Code ("TAC") from Aqua on December 27, 2011. The 

Applications were accepted for filing on March 14, 2012. Notice of the rate change 

with a proposed effective date of February 21, 2012, was provided to the 

customers on or about December 16, 2011, by Aqua. The notice of the rate 

increase complied with the notice requirements of Section 13.187 of the Code and 



30 TAC Section 291.22 and was sufficient to place affected persons on notice 

regarding the proposed rate increase. At least io percent of the utility's customers 

pi*ested the applications and the matters were referred to the State Office of 

Adininistrative Hearings.(SOAH) for a contested case hearing pursuant to 

Section 291.28 of the dommission's rules. 

A prelithinary,hearing was held on July 16, 2012, at the State Office of 

Administrative Hearings (SOAH) in Austin, Texas for the above captioned 

matters. The Honorable Administr.ative Law Judges (ALJ) Kerrie Jo Qualtrough 

and brit R. Bennett, took juiisdiction, "conscilidated the matters for hearing 

purposes and admitted/designated the following as parties: (1) Aqua (Applicant); 

, (2).  the Executive Director (ED) of the TCEQ; (3) OPIC; (4) John Quest and the 

Canyon Springs Resort POA (Protestant — SW Region Recently Acquired Systems 

(RAW8)); .(5)TerTy Pence and the PbA Of Kinzs Cove (RAyp); (6) 'Pulse 

Lagutchik (RAWS); (7) Geoffrey S. Cline and Cardinal Valle'y Water System 

Customers (RAWS); (8) David Burghard and Mountain Crest HOA (RAWS); (9) 

• - Jay E. Yount (Protestant — SW Region Existing Systems (SEWS); (1o) William J. 

„ Wood and Falling Water ?OA (SEWS); (11) Venesliia Taylor (SEWS); (12) Marian 

Stasney (SEWS); (13) Bfue Water Shores POA (Prótestant — North Region 
	• 

(North)); (14) Charles j. wittmer (North);(15) Larry Norwood and Safari Waters' 

POA (North); Gene Huffty.and Sharon Acrres HOA (North); (17) Richard 

Hunsberger (North); (18) Darla Blackmon and Eagles Bluff HOA (North); (1.9) 
7 

Julie Wilson (North); (20) Larry Westfall and Kerrville South Community Action 

Group (SW Region:- Hill County Group (HCG); (21) Nancy Armstrong and Oak 

Ridge POA (HCG); (22)Clovis Lafleur and Deerwood Subdivision POA (HCG); 



(23) Forrest Nikorak and Gillespie County Aqua Customers and Gillespie County 

Apartments (HCG); (24) Brian Hawkins and Tierra Vista HOA (HCG); and (25) 

William H. Cathey (HCG). The ALJs appointed the following representatives for 

the protestant groups: John Quest for RAWS; Jay E. Yount for SEWS; Rick 

Guzman for North; and Larry Westfall for HCG. 

An agreement was reached between Aqua Texas and the North Region 

ratepayer groups. The Executive Director considered the rates in the third party 

settlement agreement, the diligent efforts to settle the case by all parties, and the 

public benefit of avoiding an expensive contested hearing, and agreed to approve 

the rates therein. 

On May 8, 2013, the parties filed a joint motion to remand the North Region 

Application (No. 37234-R) back to the ED for uncontested processing pursuant to 

30 TAC Section 80.101. That motion was granted by the ALJs on May10, 2013, in 

Consolidated Order No. 9. 

The attached tariff, to be effective May 1, 2013 for the North, is just, 

reasonable and adequate to allow the utility to recover its cost of providing 

service, as required by Sections 13.182 and 13.183 of the Code. The agreed upon 

rates are embodied within the attached rate tariff. 

NOW, THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION ON 

ENVIRONMENTAL QUALITY that: 

	

1. 	The application by Aqua for a water rate change in its North Region 

is hereby approved as reflected in the tariff attached to this Order, 

	

2, 	. The Chief Clerk of the Texas Commission on Environmental Quality 

shall forward a copy of this Order to the parties. 



or the Commission 

3. 	If any provision, sentence, clause, or phrase of this Order is for any 

reason held to be invalid, the invalidity of any portion shall not affect the validity 

of the remaining portions of the Order. 

ISSUE DATE: June 3, 2013 

TEXAS COMMISSION ON 
ENVIRONMENTAL QUALITY 



SECTION 1.0 -- RATE SCHEDULE 	  
SECTION 2.0 - 
SECTION 3,0 - 
SECTION 4,0 - 
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- SERVICE RULES AND POLICIES  	7 
- EXTENSION POLICY  	1.7  
- DROUGHT CONTINGENCY PLAN  	• 25 

WATER UTILITY TARIFF 
FOR 

North Region 

Aqua Texas, Inc., Aqua Utilities, Inc., and 
Aqua Development, Inc., dba Aqua Texas 	 1106 Clayton Lane, Suite 400W 
(Utility Name) 	 • 	(Business Address) 

Austin, Texas 7872a 	 (512) 990-4400 
(City, State, Zip Code) 	 (Area Code/Telephone) 

This tariff is effective for utility operations under the following Certificate of Convenience 
and Necessity: 

11157, 12902, and 13201  

This tariff is effective in the following counties: 

See attached Table - North Region 

The following is a list of cities where Aqua Texas - North Region provides water service: 

City of Brazos Bend, City of Buffalo Gap, City of Granbury. City of Rhome. Town of Shady 
Shores, and City of Waco  

The rates set or approved by the city for the systems entirely within its 
corporate boundary are not presented in this tariff. Those rates are not under 
the original jurisdiction of the TCEQ and will have to be obtained from the city 
or utility. This tariff applies to outside city customers of systems that provide 
service inside and outside of a city's corporate boundary. 

This tariff is effective in the following subdivisions and public water systems: 

See attached Table A - North RegiOn, 

TABLE OF CONTENTS 
The above utility lists the following sections of its tariff (if additional pages are needed for a 
section, all pages should be numbered consecutively): 

APPENDIX A - 
APPENDIX13 
APPENDIX C 

- SAMPT  SERVICE AGREEMENT 
- APPLICATION FOR SERVICE 
- PASS TRHOUGH AND TRUE-UP PROVISIONS 

TEXAS COMM. ON ENVIRONMENTAL QUALITY 
37234-R, CCN 11157, 12902 and 13201, JANUgtA o 3 

APPROVED TARIFF BY sr 



APPENDTg- C 
Aqua Texas - North Region Water Utility Tariff 

Regional Pass-Through Gallonage Charge True- up/AdjuArnent Provision and  
Report 

the purposp of this trae-up/adjustraent provision is to true-up and, adjust Aqua Texas' 
authorized Regional Pass-Through Gallonage Charge each year in an effort to provide the best 
opportunity for regional revenue collected from the charge to align with certain types and 
amounts of pass-through costs Aqua Texas has incurred in the preceding year for the region 
using a process that does not require the expense of a full rate proceeding. Additionally, this 
process is intended to ensure that Aqua Texas balances the collections versus the pass-through 
costs annually. The types of pass-through costs that form ,the basis for the Regional Pass-
Through Gallonage Charge may be regional costs, fees, rates and charges imposed by 

- governmental entities, water authorities or districts having jurisdiction over Aqua Texas or its 
operations or bÿ non-affiliated third party water suppliers or water rights holders selling water 
or water rights to AqUa Texas. • 

1.) Regional Pass-Through Gallonage Charge true-up and adjustment calculations shall use 
historic, actual gallons billed to all regional retail water customers in the previous 
completed calendar year. 

2) Amounts referred -Co in gallons shall be per i.,000 gallons, unless otherwise specified. 

3) Aqua Texas has provided a list of all expenses (see attached) to be included in the 
regional pass through 'costs. The Executive Director has.  approved the attached list. 

4) Aqua Texas shall only collect costs directly associated with the prodUction of water in the 
pass-through and specifically shall not include impact fees and other fees associated with 
plant and equipment. 

5) Normalization shall not be used in any pass through calculaidons. 

6) No charges by affiliates (as defined by the Texas Water Code) of Aqua Texas shall be 
included in the pass through. 

7) True-up Report to the regulatory authority (lepoft"): Between the end of each calendar 
year and the following February 28, Aqua Texas shall provide a Report that reconciles 
the total:Regional Pass-Through: Gallonage Charge 'revenues 1;illed during the previous 
conapleted calendar year within the North region to the total amount of all regional 
passed-through costs incurred during that year as reflected in the general-ledger. The 
Report shall include the amount paid to each entity for allowed passed,through costs, the 
names of the entities paid by Aqua Texas, and the total of costs incurred requested for 
the purpose of an adjusted Regional Pass-Through Gallonage Charge. Any supporting 
documentation shall be attached to the report. Aqua Texas may submit information 
regarding new district charges in the Report (other than fmes or penalties - see 4 above). 
New district charges associated with newly acquired systems shall not be included unless 
otherwise approved in-a rate determination or proceeding. Aqua Texas will not include 
new purchase water agreements unless approved in a rate proceeding. 



8) The true-up calculation for a completed calendar year Report shall be as follows: 

a) Regional Pass-Through Gallonage Charge revenues billed during 

completed calendar year • 	 $XXXX 

b) Regional passed-through costs actually incurred dnring completecl 

calendar year 	 $XXXX 

c) Difference hetween a) and b) 	 $X1:00C 

where, .a) - b) = c) 

Annual Regional Pass-Through Gallonage Charge recalculations shall follow the 
following formula: 

b) Same as b) above. 	 $XXXX 
c) Same difference as c) above 	 $XXXX 
d) Total adjusted regional pass-through costs subject to 

adjusted Regional Pass-Through Gallonage Charge 	$XXXX 

where, b) c) = d) 

Divided by: 	• 
e) ACtual historic gallons billed to all regional customers in 

completed calenclax year . 	 $XXXX 

Equals: 

f) Regional Pass-Through Gallonage Charge as adjusted 	$X.XX 

where d) + e) = 	• 

Notice of any adjuStments to the pass-through will be sent to the Executive Director of 
the regulatory authority and to the affedted customers. Noticeto the customers may be in 
the form of a billing insert and must track the language required in, 30 TAC § 
293..23.(h)(4)(1), 

9) With the Report Aqua Texas files on February 28 . setting forth its calculation and 
supporting documentation for its adjusted Regional Pass-Through Gallonage Charge in 
accordance with 5) and 6) above, Aqua Texas shall include a tariff page that incorporates 
the adjusted Regional Pass-Through Gallonage Charge reflected in the Report. Aqua 
Texas shall implement the adjusted filed rate as follows. 

a) Aqua Texas will bill the adjusted Regional Pass-Through Gallonage Charge for 
service rendered on or after March i each year and thereafter until the rate is 
modified. 

b) The first bill received each year incorporating the adjusted Regional Pass-Through 
Gallonage Charge will be prorated to apply the adjusted charge to service during 
those days in the billing cycle on or after March 1, 

c) The Executive Director of TCEQ or a successor agency with authority to regulate 
investor-owned utility rates (regulatory authority) shall review the Report and 

2 



provide the results of its review to Aqua Texas in writing within 45 days after Aqua 
Texas submits the Report. If no written response is provided to Aqua Texas during 
that time, the adjusted Regional Pass-Through Gallonage Charge filed with the 
'Report shall stand until modified, 

d) The regulatdry authority'š Executive Director may dispute the calculation or 
suppOrting documentation as presented in the Report. If so, Aqua Texas and the 
regulatory authority's Executive Director 'shall work in good faith to attempt 
resolution of the dispute.. 

e) The process of implementing the Regional Pass-Through Gallonage Charge True-
up/Adjustment and the regulatory authority's review of 'same is an informal 
proceeding and not a contested case hearing. However, if a dispute between Aqua 

.Texas and the regulatory authority cannot be resolved through negotiation, only the 
regulatory authority, Exeoutive Director of the regulatory authority, or Aqua Texas 
may request a hearing on Regional Pass-Through Gallonage Charge true-
ups/adjustments. It shall not be considered a rate case under the Texas Water Code 
or TCEQ (or other regulatory authoritY) rules, and Texas Water Code § 13:187 shall 
not apply. 

f) In the event of a dispute or hearing concerning the Regional Pass-Through Gallonage 
Charge reflected in the tariff page filed with the Report, the filed rate shall be 
considered effective on an interim basis and previous charges will be adjusted in the 
next annual true:np, except that adjustments to the pass-through exceeding 50 
percent may require immediate refunds or credits as directed by the regulatory 
authority. If the filed rate is modified pursuant to dispute or hearing resolution, a 
replacement tariff page shall be filed with the regulatory authority reflecting the 
modified rate. 

g) Notwithstanding the procedures outlined herein, if the Report indicates an increase 
to Aqua Texas'. Regional Pass-through Gallonage Charge is appropriate for the 
calendar year assessed, Aqua Texas may elect ynt to implement the increase. Aqua 
Texas will submit a written notification of such an election with the Report, 
Mdicating the amount of foregone pass through revenues. Foregone pass through 
revenues due to such election shall not be collected. 

h) This pass through provision is not intended to negate any authority granted to the 
regulatory authority. 

3 



Aqua Texas regional. pass-through approved entity list 

Entities pn the list as of 4/5/2013 

The regulating commission, approved the pass through of costs per contract or permit, 
existing as of 12/31/2010, for base rates and gallonage charges made by the following 
entities, • 

North Region - Water:  
Bethesda Water Supply 
Cash piseag 'Utility District 
PPrf.W4ill., PRY Of 
6003iirk, City of 
Kilgore; City of 
Longvie*; .Clity Of 
MacB ee 8I.JD 
Palestine, City of 
Waco, City of 
Walnut Creek SUD 
Lakes Citiea MUA 
Southern Trinity GCD 
Upper Trinity GCD • 
Nech6s and:Trinity Valley GCD 

4 
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