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DOCKET NO. 5(H)85 

APPLICATION OF CASTLE WATER, § 
INC. DBA HORSESHOE BEND WATEit § 
SYSTEM AND HORSESIIOE BEND § 
WATER COMPANY, FOR SALE, § 
TRANSFER, OR MERGER OF § 
FACILITIES AND CERTIFICATE § 
RIGHTS IN PARKER COUNTY § 
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, . -·L ' -. -/ ' 

PLJI;Llc u i i i .i i v afi#kiifikidk 

OF TEXAN 

DOCKET NO. 49759 

APPLICATION OF MARK § 
PATTERSON FOR TEMPORARY n 
RATES FOR SERVICES PROVIDED £' 
FOR A NONFUNCTIONING UTILITY § 

§ 

BEFORE THE 

PUBLIC UT]LITY COMMISSION 

OF TEXAS 

EXPLMNATK)N OF DISAGREEMENT WITH PROPOSED TARIFF 

COMES NOW. Horseshoe Bend Water Company LLC C-H/#FCD. and files lhis 

Explanation of Disagrecment with Proposed Tariffseeking continuation ol- existing Temporary 

Rates (hereinafter defined) without reduction by the anlollnt O fthe telilporary managei s Iee of 

$8.00 pei- connection per month. 

L EXPLANATORY NOTE 

i ]BWC has not been admitted as a party to the proceedlng in Docket No 49759 bill is a 

party in Docl < et No . 50085 before the Public [ Jtili ty C () 111111 ission ( J - Commibsion -' j undcr ' rexas 

Watei- C'ode §13.301 (Report oj SM]e. Mcrgen Etc.). ptirsuant to which HBWC has acquired tile 

piiblic water system which is the subject ofthis proceeding (the --SvstenO. Pursli:Int to lexas 

Water ('ode §13.046(d). die tem pot'ary rates deteimincd in Docket No. 49759 uill be applied for 

tu- *
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a "leasonable period'- afte,- the ilcquisitioil Oful ]1()]llil!]Ctlonlng lelat| \,\.lltel- Utilit) linder i ]IJWC's 

ownership und thus HBWC hab all inlerebt in this proceeding. After collsultatioll J\,ith Staffof 

the Commission. l IBWC is jiling this lix p Ianal i o i i o f Di %:1 gi ec]11C nt *·i tli Ploposed Tari fT il lider 

both dockets, 

Il. BACKGROUND 

On.July i 2019. tlie Executive l)ircctor of the Texas Commission on F.nvironinelital 

Quality (the "TCEQ") issued an 1€mergcncy Oi-der. TOI·.Q Docket No. 20! 8-()923-IJCR-E (the 

- Eniergency Order ) pursuant to Tex Water Code (' Iiaplers 5 . I 3 and 26 and 30 Tex . Adinin 

Code Chapters 35,291 and 307 with respect to Castle Water Inc.. and the Emergency Order 

appointed Mark Patterson C-Patterso/i) ab temporary inatiager ofthe System. 

On July [7.2019. Patterson provided notice in Commission Case No 49759-1 that he 

would immediately begin charging temporary ratcs under-l-exas WalerCode §13.046 and 16 

l'exas Administrative Code §24. 147 because such rates were necessary to provide CO]llilll[ous 

and adequate service and requested that siich cniereencv rates - reiliain in effect until this utility 

is in compliance with PIJC and TC'EO rilles."~ The teinpor-ary ratcs requested by Patterson were 

as follows: 

Meter Swe Mltil[}ilili, Monthly Charge 
5>42 00 
%57 00 

2" S I 75 00 

VO|lillietl Ic Cllatge (foi' 3|J 11%,lge) S4 00 i)et |.000 gal|ollf> 

~ App|Ication of-Mmk Paltcl son Ik)1- l e]11~Dor,i:y [tatei fbi bel vices Prov](Ied fot' .t N'(,Iililltctlol,Illg l:[ility. Docket 
No 49759, Application at I (.hlly 17.2()I 9) 



The above rates recitiestcd by Patlerbon ]Dill'sllimt to Case No. 49759-1 ai-e referenced 

heiein as tile '- Temporary Ratei ."- 

On June 22.2020 ilie Conunission filed an order in Docket No 50847-3 appointing 

Patterson as temporary manauei of Castle Water.4 l'he Commission set Mr. Pattei-son s 

colnpensalion fur his role its temporary jiianager at $8.00 per connection per inonth by atti'ibuting 

a portion ofthe '1-eniporary Rates Patterson was already charging to the hypothetical temporary 

managelnenl fee. 

On January 13.2021. Chairman DeAnn T. Walker filed two Commissionei- Memoranda 

iii Docket No. 49759 as follows: (1) a detailed legal analysis applicable to Itenis 3,4 and 5 of 

the Open Meeting agenda ( the '- Genera / Memorandum 3 and ( 2 ) a companion niemorandum 

which addressed Docket No. 49759 as Iteni 5 ofthe Open Meeting agenda (the "Item 5 

Memorandum " and . together with the General Memorandum . the -' Memorcmdci "). 

On Februai-> 16.2021. the Staffofthe PLJC transmitted via email a proposed map. tariff 

and consent fornis to the parties to Docket No . 50085 ( the " Proposed Documenjs ' 3 . hi 

accordance witli the Memoi:mda. the Proposed Documents included a proposed tariff with the 

Following rates. 

Met 
I,K·. 

1 

el- Si7: Minimum Monthly Charge 
$34.00 
$69 00 
$ I 67 00 

Volumet: ic Cliaige (for all lisilye) $4.00 per I,000 gallons 

Mi Patterson filed bllpp|emelltstothls application on Allgllst 5 2()]9. Augitbt 28.2019. October I 2019. 
Novembei I. 2019. Deceinbei I I 2019 mm-cli 3 !. 2020. Aptil 2 7020 and June 17. 2020 
' Petition toi an Order Appo,ntmg it Ieinpoiai·y Managet· joi Castle Water. Inc . dba I joiseslioe Bend Water 
System, Docket No 50847. Ordei- Appointinga Temporal-y MaiiageiH]lln 22,2020) 
'~ Mr Pattei-sonk teim ot'appoliltmcllt as tellip()121!y matl:igerul](|el- TCEO Docket No. 2019-0923-UCR-13 was 
scheduled to expire on June 27.20?0. 



lhe :tbo\'e rilte% ai-e i-efei-enccd herein as the -Propo.,ed Rates." i-IBWCs sole objection 

lo the Pioposed Rates is the teduction oftlie mininium nlont|lly c|large for the slnallest meter 

si/e Iiom $42.00 per connection per month (as fixed by the Icmpoiary Rates) to $34.00 per 

Conneetion per [llontll (as fixcd in the Proposed Rates) to account for the hypothetical $8.00 per 

connection per nionlh lelnporary illallagels fee 

On March 1. l]BWC timely filedaconsent form indicating it did not agree with the 

Proposed Documents 

While HBWC takes 110 position with respect to the conclusion in the Memoranda that the 

temporarM manager should be compensated by lef'ei-ence to a sepai-ate lenipoi ary manager iee. 

HBWC believes the i-ctioaciive accounting for such fee in this instance is not consistent with the 

intent o[ the Mcnioranda ancl would be inequitable bccaiise it would reduce proiected System 

re\,enuc by approximately $48.288 per annum and would create a pi-oiected shortfall over 12 

Iiiontlis of approximately $48.029 below the estiinatcd cost of restornig tile System to 

compliance.-

III. ANALYSIS 

Section 13.046(A) is intended to establish procedures bv rule to allo,v temporarv rates to 
provide the revcnue necessarv to bring a nonftinctioning utilitv into compliance with 
TCEO rules 

As slutcd in the (ienera! Mclliol'andzull. Seclion 13 ()46(a) is intended to establish 

procedures by lu|e to a|Iin.v temporary l-alcs {o provide ll}e revcnue neccxsary to bring a 

nonfunctiollillg Lltllity into complimice with TCEQ rll]Cs,-- I lBWC has previously provided tile 

Conmilssion with a copy ofulb Compliance P|ml \\/itll the I'CEQ which lcleiiti|ies $103.28] iii 

l IBWC haj t-equesteil n 12 niollth Contlltllai lo]1 ol the 1 enipot aiy Itate~ ti oin the eficctive date ofthe Compl iance 
Pla.i (which wits efl-ective October 2.2()20) 
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estilnated repair costs (- Repair lo .§ 8 ). A copy ofthe Compliance Plan is attached hereto as 

Exhibit A (tlie -'Comp/ionce P/an'-). 

rhe unmodified Tetnporarv Rates come closest to approximating the estimated cost of 
bringing the Svstem hack into compliance with TCEO rules 

The projected annual revenue ofthe System under its existing tarUT is approximately 

$245.990. When added to the $245.990 proicctccl t-evenue under the System's existing tariff, the 

$103.281 iii Repair Costs required by the Compliance Plan suggest the target revenue for the 

6 System under temporary rates should be approxiniately $349.271 

1]ie Temporary Rates put iii place by Patterson with a minimum monthly charge of 

$42.00 aie estiniated to generate appi-oxlmately $349,530 in ani}ual revenue. However, after 

reduction for the hypothetical $8.00 per connection per nionth tcnipoi-ary manager fee. the 

Proposed Rates are cstiniated to geiiei-ate approximately $301.242 in annital revenue. The 

i-eduction of the niininium monthly charge A-om $42.00 to $34.00 thus reduces projected revenue 

from $349,530 (which is only $259 higher than the amount suggested by adding estimated 

Repair Costs requit-ed by the Compliance Plan to the Systeii« projected revenue under its 

existiiig tai-iff) to $30],242 (which is $48,029 bglgw the amount suggested by adcling Repair 

Costs to the Sysleni's pi-ojected revenue under its existing tarill). 

The Item 5 Memorandum's proposed structure is sensible prospectivelv but the retroaetive 
suhtraetion of a the $8,00 per connection per month temporarv manager's is inequitable in 
this instance 

The item 5 Memorandum recommends that the temporary manager compensation should 

be recovered through a separate nile. While that may be advisable prospectively. in this instance 

subtiacting the $8.00 per nionth per connection fec would be inequitable. As the party 

r $245.990 (System's pio.l ected i even iie imd ei e\<i st ttig tanff) , 1>103.281 (I<ci)air C ow, iii Compliance Pltin) -

%349.271 



responsible for hnplementing the Comphance Plan. llBWC should not be slibject to teinpomr> 

rales which \\.ould gene]-ate less revenue than a temporary nianager would i-ecei\,e and which 

would fail lo accollnt for the full estinl:lted Repair Costs required by the Compliance Plan 

The General Mcmorandum suggests 'llexiblc requirements" which account for the fact 

'-there may be little to no historical Iill:tncial or operational records foi- the nonj Linctioning 

utility." Most teniporary rate proceedings may not involve a detailed Compliance Plan iii place. 

However. where a Compliance Plan is in place as in this instance, HBWC believes the flexible 

requi i eiiients posited by tile Memoranda should allow for consideration of the Compliance Plan 

when considering what :idjllstmcilts (i f aiiy) should be macie to existing temporary rates u'Iien 

adopting tliosc r:itcs fur continuation by a purchaser iii an 8 I M docket pursuant to l'exas Water 

Code §13.046(d) 

E]iminaling this $8.00 pei connection per month reduction would allow the Systeni s 

customers to continue paying the r:itcs to which they have become accustomed and which 

accurate|y reftect the estimated costs to bring the System mto coinpliance with TCEQ rules ill 

accordance with Section I 3 046(a) 

IV REOLJEST FOR MODIFICA~1'ION OF PROPOSED RATES 

It is clear that both Section 13.()46(a) and the condition ol'the System require a temporary 

rate which geneiatcs :idequalc revenues to assist in returning the System to compliancc, 

Moreover. tlie S> stein-s citsloineis have ilol objected to the Tempoiaiy Rates implemented by 

Paltclson. I IBWC hereby iespeclfull> ieqtlcsls that the Pioposed Rates be modified to provide 

fol :I illillinlum nlonthly charge oi $42 00 per connection per tnonth prior to lheir col-ltlmmtion 

pu sti :in[ to Tex.is Water Code §] 3.()46(d) in Docket No. 50085 alid that such rates be con lin ue d 
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and expire on the first billing date after scheduled completion o fthe Compliance Plan on 

October 2.2021. 

l IBWC has no other obiection to the Proposed Documents. 

Respectfully bdlled. 

By: 
Alan Ey'*light 
State Bar No. 24028145 
5910 North Central Expressway Suite 1580 
Dallas, Texas 75206 
(214)21 9-7534 
(214) 750-6844 (fax) 
wright@railroadmanagement.com 

ATTORNEY FOR HORSESHOE BEND 
WATER COMPANY LLC 

CERTIFICATE OF SERVICE 
I hereby certify that a true and correct copy of thc~'Miygping document was transmitted 

by e-mail, fax, hand-delivery and/or regular, first class mj©0 tliis 3rd day oj~Maicli 202], to the 
parties of record . Mli I 

IA 

A'j],AN E. WR](jl-1T 
f V 
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]Cxi]F[ll-I'A 

(hnnplikince Phni 

I see attachedl 
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Horseshoe Bend Water System 
Compliance Plan For TCEQ Enforcement Order 
PWS 1840002 
CCN 10263 

Proposed By Approved By Estimated 
Violatloll Citation HBWC ICEQ 

- 
Cost 

Failure toequip aircompressor injection lines with filtration 290 43(d)(3) Resolved NA 

SanitarY Control Easements 290.41(c)(1)(F) 6 Months 180 Days 380 
Plant Operations Manual 290.42(I) 6 Months 180 Days 380 
Monitoring Plan 290.121(a) and (b) 6 Months 180 Days 380 
Drought Contingency Plan 288.20(a) 6 Months 90 Days 760 
Customer Service Inspections 290.460) 6 Months 180 Days 190 
Backflow Prevention Assembly Test & Maintenance Forms 290.44(h) 6 Months 180 Days 190 
Ground storage tank and pressure tank inspection forms 290.46(m)(1) 6 Months 90 Days 5,380 
Well calibration 290.46(s)(1) 6 IVIonths 90 Days 380 
Well completion data 290.46(n)(2) 6 Months 180 Days 190 

Failure to maintain the door of the gas chlorine room at both plants 290.42(e)(5) 6 Months 30 Days 2,501 
Failure to provide working well meters (Well No 1 and Well No. 5) 29041(c)(3)(N) 6 Months 180 Days 4,000 
Failure to provide a well easing vent on Well #5 290 41(c)(3)(K) 6 Months 90 Days 250 
Failure to provide an all weather access road to each wellsite 290.41(c)(3)(P) 12 Months 365 Days 8,000 
Failure to maintain the GST at the Lower Pump Station free of holes 290.43(m)(4) 15 Months 210 Days 37,900 
Failure lo provide a production capacity of 0.6 gpm per connection 290.45(b)(1)(D)(i) 18 Months 365 Days 30,000 
Failure to provide a service pump capacity of 0.6 gpm per connection 290.45(b)(1)(D)(iii) 18 Months 365 Days 12,400 

Assuming will need to replace both pressure tanks 
* Includes the cost to repair, coat interior, and paintt exterior 

x** Received an ACR on November 24,2020 for 0.44 gpm / connection 
ACR received on November 24,2020 requires 1 30 gpm / connection 

103,281 

-y 
A 


