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BFE Water Company (“BFE” or *Company”) files these replies to exceptions filed by the
Executive Director of the Texas Commission on Environmental Quality (“ED”), the City of

Cresson (“Cresson™), and the Bourland Fields Estates Homeowners® Association and Harold

- Scott Perdue (“HOA/Perdue”).

1. Engincening Fees

BFE agrees with the ED’s argument regarding engineering fees.! The ED has
recalculated the items in question, however, per the ALY’s request.> BFE does not dispute the
accuracy of the ED’s calculations as provided on Attachment A, except for one item. On
Mr. Dickey’s original depreciation analysis attached to his prefiled testimony, Mr. Dickey did

not indicate that he added 10% engiocering fees to the rate base item “well pump invoice

No. 00039390000.™ That item was assigned an original cost of $35,903 iu Mr, Dickey’s

original depreciation analysis. However, in Attachment A to the ED’s Exceptions, the same item
is valued at $32,639 instead of $33,903. It appears that in complying with the PFD’s request to

calculate plant without the 10% engineering fees, the ED accidentally subtracted a 10% fee he

The Execufive Director’s Exceptions to the Proposal for Decision end Proposed Order (“ED
Exceptions™) ax 2.

?  Jd and ED Exceptions at ATtachmenr A.

1 ED Exh. BDD-12.
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never added on in his original depreciation analysis. With that error corrected, BFE’s total
original cost'of the facilities is $250,080 and the net plant is $183,338.

BFE provides an altemative caleulation should the ALY or the Commission determine the
10% legal fees should be included in BFE’s rate base as the ED and BFE request.” BFE notes

that under this alternative calculation, the ground storage tank has been calculated at 44% used

and useful. BFE does not concede that the tank is anything less than_100%. used_and usefil,
However, should the ALY or Commission determine the tax.ﬂc is only 44% useful, the alternative
calculations provide a picture of tate base with the engineering fees included, With the ALJ’s
adjustment for the tank but including the cost for engineering, BFR’s original cost of plant is
$261 ,435 and a net plant of $190,263.

2. Recommended Rates

BFE agrees with the ED’s conclusion that the ED’s recalculations per request from the
ALJ do not change the fact ﬁat the revenue requirement for the Company is well above the
requested rates. BFE agrees with the ED that BFE’s proposed rates should be adopted.’

3. Lost Revenue Surcharge

BFE agrees with the calculations provided by the ED regarding the lost revenue
surcharge.?

4. Pass Through Fee

BFE agrees with the ED that the pass through fee for the Upper Trinity Groundwater

Conservation District of $0.22 should be a separate line item on the customers’ bills.”

Attachment ] to these Replies to Exceptions.
ED Exceptions at 2.
ED Exceptions at 2-3 and Attachment C,

ED Exceptions at 3.
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5. Income Tax

In light of the correction identified with BFE regarding rate base, the jncome tax
calculation provided by the ED will also need to be recalculated.

6. BFE’s Rate Filings

Both the City and HOA/Perdue resurrect arguﬁénts that BFE impermissibly filed two

rate applications in 2009.° These arguments have already been considered and rejected by the

ALT in the PFD.’> City and HOA/Perdue raise no new argurments not already considered and
rejected by the ALY. The ALJ was correct to determine that the City’s and the HOA’s
jurisdictional challenges should be overruled.'®

7. Assumed Name Certificate

The City also reurges previously rejected arguments regarding BFE’s assumed name

certificate. !

The City has presented no new evidence or authorities in support of its argument,
The ALY appropriately analyzed and rejected Cresson’s argument in the PFD. The City’s
exception should be denied.™

8. Return

Both the City and HOA/Perdue argue that BFE is not entitied to a return because they
consider BFE’s plant to be developer contributed,” Again, neither the City nor HOA/Perdue

raise any new evidence or any new arguments to support thejr positions. The ALJ appropriately

®  The City of Cresson’s Exceptions and Briefs to the Proposal for Decision and Order by the State

Office of Administrative Hearings (*‘Cresson’s Exceptions™) at 1-3; BFE HOA and Perduc Exception and Briefs to
the Proposal for Decision and Order by the State Office of Administrative Hearings (“HOA/Perdue Exceptions”) at
1.3.

S PFDat9-13.

' PFDat9.

Cresson’s Exceptions ar 4-5.
7 PFDat9.

Cresson’s Exceptions at 5-6; HOA Bxceprions at 4-5,
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weighed the evidence and concluded that none of BFE’s plant was developer contributed. As the
ALIJ aptly noted in the PFD, ‘l‘[t]hcrc is far too little evidence to prove or infer that Mr. Bourland
or BFE gave away hundreds of thousands of dollars of assets in this way.”** Tbe City and
HOA/Perdue’s exceptions caunot overcome the complete lack of evidence to support their
arguments and should be denied.

Additionally, the City raises a completely new argument in its exeeptions—ithat the

recommended return on equity for BFE should be reduced by 1% because the City contends the
utility does not serve a low growth area.”® First, this argument is untimely. The retum on equity
recommended by the PFD is that recommended by ED witness Debi Loockerman in her direct
testimony filed in March.’® The City presented no testimony on this issue and did not brief this
issue in closing arguments.

Additionally, the City does not present record citations to the evidence it alleges supports
its argument. Ms. Loockerman determined that BFE is a low growth utility with growth; “D-2a
less than 5% customer growth over the last three years; OR b. documentation of potential
anticipated future customer growth of less than 5% over a three year period; declining
population.”’” The City’s math urging otherwise is simply incorrect. The City focuses on the
growth jnmeters during 2009. Assuming the City’s numbers are correct, that growth is equal to
5.7%. However, that is the growth for only one year—not three years as alleged by the City,
The City completely ignores that by the numbers provided by the City, growth in 2010 was 0%.8

The growth for 2008 was only 2.9%. Therefore, for the three year period from 2008-2010, BFE

Y PED at 36.
¥ Cresson’s Exceptions at 7-8.
'*  EDExh.DL-11.

17 id

Cresson's Exceptions at 8.
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experienced only 2.87% growth. 2.87% is less than 5%; thus, BFE qualifies as a low growth
utility.

Because its arguments are utimely, wnsupported, and inaccurate, the City’s exception
should be denied.

9. New Argument hy Cresson Regarding Billing Units fox Parpose of the Rate
Case Expense Recovery Surcharge

In its exceptions, the City for the very first time, makes the argument that there should be
a known and measurable change to the number of meters from 35 to 37.” This axgument is
untimely, as it is raised for the very first time in the City’s Exceptions and was not raised in
testimony, at hearing, nor in closing argument. Additionally, the City fails to provide a record
citation to support its contentions. Accordingly, the City’s exception should be denied.

10.  Fire Hydrants

The City and HOA/Perdue argue that the ALJ was incorrect to include fire hydrants in
BFE’s rate base.’’ The City and the HOA/Perdue raise no new arguments or evidence for
exclusion of these items from rate base. The ALJ correctly considered and rejected the City’s
and HOA/Perdue’s arguments. The City’s own exceptions admit that the fire hydrants are used
to flush the system.*! The ALJ wa‘s correct to rely on the only expert evidence in the record oln
this matter—the testimony of Mr. Fermer and Mr. Dickey and to conclude that the fire hydrants
are used and useful in providing retail water utility service.” The City’s and HOA/Perdue’s

exceptions should be denged.,

¥ Cresson’s Excepticns ax 6-7.

% Cresson’s Exceptions at 7; HOA/Perdue Exceptions at 5-6.

2 Cresson’s Exceptions at 7.

PFD at 26,
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Roo7

BFE appreciates the thoughtful consideration provided by the ALJ in this matter. BFE

would respectfully request entry of an order consistent with BFE’s Exceptions to the Proposal for

Decision and with this Reply to Exceptions. BFE respectfully requests any and all further relief

to which it is duly entitled.

Respectfully submitted,

LLOYD GOSSELINK
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Austin, Texas 78701
Telephone:  (512) 322-5830
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ATTORNEYS FOR BFE WATER COMPANY
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CERTIFICATE OF SERVICE

I, Eileen L. McPhee, hercby cettify that on this 4th day of September, 2013, a true and
correct copy of this document was transmitted by the method shown, in accordance with SOAH

Order No. 1, to the parties listed below:

Brdget Bobac, Chief Clerk
TCEQ, Office of the Chief Clerk
P. O. Box 13087

Austin, Texas 78711-3087

Blas Coy

TCEQ), Office of Public Interest Counsel
P. O. Box 13087, MC-103

Austin, Texas 78711-3087 .

Via Elecfronic Mail Via Electronic Moil
Ron Becker Scott Perdue )
City of Cresson Bourland Field Estates
123 Concorde Cirele Homeowners® Association
Cresson, Texas 76035 137 Constellation Drive
Via Electronic Mail Cresson, Texas 76035
Via Electronic Mail |
Kayla Murray

TCEQ, Office of the Executive Director
P. 0. Box 13087, MC-173

Austin, Texas 78711-3087

Via Electronic Mail

3197/00/411847)

(o LS

EILEEN L. McPHEE
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