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Dear TCEQ Chief Clerk: 
 
 Pursuant to your letter of May 27, 2026, the City of Kaufman (“Kaufman” or “the City”) 
files this reply to the responses of the Applicant Bullhead Energy LLC, the Executive Director 
(“E.D.”) and the Office of Public Interest Counsel (“OPIC”) to the request for hearing filed by the 
City of Kaufman dated February 4, 2026.   
 

I. Reply to Response Filed by Applicant 
 
The Applicant, Bullhead Energy LLC (“Bullhead”), filed a response to Kaufman’s hearing 

request that focused on only one issue: whether the proposed MUD property was located in the 
City’s extraterritorial jurisdiction (“ETJ”).  The parties simply disagree whether as a matter of law 
the property has been removed from Kaufman’s ETJ, but regardless of that issue, Kaufman has 
raised a number of other bases for its justiciable interest as an affected person under 30 TAC § 
55.203(d).   

 
As provided in TCEQ rules, a city can be an affected person if it shows that it has authority 

under state law over issues raised by the application. See 30 TAC § 55.203(b) and (c)(7).  
Obviously, if the proposed MUD property is located in Kaufman’s ETJ, this standard for a city 
being considered an affected person has been met.  But under §55.203, the issue of whether the 
property is located in the City’s ETJ is just one basis upon which the City can be considered to be 
an affected person and if there are any other “issues raised by the application” over which the City 
has legal authority, the City can be considered to be an affected person with respect to these non-
ETJ issues.  So regardless of whether TCEQ considers the proposed MUD property to have been 
legally removed from Kaufman’s ETJ, Kaufman is still an affected person entitled to a contested 
case hearing.   

 
The following section summarizes the ETJ issue raised by the pleadings in this case, and 

following that Kaufman lists the other non-ETJ issues raised by the application over which 
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Kaufman has authority under state law and which each independently constitute sufficient grounds 
for finding Kaufman to be an affected person with respect to Bullhead’s application for creation 
of the MUD.  

 
A. Whether the MUD property has been legally removed from Kaufman’s ETJ.  

 
As described in Kaufman’s hearing request dated February 4, Bullhead filed a petition for 

removal of the MUD property from Kaufman’s ETJ.  The City carefully reviewed the petition for 
removal and expressly denied the request for removal as the petition did not comply with the 
requirements of Local Government Code Section 42.104.  Kaufman further maintains that the 
process for removal from its ETJ is unconstitutional and the City of Kaufman is a party Plaintiff 
in a coalition of Texas cities challenging the legality of the ETJ removal statute.  Currently those 
legal challenges remain pending in the state district courts.    

 
Because Kaufman affirmatively denied Bullhead’s petition for ETJ removal due to the 

removal petition’s statutory noncompliance, and because the ETJ removal statute is currently the 
subject of litigation in the Texas courts, Kaufman maintains that the Bullhead Energy property is 
still within its ETJ.  Since a portion of the proposed MUD would be located in the Kaufman’s ETJ, 
under Texas Water Code Section 54.016, the MUD petitioner is required to obtain the consent of 
Kaufman to its creation.  However, Kaufman has not granted that consent and indeed expressly 
objects to the creation of any portion of the proposed MUD within its ETJ.     

 
The TCEQ is not statutorily authorized to rule on the legality of the Bullhead ETJ removal 

and in fact the E.D. acknowledges in her response to the City’s hearing request that the legality of 
the Bullhead ETJ removal is uncertain.  In light of that uncertainty, the TCEQ should not make a 
decision on that legal issue in this proceeding which at this point is only to determine whether the 
City’ hearing request should be granted.  But regardless of the ETJ removal issue, Kaufman has 
cited the following issues arising under the MUD application that personally affect the City in a 
way not common to members of the general public:     

      
B. Whether the MUD will obtain retail water service from Crandall or Gastonia Scurry SUD.  

 
As described in Kaufman’s hearing request, Bullhead states in its MUD creation petition 

that the MUD will obtain retail water service from the City of Crandall which has water CCN No. 
11295 covering the western half of the proposed development.   However, it is not known whether 
or on what terms Crandall will be able to provide retail water service to the proposed development.  
Similarly, the stated retail water provider for the eastern half of the MUD development is Gastonia 
Scurry SUD (“Gastonia”), but it may not currently have the water treatment capacity to provide 
retail water service to the proposed development.  Moreover, both Crandall and Gastonia may 
require the MUD developer to make capital contributions to add water treatment capacity which 
costs have not been considered in the engineering report. 
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C. Whether there will be water quality, drainage and traffic impacts on the City of Kaufman.  
 

As described in its hearing request, the City of Kaufman is concerned about water quality, 
drainage and traffic impacts on directly adjacent land within its incorporated city limits (regardless 
of whether the property is considered to be within the City’s ETJ).  Kaufman is also concerned 
about potential interferences with municipal functions and services including increased demands 
on city services that would be generated by the proposed development. These impacts on Kaufman 
have not been addressed in the MUD petition or in the engineering report and therefore they need 
to be the subject of a contested case hearing.  

 
D. Whether Bullhead is legally authorized to do business in Texas.  

 
As described in Kaufman’s hearing request, Bullhead is shown in the MUD creation 

petition to be a Delaware limited liability company.  However, a review of the Texas Secretary of 
State’s records shows no such entity having registered to do business in Texas.  The only Texas 
entity with a similar name is Bullhead Energy Systems, LLC but that entity had its corporate 
existence forfeited on August 20, 2021 for failure to pay its state franchise taxes.  Delaware’s 
corporate records do show that an entity named Bullhead Energy, LLC exists in Delaware but that 
entity’s records with the State of Delaware consist of only a one-page document dated August 11, 
2017 (presumably its certificate of formation).  Bullhead’s actions in filing and prosecuting the 
MUD creation petition in order to develop the subject property clearly constitutes “transacting 
business” in Texas and therefore under Section 9.001 of the Texas Business Organizations Code, 
Bullhead is required to register with the Texas Secretary of State’s Office to transact business in 
Texas.  Moreover, the Kaufman County tax parcel ID map does not appear to show Bullhead 
Energy, LLC as a landowner of any of the tracts comprising the proposed MUD.  An evidentiary 
hearing is needed to address these discrepancies in the corporate status of Bullhead and to verify 
whether it actually owns the MUD property.  

 
E. Whether Bullhead has provided the engineering evaluations required by TCEQ rules.  

 
         As described in Kaufman’s hearing request, TCEQ rules require an “evaluation” of the effect 
of the proposed MUD and subsequent development on runoff rates, drainage and water quality.  
See 30 TAC § 293.11(d)(5)(H).  However, Bullhead’s engineering report merely states that 
increased flow from the development will be alleviated by the proposed detention ponds, but it 
does not show the size or location of the detention ponds.  The engineering report provides no 
calculations of the amount of stormwater flows, no calculations of runoff rates, and no information 
about where runoff will occur from the proposed development – all despite the fact that a portion 
of the MUD would be located in the 100-year floodplain. The cursory conclusion in the 
engineering report that the proposed drainage system “will provide adequate drainage for the 
developed property” with no supporting information does not constitute an “evaluation of drainage 
and stormwater runoff” as required by TCEQ rules. 
 

Similarly, the engineering report fails to evaluate in any meaningful way the effects of the 
proposed MUD on water quality as the report merely states that wastewater will be treated and 
discharged from a TCEQ-permitted wastewater plant.  Aside from this brief statement, the 
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engineering report has no discussion of the nature, volumes or ecological impacts of the 
wastewater that will be discharged from the proposed development. 

 
F. Whether there are other discrepancies in Bullhead’s engineering report that need to be 

resolved in a hearing.   
 

As described in Kaufman’s hearing request, the total cost figures for the water, wastewater, 
drainage and roadway facilities stated in the Notice of District Petition appear to significantly 
differ from the cost figures presented in the preliminary engineering report.  Also, Bullhead’s 
MUD creation petition cites the need for adequate parks and recreational land as a justifying need 
for the MUD, but it is unclear whether KCMUD-16 would have the providing of parks and 
recreation facilities as one of its authorized purposes.  Moreover, Bullhead’s engineering report 
refers to various tracts by a “tract number” but there is no map in the report identifying the tracts 
by tract number.  Finally, the identification of the engineering report exhibits by exhibit number is 
not provided and the descriptions and labeling of Tables 10 and 11 are inconsistent.   

 
II.  Reply to Response Filed by the Executive Director 

 
In her response, the E.D. acknowledges that she is unable to determine whether the 

proposed MUD is within the City of Kaufman’s ETJ.  Therefore, the E.D. states that “if based on 
subsequent filings”, the Commission determines that the proposed MUD is within the City’s ETJ, 
then the E.D. recommends granting the City’s hearing request; but if the Commission determines 
that it is not within the City’s ETJ, the E.D. recommends that the City’s hearing request be denied. 

 
The first problem with the E.D.’s response is that it does not define what “subsequent 

filings” consist of.  Is the E.D. suggesting that the issue of Bullhead’s ETJ removal be the subject 
of briefing by the Parties so that the Commission can make a decision on that issue in this case?  
If the Commission is to decide the legality of Bullhead’s ETJ removal in this case, under what 
legal authority would the Commission presume to make such a legal determination?  Or is the E.D. 
suggesting that the TCEQ await a decision from the Texas courts on the pending legal challenges 
to the ETJ removal statute?      

 
The second problem with the E.D.’s response is that it considers only the ETJ issue and 

not the other non-ETJ issues described in the City’s hearing request and reiterated in this reply.  
Under TCEQ rule § 55.203, if there are any issues raised by Bullhead’s MUD creation application 
that personally affect the City, the City is entitled to a hearing on those issues.  The adverse impacts 
on the City’s legal obligations to provide retail water service, and on the City’s water quality, 
drainage, traffic and emergency services are squarely within the type of issues personally affecting 
the City and not in the same manner as they affect members of the general public.  Moreover, the 
defects in Bullhead’s corporate status and the deficiencies in Bullhead’s engineering report are 
issues that should also be of sufficient concern to the E.D. to warrant a hearing. 
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III. Reply to Response Filed by OPIC 
 
OPIC’s response to Kaufman’s hearing request states that Kaufman’s hearing request 

should be granted based not only on the Parties’ dispute over the ETJ issue but also based on the 
numerous other impacts on the City as described in Kaufman’s hearing request and in this reply. 
Accordingly, the City agrees with OPIC.   

  
IV. Conclusion 

 
In light of the above facts, the City is uniquely and directly affected by the KCMUD-16 

creation petition in a manner not common to members of the general public and reiterates its 
request for a contested case hearing pursuant to TCEQ rules at 16 TAC §§ 55.255 and 55.256(b).  
A contested case hearing is needed to evaluate the above issues so that TCEQ can make a fully 
informed decision on Bullhead’s MUD creation Petition.   

 
Thank you for your consideration of this reply to the hearing request responses filed in this 

case.  If you have any questions regarding this, please feel free to contact me at any time. 
 

Very truly yours, 
        

        
       Stephen C. Dickman 

Outside Counsel for the City of Kaufman 
 

 
 
cc: M. Ann Montgomery, City Attorney 
 
 
 
 


