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This Order addresses the application of Aqua Texas, Inc. to amend its system miﬁrqument
charges (SICs) under 16 Texas Administrative Code (TAC) § 24.76. A hearing on the'mer;;s was
held on August 7 and 8, 2024. On November 14, 2024, the State Office of Administrative Hearings
(SOAH) administrative law judges (ALJs) filed a proposal for decision recommending that Aqua
Texas’s application be denied.

The Commission agrees with the proposal for decision’s recommendation that the
application be denied. However, the Commission clarifies some of the reasoning below. In
addition, the Commission makes modifications for completeness and consistency with the
Commission’s prior orders. In accordance with these decisions, the Commission adopts the

proposal for decision, including findings of fact and conclusions of law, to the extent provided in

this Order.

I. Discussion
The Commission may change findings of fact or conclusions of law in a proposal for
decision if the Commission (a) “determines that the administrative law judge did not properly
apply or interpret applicable law, commission rules or policies, or prior administrative decisions
or issued a finding of fact that is not supported by the preponderance of the evidence; or
(b) determines that a commission policy or a prior administrative decision on which the
administrative law judge relied is incorrect or should be changed.”! The Commission’s changes

to the proposal for decision, and the reasons and legal bases for the changes, are provided below.

I' Tex. Gov’t Code § 2003.049(g)(1)-(2).
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A. Sufficiency of the Application
There is discussion in the proposal for decision and the parties’ filings regarding the

b2 ]

application’s “sufficiency.” The ALJs found that Aqua Texas’s application was not sufficient
under 16 TAC §24.76(d) and the Commission’s prior order in Docket No. 53428.%2 The

Commission agrees with the ALJs’ conclusion but provides the following clarifications.

In Docket No. 46245, the Commission found that a utility was “conflat{ing] the standard
for administrative completeness with a utility’s burden of proof. A review of an application’s
administrative completeness is performed to determine whether the Commission has received
sufficient documentation to allow Commission Staff to evaluate the merits of an application . . . .
An application’s merits are not evaluated in the review for administrative completeness . . . . Even
though the Commission found its application administratively complete, [the utility in that docket]
was put on notice through the testimony and other actions of the parties in [that] case that its

requested rate increase might not be legally sufficient.”*

Similarly, in this proceeding, the application was found administratively complete in Order
No. 8. At that time, the timelines in 16 TAC § 24.76(g)—which depend on the determination that
the application is sufficient—applied. As the proposal for decision states, “the sufficiency
determination for purposes of triggering deadlines in Rule 24.76 bears only on the determination
to advance the application to a substantive review.” In that context, sufficiency is synonymous

with administrative completeness.

However, it would place semantics above substance to suggest that an application is legally
sufficient just because it has been found administratively complete. Whether or not one uses the
term sufficiency, the utility bears the burden of proof by a preponderance of the evidence to show

that its application meets the applicable statutory and rule requirements and complies with prior

2 Application of Aqua Texas, Inc. for System Improvement Charges, PUC Docket No. 53428, SOAH Docket
No, 473-23-04521, Order (Sept. 28, 2023); Proposal for Decision at 50 (Nov, 14, 2024).

* Application of Double Diamond Utility Company, Inc. for a Rate/Tariff Change, PUC Docket No. 46245,
SOAH Docket No. 473-17-0119. WS, Order on Rehearing (Dec. 12, 2019),

4 Id. at 37 (emphasis added).

5 Proposal for Decision at 14.
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Commission orders.® As the ALJs determined, Aqua Texas did not meet its burden of proof in this

proceeding.

Practically speaking, if a review is to be expedited, it must be presented in a manner that
lends itself to expedited review. That is why the Commission’s SIC rule prescriptively requires
that an application include “a description of the eligible plant . . . , including the project or projects
included in the request and an explanation of how each project has improved or will improve
service;” and “information that sufficiently supports the eligible cost, such as invoices, receipts,
and direct testimony, and that sufficiently addresses the exclusion of costs for plant provided by
explicit customer agreements or funded by customer contributions in aid of construction.”’
Moreover, the parties clearly had concerns with Aqua Texas’s original SIC application but reached
an agreement specifying that in all future SIC applications, “[a]ny listed assets for which the
applicant seeks recovery of investment must be well organized by project and public water or
sewer system, and data must be appropriately linked to the model used by the applicant.”® That
language from the agreement was memorialized in ordering paragraph 3 of the Commission’s final

order in Docket No. 53428,

Here, as the proposal for decision explains and the preponderance of the evidence shows,
Aqua Texas did not comply with the Commission’s rule or the Comrmission’s prior order. For
example, as the ALJs found, “[Aqua Texas’s witness] acknowledged that in preparing the
application, he followed the same format of the prior application and did not organize the
application by project.”® By failing to comply with the Commission’s rule and prior order, even
though the application was found administratively complete, it was not legally sufficient to carry
Agua Texas’s burden of proof in this proceeding. In addition, as the ALJs found, because of the
state of the evidence, there is no way to reasonably remedy this situation by simply applying select

disallowances.

8 16 TAC § 24.12.
T 14§ 24.76(d)(1), (3).

¥ Application of Aqua Texas, nc. for System Improvement Charges, PUC Docket No. 53428, SOAH Docket
No. 473-23-04521, Order, Ordering Paragraph No. 3 (Sept. 28, 2023}

? Proposal for Decision at 24.
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Further, as the ALJs found, Aqua Texas did not show by the preponderance of the evidence
that its costs were eligible for inclusion in the SIC. Because the prudence, reasonableness, and
necessity of costs is not addressed unless good cause is found, the main contested issue remaining
in a SIC proceeding is whether costs are eligible for inclusion. The extensiveness of attempted
review by the parties in this proceeding was not the result of a heightened standard of review but
because Aqua Texas’s records were poorly organized and its assertion that costs were eligible was

not clearly supported.

Consistent with the above discussion, the Commission modifies conclusions of law 8 and 9
to move the rule reference for clarity. Additionally, the Commission modifies conclusion of

law 24 for completencss and clarity.

B. Capitalization Policy
Significant concerns with Aqua Texas’s capitalization policy were raised in this
proceeding. Ultimately, the ALJs recommended that the policy “be reviewed in Aqua Texas’s
next comprehensive rate case but [did] not otherwise make findings regarding its
appropriateness.”'® The Commission agrees with the ALJs> recommendation: capitalization is a
fundamental ratemaking issue because it affects what constitutes a capital investment versus what

is an expense.

The Commission agrees that findings regarding the appropriateness of Aqua Texas’s
capitalization policy should not be made in this proceeding. However, the Commission finds that
its order should memorialize some of the facts and concerns raised in this proceeding to facilitate
the Commission’s review of this issue in Aqua Texas’s upcoming base-rate proceeding. Therefore,
to reflect the evidence in the record as discussed in the proposal for decision, the Commission adds
new findings of fact 68A through 68C and new conclusion of law 31A. The Commission also

modifies ordering paragraph 3 for clarity.

C. Other Changes to the Proposal for Decision
The Commission also makes non-substantive changes for such matters as capitalization,
spelling, grammar, punctuation, style, correction of numbering, readability, and conformity with

the Commission’s order-writing format,

10 Id. at 80.
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II. Findings of Fact

The Commission adopts the following findings of fact.

Applicant

1.

Aqua Texas is a domestic for-profit corporation registered with the Texas secretary of state

under filing number 800304878.

2. Aqua Texas holds certificate of convenience and necessity (CCN) numbers 13201, 13202,
13254, 21059, 21065, and 21116 that obligate it to provide retail water and sewer service
in its certificated areas.

3. Aqua Texas provides retail water service to approximately 72,400 water connections and
retail sewer service to approximately 22,700 sewer connections,

Application

4. On October 26, 2023, Aqua Texas filed an application with the Commission to amend its
system improvement charges for its water and sewer service tariffs.

5. The application seeks recovery of the original costs of plant installed between
January 1, 2022 and July 31, 2023.

0. Aqua Texas seeks to recover approximately $86 million ($44 million for water and $42
million for wastewater) in capital expenditures, net of contributions in aid of construction.

7. Aqua Texas seeks to collect approximately $8.8 million annually in system improvement
charges revenue ($4.7 million for water and $4.1 million for sewer) from affected
customers above what is currently included in Aqua Texas’s current base rates and system
improvement charges.

8. In Order No. 6 filed on December 4, 2023, the Commission ALJ required Aqua Texas to
file supplemental information.

9. On December 21, 2023, Aqua Texas filed supplemental application information.

10. On January 30, 2024, the Commission ALJ found the application, as supplemented,

administratively complete.
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Eligibility to Apply for System Improvement Charges

I1.  Aqua Texas does not have a comprehensive rate proceeding pending before the
Commission.
12, On October 3, 2023, Aqua Texas was granted a good-cause exception to file a system

improvement charge application in the fourth quarter of 2023.

Notice of the Application

13. On or about October 27, 2023, Aqua Texas sent notice of the application by first-class mail
to all affected ratepayers of Aqua Texas’s subdivisions and service areas in its North,

Southwest, and Southeast Regions.

14.  On November 8, 2023, Aqua Texas filed an affidavit attesting to the provision of notice of
the application of all affected ratepayers.

15.  Notice of the application is sufficient.

Interventions and Protests
16. From October 30, 2023, to April 4, 2024, more than 780 protests were filed with the

Commission, and approximately 45 motions to intervene were filed.

17. In Order No. 6 filed on December 4, 2023, the Commission ALJ granted the interventions
of the Office of Public Utility Counsel (OPUC); Karen Ricks; and the Wimberley Valley
Watershed Association, Woodcreek Property Owners Association, and Trinity Edwards
Springs Protection Association (collectively, the intervenor associations), as well as

of 24 customers,

18. In Order No. 7 filed on January 10, 2024, the Commission ALJ granted the interventions

of Del Webb, The Woodlands Homeowners Association, and an additional five customers.
19. On March 20, 2024, the Commission ALJ denied six customer interventions as untimely.

20. In SOAH Order No. 5 filed on July 17, 2024, the SOAH ALJs dismissed multiple customer
intervenors, Del Webb, and The Woodlands Homeowners Association for failure to timely

file direct testimony or a statement of position,

21.  The only remaining intervenors in this proceeding are OPUC, the intervenor associations,

and Karen Ricks.
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Statements of Position and Testimony

22. On October 26, 2023, Aqua Texas filed the direct testimonies of Craig L. Blanchette,
president of Aqua Texas; Rasool Ahmadibeni, manager of rates and planning for
Aqua Texas; and Cameron Alden, state engineer for Aqua Texas at the fime Aqua Texas
filed its application.

23. On December 6, 2023, Aqua Texas filed its first correction to the direct testimony of
Mr. Ahmadibeni.

24, On April 26, 2024, Aqua Texas filed the direct testimony of Brian Gresehover, vice
president of engineering for Aqua Services, Inc., an affiliate of Aqua Texas, in which
Mr. Gresehover adopted the previously filed testimony of Mr. Alden, who was unavailable
to testify at the hearing on the merits.

25. On June 28, 2024, Aqua Texas filed its second correction to the direct testimony of
Mr. Ahmadibeni.

26. On July 11, 2024, the intervenor associations filed the direct testimony of
William Stannard.

27. On July 11, 2024, OPUC filed the direct testimony of Nelisa Heddin.

28.  On July 23, 2024, Karen Ricks filed a statement of position.

29. On July 23, 2024, Commission Staff filed the direct testimonies of Kathryn Eiland,
David A. Lopez, 111, and Emily Sears.

30.  On July 26, 2024, Aqua Texas filed the rebuttal testimonies of Mr. Ahmadibeni and
Mr. Gresehover.

Referval to SOAH

31. On April 10, 2024, the Commission referred this docket to SOAH for assignment of an
ALJ to conduct the hearing.

32. On April 11, 2024, the Commission filed a preliminary order listing issues to be addressed

in this proceeding.
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33. In SOAH Order No. 2 filed on May 6, 2024, the SOAH ALJs memorialized the prehearing
conference in which the ALJs found that good cause did not exist to extend the deadline
for this proceeding beyond 120 days and found that good cause did not exist to determine
whether the eligible costs were prudent, reasonable, or necessary.

34.  In SOAH Order No. 3 filed on May 9, 2024, the SOAH ALJs found that there was good
cause to extend the deadline in this proceeding beyond 120 days based on the parties’
agreement, adopted a procedural schedule, and approved interim rates effective
August 8, 2024.

35. On August 5, 2024, the SOAH ALJs conducted a prehearing conference.

36. On August 7 and 8, 2024, ALJs Christiaan Siano and Daniel Wiseman held the hearing on
the merits by videoconference.

37. On September 13, 2024, Aqua Texas, OPUC, Commission Staff, and the
intervenor associations filed their post-hearing initial briefs.

38. On September 17, 2024, Karen Ricks filed a post-hearing initial brief.

39, On September 20, 2024, Aqua Texas, OPUC, Commission Staff, and the
intervenor associations timely filed post-hearing reply briefs.

40, On September 20, 2024, the record closed with the submission of post-hearing briefs.

The Utility

41.  The entity or combination of entities that constitutes the utility for purposes of the
application is Aqua Texas, Inc.

42. The legal name and assumed names, if any, of the entity or entities constituting the utility
for purposes of the application is Aqua Texas, Inc.

43, Aqua Texas, Inc. no longer has an assumed name.

44, The entity or combination of entities that hold water CCN numbers 13201, 13203,
and 13254 is Aqua Texas, Inc.

45, The entity or combination of entities that hold sewer CCN numbers 21059, 21065,

and 21116 is Aqua Texas, Inc.
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46.

47,

48.

49.

50.

51.

52,

53.

54,

The entity or entities that own the equipment and facilities used to provide water service

under water CCN numbers 13201, 13203, and 13254 is Aqua Texas, Inc.

The entity or entities that own the equipment and facilities used to provide sewer service

under sewer CCN numbers 21059, 21065, and 21116 is Aqua Texas, Inc.

The entity or entities that operate the equipment and facilities used to provide water service
under water CCN numbers 13201, 13203, and 13254 is Aqua Texas, Inc., using its own
personnel, contract operators, and supplemental support services provided by

Essential Utilities Services Inc. on a confract basis.

The entity or entities that operate the equipment and facilities used to provide sewer service
under sewer CCN numbers 21059, 21065, and 21116 is Aqua Texas, Inc., using its own
personnel, contract operators, and supplemental support services provided by Essential

Utilities Services Inc. on a contract basis.

Aqua Texas provided a list of its employees and officers with the October 26, 2023 direct
testimony of Mr. Blanchette.

The entity listed on the annual report filed with the application is Aqua Texas, Inc.
Agqua Texas, Inc. is the only utility entity for purposes of the application.

Aqua Texas, Inc. is a domestic for-profit corporation incorporated on February 13, 2004;

its Texas filing number is 8000304878; and its tax ID number is 32014405503.

There is no combination of entities that constitutes the utility, and no entity should be

joined with Aqua Texas, Inc. in this proceeding under 16 TAC § 22.104(a).

Calculation of the System Improvement Charges

55.

56.

Aqua Texas’s current base rates were set by final orders filed from 2008 to 2014, before
the ending date of the 2019 reporting period reflected in the utility’s annual report and more

than three years before the application was filed.

No costs for plant provided by explicit customer agreements or funded by customer
contributions in aid of construction are sought to be included in the reconcilable cost used

to calculate the revenue requirement for the system improvement charges.
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57.

Aqua Texas’s existing system improvement charges were set by Commission order on

September 23, 2023,

Interim Rates

58.

59.

60.

In SOAH Order No. 3 filed on May 9, 2024, the SOAH ALIJs authorized Aqua Texas to
charge the interim rates set forth in the proposed tariff, attachment 4 to its application,

beginning on August 8, 2024,

On August 19, 2024, Aqua Texas filed clean tariffs for its North, Southeast, and Southwest

Regions implementing the interim SIC rates.

On September 17, 2024, Aqua Texas filed an affidavit of notice of the interim system
improvement charge rates that was provided to every affected ratepayer in their August or

September 2024 bill.

Sufficiency of the Application

61.

62.

63.

64.

65.

Aqua Texas provided with its application the written direct testimony of Mr. Alden, which
described some of Aqua Texas’s major projects and provided a brief explanation of how

those few projects had improved or would improve services.

Mr. Alden’s testimony identifies some wastewater systems by name in the Southwest
Region, but it is not possible to determine which of those projects was associated with

which system.

Aqua Texas did not include a description of the eligible plant, description of each project,
or explanation of how each project has improved or will improve service as a part of
Mr. Alden’s testimony, nor elsewhere in its application, or in the course of the evidentiary

hearing.

Aqua Texas included with its application a series of schedules that identified individual

expenditures for which cost recovery is sought through the system improvement charges.

Operation and maintenance expenses are not capitalizable unless they are part of a larger

capital project.
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60.

67.

68.

68A.

63B.

68C.

Neither Aqua Texas’s application nor supporting schedules establish whether any of the
individual operation and maintenance expenditures for which cost recovery is sought are a

part of a larger project.

Aqua Texas has failed to provide a sufficient description for what it claims is the eligible

plant for which cost recovery is sought through the system improvement charges.

Agqua Texas has failed to provide information that supports including the operation and
maintenance expenses described in its schedules in the eligible cost of the system

improvement charges.

Aqua Texas’s capitalization policy was adopted in 2016, which is after Aqua Texas’s last
comprehensive base-rate proceeding. Aqua Texas’s capitalization policy has never

undergone Commission review.

Intervenors in this proceeding raised concerns that many of Aqua Texas’s expenditures
were not eligible capital expenditures, but rather regular operations and maintenance costs

that should have been expensed.

The appropriateness of Aqua Texas’s capitalization policy is not addressed in this Order

but may be reviewed in Aqua Texas’s next comprehensive base-rate proceeding.

Federal Income Tax

69.

Aqua Texas’s federal income tax rate of 21%, after reflecting flow-through adjustments

for federal income tax expense, is appropriate.

After-Tax Overall Rate of Return

70.

71.

A weighted cost of debt of 2.64% is appropriate.

An after-tax overall rate of return of 6.94% is appropriate.

Orther Revenue Related Expenses

72.

Aqua Texas’s Texas state gross margin tax, after reflecting the flow-through adjustments,

is appropriate.

Annual Meter Eguivalenis

73.

Aqua Texas’s meter equivalents for 3" meters should be adjusted by using a meter size

multiplier of 15.
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Ad Valorem Taxes

74.  Aqua Texas did not include amounts associated with ad valorem taxes in its application.

Annual Depreciation Expense

75. Aqua Texas’s annual depreciation expenses, as adjusted based on other system

improvement charge calculation adjustments, are appropriate.
III. Conclusions of Law
The Commission adopts the following conclusions of law.

I. The Commission has authority over this proceeding under Texas Water Code (TWC)
§§ 13.041(a), 13.182, and 13.183(c).

2. Agqua Texas 1s a utility, public utility, and water and sewer utility as those terms are defined

in TWC § 13.002(23) and 16 TAC § 24.3(38).
3. Aqua Texas is a class A utility as defined by TWC § 13.002(4-2) and 16 TAC § 24.3(5).

4. The Commission processed this application as required by chapter 13 of the Texas Water

Code, the Administrative Procedure Act,!! and Commission rules.

5. Aqua Texas is eligible to file this application for system improvement charge amendments

under 16 TAC § 24.76.
6. Aqua Texas provided notice of the application in compliance with 16 TAC § 24.76(f).

7. Absent good cause or agreement of the parties, the SOAH ALJ must set a procedural
schedule that will enable the Commission to issue a final order within 120 days after the

application is referred to SOAH under 16 TAC § 24.76(g)(5).

8. A determination that an application is administratively complete under 16 TAC § 24.8 does
not establish that an application was sufficient under all statutory and regulatory

requirements.

9. An administrative completeness determination under 16 TAC § 24.8 cstablishes only that

an application is sufficient for further substantive review.

I Tex. Gov't Code §§ 2001.001-66.016.
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10.

11.

12.

13.

14.

15.

16.

17.

The issue of whether eligible costs included in an application for a system improvement
charge or an amendment to a system improvement charge are prudent, reasonable, or
necessary, will not be addressed in a system improvement charge proceeding unless the
presiding officer finds that good cause exists to address those issues in accordance

with 16 TAC § 24.76(h).

Costs recovered through a system improvement charge are subject to reconciliation in the
utility’s next comprehensive rate case. Any amounts recovered through the system
improvement charge that are found to have been unreasonable, unnecessary, or imprudent,
plus the corresponding return and taxes, must be refunded with carrying costs as required

by 16 TAC § 24.76(i).

A system improvement charge implemented in compliance with applicable rules followed
by reconciliation in the utility’s next comprehensive rate case assures that rates, operations,
and services are just and reasonable to the consumers and to the utilities under

TWC § 13.183(e).

Eligible plant is plant properly recorded in the National Association of Regulatory Utility
Commissioners System of Accounts, accounts 304 through 339 for water utility service or

accounts 354 through 389 for sewer utility service under 16 TAC § 24.76(b)(1).

A system improvement charge may only recover the portion of the cost of a utility’s eligible

plant that is not already included in the utility’s rates under 16 TAC § 24.76(b)(2).

A system improvement charge proceeding does not address accounting for replacing retired

plant, which would require reconciliation.

An application to establish or amend a system improvement charge must include a
description of the eligible plant for which cost recovery is sought through the system
improvement charge, including the project or projects included in the request and an
explanation of how each project has improved or will improve service in accordance

with 16 TAC § 24.76(d)(1).

An application to establish or amend a system improvement charge must include

information that sufficiently supports the eligible cost, such as invoices, receipts, and direct
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18.

19.

20.

21.

22.

23.

24,

25.

testimony, and that sufficiently addresses the exclusion of costs for plant provided by
explicit customer agreements or funded by customer contributions in aid of construction in

accordance with 16 TAC § 24.76(d)(3).

Aqua Texas has the burden of proof to demonstrate that the application meets each
applicable statutory and regulatory requirement by a preponderance of the evidence.

TWC § 13.184(c); 16 TAC § 24.12; Tex. Gov’t Code § 2003.049(g)(1)(B).

Aqua Texas did not meet its burden of proof to demonstrate that the plant was eligible plant
properly recorded in the National Association of Regulatory Utility Commissioners System
of Accounts, accounts 304 through 339 for water utility service or accounts 354

through 389 for sewer utility service under 16 TAC § 24.76(b)(1).

Aqua Texas failed to include a sufficient description of the eligible plant for which cost

recovery is sought through the system improvement charge.

Aqua Texas failed to include a sufficient description of the project or projects included in

the request.

Aqua Texas failed to include a sufficient explanation of how each project has improved or

will improve service.
Aqua Texas failed to provide information that sufficiently supports the eligible plant cost,

Aqua Texas failed to meet its burden of proof to establish that its application for a system
improvement charge was sufficient. That is, Aqua Texas failed to meet its burden of proof

to establish that its application complied with all the requirements of 16 TAC § 24.76(d).

Aqua Texas bears the burden to prove compliance with 16 TAC § 24.76(d) and enjoys no
presumption that the costs it secks to recover through a system improvement charge are
eligible plant by simply opening its books and records to inspection. Entergy Gulf States,
Inc. v. Pub. Util, Comm’n, 112 S, W.3d 208, 214 (Tex. App.—Austin 2003, pet. denied).
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20.

27.

28.

29.

30.

31.

Aqua Texas’s system improvement charge application is subject to the requirements found
in the Commission’s order in Docket No. 53428,!2 including Ordering Paragraph No. 3,
which required Aqua Texas to only include in the application assets for which it is seeking
recovery of investment and also required that the listed assets for recovery be well
organized by project and public water or sewer system, with the data appropriately linked

to the model used by Aqua Texas.

Aqua Texas failed to comply with the order in Docket No. 53428, because it failed to well
organize its listed assets for which it seeks recovery by project in its application and
because it failed to link its supporting documentation to the schedules it claimed provided

the information regarding its listed assets,

Because Aqua Texas failed to provide information in its application necessary to determine
whether its listed expenditures for which cost recovery is sought are eligible for inclusion
in a system improvement charge, Aqua Texas has failed to demonstrate that its application

complies with the applicable rules in accordance with 16 TAC § 24.76.

Because the deficiencies in Aqua Texas’s application prevent a reliable adjustment of the
system improvement charge based on costs that would be eligible for cost recovery under

a system improvement charge, Aqua Texas’s application should be denied.

Aqua Texas will need to refund or credit against future bills of affected customers all sums
collected in excess of the system improvement charge amendments finally ordered plus
interest as determined by the Commission in a reasonable number of monthly installments

in accordance with 16 TAC §§ 24.37(h) and 22.125(e).

As required by the Commission’s order in Docket No. 53428,'* Aqua Texas must file a
comprehensive rate proceeding by September 26, 2025, two vyears from

September 28, 2023.

2 dpplication of Aqua Texas, Inc. for System Improvement Charges, Docket No. 53428, Order

(Sept. 28, 2023).

13 Id., Ordering Paragraph No. 3.
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31A.

Under TWC § 13.131(a) and 16 TAC § 24.127, Aqua Texas is required to keep and render
to the Commission, in the manner and form prescribed by the Commission, uniform
accounts for all business transacted. The Commission may also prescribe forms of books,

accounts, records, and memoranda to be kept by Aqua Texas.

IV. Ordering Paragraphs

In accordance with these findings of fact and conclusions of law, the Commission issues

the following orders:

L.

The Commission adopts the proposal -for decision, including findings of fact and

conclusions of law, to the extent provided in this Order.

The Commission denies Aqua Texas’s application to amend its system improvement

charge.
Aqua Texas must file a comprehensive rate case by September 26, 2025.

Based on the concerns raised in this proceeding, in its next comprehensive rate case, Aqua
Texas must provide testimony and supporting documentation that explains in detail and
fully supports its capitalization policy and demonstrates compliance with applicable Texas

Water Code and Commission rule requirements.

Aqua Texas must refund or credit against future affected customer bills all sums collected
in excess of the system improvement charges approved in Docket No. 53428, plus interest.
The refunds or credits must be implemented in separate Docket No. 57622, Compliance
Filing for Docket No. 55577 (Application of Aqua Texas, Inc. to Amend Its System
Improvement Charges under 16 TAC § 24.76). Within 90 days of the date of this Order,
Aqua Texas must file in that compliance docket documentation to identify any sums
collected in excess of the system improvement charges approved in Docket No. 53428,
identify the amount to be refunded or credited to customers, and identify a reasonable

number of monthly installments for refunds or credits to customers.

The Commission denies all other motions and any other requests for general or specific

relief, if not expressly granted.
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I Floruaou,
Signed at Austin, Texas the day of 2025.
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PUBLIC UTILITY COMMISSION OF TEXAS

THOMAS J. GLEESON, CHAIRMAN
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KATHLEEN JAWSON COMMISSIONER
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COURTNEY K. HIALTMAN, COMMISSIONER
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