RESOLUTION NO. R-2009-13

A RESOLUTION FINDING A NECESSITY FOR THE ACQUISITION OF
THE TALL TIMBERS UTILITY COMPANY, INC.’S SEWAGE SYSTEM
AND RELATED PURPOSES; DECLARING SUCH ACQUISITION FOR A
PUBLIC PURPOSE; AUTHORIZING CONDEMNATION FOR THE F EE
SIMPLE INTEREST IN SAID PROPERTY; AND ESTABLISHING AN
EFFECTIVE DATE.

WHEREAS, studies heretofore conducted have determined that acquisition of the
hereinafter described property is necessary for the public purpose of the City operating the
sewage system known as the Tall Timbers Utility Company. Inc., to provide for improved
sewage system capabilities and for fair and equitable charges to the customers: and

WHEREAS, the City Council has found that a public necessity requires such acquisition;
and

WHEREAS, the City Council has found and determined that the fee simple interest in
and to the hereinafter described property is suitable for such purpose and that it is necessary to
acquire same in order to improve the sewage system and to provide for fair and equitable charges
for use of the system: and

WHEREAS, the City of Tyler, through its duly authorized representatives, has
negotiated with Tall Timbers Utility Company. Inc., a Texas corporation (which is owned 100%
by Algonguin Water Services of America, Inc., a Delaware corporation) as the owner(s) of such
property and has been unable to agree with such owner(s) as to the fair cash market value
thereof:

NOW, THEREFORE, be it resolved by the City Council of the City of Tyler, Texas:

PART 1: The City of Tyler has offered $768,300.00 to the owner(s), a final offer in
writing of a reasonable sum of money to compensate the owner(s) for the value of the fee simple
title to the property containing the sewage system and the damages to the remainder of this
property, if any, the offer of which is hereby confirmed.

PART 2: The acquisition of fee simple title in and to the Tall Timbers Utility Company
[ne’s sewage system. including the real property, easements, lines, facilities, fixtures,
improvements, above-ground and below-ground appurtenances, and related items associated
thereto, is hereby found to be necessary for the public purpose of improving, operating, and
maintaining the sewage system and providing for fair and equitable charges for the use of the
system by its customers.

PART 3: That it is hereby determined that the City of Tyler has in fact transmitted bona
fide offers to the property owner(s), in accordance with the laws of the State of Texas, for the



property described herein, and the owner(s) of the property and the City of Tyler have been
unable to agree and cannot agree on the value of the sewage system, including the real property,
improvements, appurtenances, and related items associated thereto for the damages to be paid
and further settlement negotiations have become futile and impossible. A true and complete
copy of the agreement to purchase the sewage system offered by the City of Tyler as its last and
final offer is hereby attached hereto as Exhibit “A-1." The final monetary offer of the City of
Tyler is hereby confirmed and approved.

PART 4: That the City Attorney for the City of Tyler or an attorney authorized by him be
and is hereby authorized and directed to file and cause to be filed against the property owner(s),
proceedings in eminent domain to acquire fee title in and to the above described property and to
conduct all parts of the condemnation in accordance with the laws and procedures of the State of
Texas.

PART §: That the value of the real property owned and utilized by Tall Timbers Utility
Company, Inc. for its facilities shall be determined according to the standards set forth in
Chapter 21, Property Code, governing actions in eminent domain;

PART 6: That the value of personal property and intangibles associated with Tall
Timbers Utility Company, Inc.’s business as a going concern shall be determined by the Texas

Commission on Environmental Quality, according to the procedures and standards set forth in
Texas Water Code Section 13.254.

PART 7: That this Resolution shall take effect immediately upon its adoption.

PASSED AND APPROVED this 13" day of May, 2009.
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ARBARA BASS, MAYOR
CITY OF TYLER, TEXAS
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Aprtl 34, 2009

Fal Timber Utitity Company, Ine.

o'o UT Corporation System

350 M. S Paut Strect By Federal Fapress (8634 0922 110 )
Dalias, Tevas 75201

Rer Froal Offer Letter
Talf Thnber Utitity Compuny. bnc. Sewage Syster
City of Tyler, Texas

Dear Directors:

On March 23, 2009, 1 sent a letter to Mr. Sean Lonergan, Director, Central Division Alponguin
Water Services, a copy of whish is atiached, While at one time | had been coaumuicating with
Mike Weber and Robert Dodds, T was given Mr. Lonergan’s name as the Proper person to whom to
dirpet all communications. To ensure that Tal] Fiatbers Unility Company, Inc., 2 Texas corperation
{which is owned 100% by Algonguin Water Services of America, I, a Delaware corporation) fas
notioe of the Final Offor fetter, § am sending it 1o all possible entities that are involved, 1 the Texas
Secretary of Siae's records with regard 1o the status and ownership of Tall Timbers Litility
Company, Inc. are inscourate please notify me Immedizely,

As stated previously, for almost three {3} years, the City of Tyler has repeatedly attempted to obain
infonmation in order for the Uity to formulate a fair and reasonahle offer for the acguisition of Tall
Timbers Lhility Company System, a pustion of which & loemed within the Uvler city lirpits, Asof
this dute, the Tall Timbers Utifity Company con only be deseribed as “nor-responsive,”

On Aprit 18, 2006, the City of Tyler proposed to purchase the portion of the Tall Thober Uity
Company, which ig located within the Tyler City Limits, less the reatraent phant, for 8227439, That
offer was based on information compiled and submiited by Tall Timber Utihity Company in Jone
2002 to the City of Tvler as part of 1 TariftRate Change Application. Tall Timbers Eaility Company
officially rejected this offer on May |, 2007, well over one (1) year latey,

Please Lot this letier serve as the Ciry of Tyler's final offer ketter to purchase Tall Timber Uity
Company. lnc's sewage system, b its artirety, imcluding bt not Himited 1o the real property,
easernents, lines, facilittes, fixtures, improvements, above-ground and below-ground appurienances,
and related iterms associated thereto, for ap smount of 768,330,

This firal offer shall rernain vahid for Sve {5} days from date of this Jefter. A1 the end of five {53
days the Clty of Tyler shall Begin condemnativn provesdings in accordance with the City of Tyler
Charter and applicable stte fows and regokitions,
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Attached tor your review is a copy of the “Dieterminasion of Mowetary Value of Algonquin Servise
Area” prepared by J. Stowe & Company thasis of aforementioned offery ve well ag a copy of me

Landowrer s Biil of Rights, as established by the Texas Legislature,

We gwait vour response.

S

Grdgary M. Morgan, P F,
Digector, Ulilities & Pablic Works

Enclosure

cet Mr Sean Lonergan (By Federal Express 8634 0922 31 153
Phrcctor, Central Division
Algonguin Water Services
65319 Mercedes Ave.
Dallas, Texus 73214

Algonquin Water Resources of America, Inc. (By Federal Express 8634 0922 3128)
¢/t The Corporation Trust Company

Corporation Trust Center

P09 Orange Street

Wilmington, Delaware 19801

fan Roberson, Director {By Federal Express 7975 5406 33423
Chris Jarratt, Director (By Federal Express 7975 5406 334
Dave Kerr, Director (By Federal Express 7975 5406 3342)
John Huxtey, Director (By Federal Txpress 7975 5406 3342y
Peter Kampain. CFO (By Federal Fxpress 7975 3406 3342
Tall Timbers Utility Comnpany, Inc.

2845 Bristol Chrcie

Quakrille, Ontario

L& THY Canada

Tall Timbers Utility Company, Inc. (By Federal Expross 8634 9922 3148)
12725 West Indian School Boad

Suite D101

Avondale, Artrona 85392

Joe Freciand. Matthews & Froeland, LLP
Jack Stowe, 1 Stowe & Co.

Celin Mlowers, Flowers & Davis, PLLC
Ceary Landers, Chiy Attorney



EXHIBIT “A” TO RESOLUTION R-2009-13
PAGE 3 OF 22

Mareh 20, 209

Mr. Scan Lonergan
Director, Central Division
Algonguin Water Services
4519 Mercedes Ave.
Dxallas, Texas 75214

Rer  Tall Timber Utility Company
Tyler, Texas

Blear Mr. Lonorgan:

For almost three () years, the City of Tyler has repcatedly  attempled o obtain
informmtion i order for the City o formudate n fair and reasonable offer for the
aequisition of Tall Timbers Utility Company system, a portion of which is located within
the Tyler city limiws, As of this date, the Tall Timbers Lhility Company can only be
described as “aon-responsive”.

G April 18, 2006 the City of Tvler proposed to purchase the portion of the Tall Timber
Lility Company, less the treatment plant, which is located within the Tyler City Limits
for $227.439, This offer was based on information compiled and submired to the City of
Tvler as part of @ TariffRate Change Application submitted to the City of Tyler by Tull
Timber Utility Company in June 2002, Tall Timbers Utility Company officially rejected
this offer on May 1, 2007, well over one €13 vear later,

Fali Timber Uttty Company’s lack of cooperation in this matter leaves us with no
choice but (o once again, propese a final offer to purchase the Tall Timbers Usility
Company, in its entirety, for an amount of $768,330. Once again, this offer is based on
the only information available; the 2002 TariffRate Change Application complied by
Tall Yimbers Utility Company. This is our final offer and shail remain on the valid for
five (3) days from receipt of this fetter. At the erd of five (3} days the City of Tyler shall
bogin condemnation proceeding in accordance with the City of Teler Charter and
applicable siste laws and regulatons.
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Attached for your review is a copy of the “Determination of Moneiary Value of
Algonquin Service Area” prepared by L Stowe & Company (basis of sforementioned
offer} as well as @ copy of the Landowner's Bill of ights, a5 establighed by the Texas
Legislatare,

/i
&E-Zs,«izjflmit VOUY rESpunse.

[
%kée‘i%rd{ )
7 A e
s
Grefery M. Morgan, P.E.
Director, Utilities & Public Works

CC: Robert Dodds, Algonguin Water Services
Guary Landers, City Atlormey
foe Freeland, Matthews & Freeland, LLP
Jack Stewe, J. Stowe & Co,
Chris Ekrut, L Stowe & Co,
Celia Flowers, Flowers & Davis, PLLO
Carrie King, Flowers & Davis, PLLC
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o SBSTowe & Coy

Tor  Mr Greg Morgan, P
Tylor Water Uifities
City of Tyler

From: Tack Stowe
President
I Btowe & Co,

Date:r March 4, 200

RE: Determination of Monetary Value of Algonquin Service Area

In May 2003, R.W. Beek, Ine. was retained by the City of Tyler 1o assist in determining the
monetary value of the Alzonguin Water Resources of Ameriva, e, {"Algonauin”, alo formerty
ktown us “Tall Timers™) wastewater service areg within the city himits of Tyler, In February
2009, members of 1. Stowe & Co. wito conducied the original valuation on behalf of W, Beck
were requested (o update the original valustion. In updating the valuation, 1. Stowe & Co. has
heen reguested to value the Algonquin service area under two ditfering scenarios as Sllows: (1)
e value of the Algonquin service area loeated inside the city fimits of Tyler and (2} the valee of
the entire Algonguin service ares,

Please note that while the City has made every effort o abiain updated duta from Algonqguin to
assist In performing the vahiation, the requested data. as of the date of this valuation, has net
been provided. As such, I Stowe & Co. has telied upon the historical data readdily available to
us during the performance of the prior valuation, and updated said data gsing reasonable
assarmptions where possible.  To the extent that the data and sssumptions utilized do poe
feeurately reflect actual performance or conditions of Algonguin, then the valuation contained
herein would mierd revision.

Based on our analysis, J. Stowe & Co. cstimates the monetary value of the Algonquin service,
sublect to the assessment of the age and condition of the facilities to be purchased and dug
sdiligence review, 1o be a3 follows:

Service Ares locsted witRin Tyier Clty Limita

Fixed Operating Revanue $  aav.o2d
Returs on investmant 8,464
Book Value of Assels ¢ axchuding WWTE Ny
Totat Valus 3 487840
Total Mgonquin Service Area
Bosk Yalug of Assels $  £18554¢
Halum on invesiment 132789

§ o8N
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Assumptions

Int determiniag the monetary value of the aren in guestion. several assumptions had 1 ke made,
which tcluded;

-

T Lockawt Dr., Sude G0 R

Number of connections mside the City as provided by Algenguin Water Resources, huly
2005

Number of connections oulside the City ss contzined in the Propesal for Devision (“PFD™
anct Order in TCEQ Dooker No. 2003-0153-UCR; SOAH Dacket No. SR2-U3-2283;

Connection growih based on Texas Watcr Development Board (TWDB) population
growth projections for the City of Tyler (Exhibit A):

300 total conmoctions at build-our within the Lity and that the Algonguin system possess
sufficient copacity to support up o 2,579 connections By 2043

Algomauin fformerly Tall Thmbers) revenue requirement as approved in the PID and
Order i TCHQ Docket No. 263-0153-LICR; SUAH Docker No, SR2-03-2283, adijusted
1o reflect inflation at 3.3% annual rate (Exibit

Disvount Rate of 10%;

Algenguin (formerly Tl Thnbers) capital structare, rute of return, and amount of invested
capital as approved in the PFD and Order in TCEQ Docket No. 2003-0153-UCR; S0AH
Bocker No. 582-03-2283: and :

Accumulated depreciation and remaining asset life us provided by Algonquin (formeriy
Tull Timberss as of December 31, 2004 (Exiubit O,
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Methodalopy

Serviee Area Located Within Tyler City Limdts

To determine the monetary value of the Algonguin conneetions leated within the ot ¥ s of
Tyler, L Bwwe & Co. divided the valuation into three parts: () Compensation for Fixed
Operating Revenue, (23 Compensation for Return oit favestment, and (3 Compensation for
Book Vafue of Assets in the service arca. excluding the WWTP, The goal of this valuation was
tor determine the squitsble compensation due Algonquin for their investment in the service ares,
as well 35 the potential revenne sosrce Jost dpor segiisition, 10 ensure that Algonguin s not el
with any stranded costs which coukd impact the remainder of its customers,

fe should be noted that in this valuation awthod, the “compensation” for Fixed Operating
Revenue reprasents future expenses that will still be borne by Algotiquin, but which are funded
by the acguisitien prive for the comections o be acquired by the Chy. It does not represent
compensation for any pottion of the system’s hard assets (e.g., water pipe, puamps, et¢) in
comparing this valuation with the vaiue determined for potential acquisition of the entire syaterm,
only compensetion for returs on investment and competisaiion for the book value of the assets
showld be considered in order © make an apples-to-apples comparison,

In order to compensate Algonguin for the revenme source lost upon sequisition, ) Stowe & Lo,
caiculated te fixed operating revenne per connection (314.43), The fixed Operating revente per
conneetion was derived by removing all varighle and pon-stranded revenue SUUCes, 48 approved
in TCEQ Docket No. 2003-01 53-UCK: SOAH Docket N, SRIU3-0282 and adjasted for
inflation as Mustrated in Exhibit B, These varmble and non-stranded revenue sources were then
divided by the sssumed total number of connections (1,177, This monthly variable revenue per
connection {513.32; was then deductad from Algongprn’s currest rate {$27.75} to determsine the
monthly fixed operating revenus per cannection,

The variahle and som-stranded revenue sources remnoved inclode; chengcals for treairment;
N repuirs/malmenance/supplios: rate case exponse; misceilapecus expense:; a partion of
property and other taxes; income tases: return: and annual deprecintion. The pertion of property
taxes romoved was equivalent the otiginal cost of ussets o be scquired by the City ax a
percentage of the total original plam vidue of the Algonquin system. Depreciation was removed
from the caleulation because the associated assels are being purchased, and Algonquin will no
fouger incur the depreciation experse once the acquisition ha taken place, Likewise, rate case
cxpense is 4 non-reeurring expense and was also removed, The returt compenent sad income
tixes are removed a5 compensation for these components are handled separately. with the return
caleuluted before tases, Further, miscellaneous wipense was removed as the exacs composition
of this line-tew is unkavwn, To the extent that known ardd justifiable fixed operating revenue
sources are meluded within this Hoe-item, this valustion muy potentially merit adjustment,
Finally, L Stowe & Co. has also wllocated a portion of uther revenues {o the valuation area bosed
upon the namber of total connections included in the valuation es o percentage of towl 8y st
comEctions,

Dnce determined, the monthly fised sperating revenue por conneciion (314,533 was madiipliod
by the number of conpections lost (231), and projected ouir e sverige rerupning fife of the
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astets (27 vearsy in the service area Applying & discount rate of (0%, resahs in & e prekent
valuw cormpensation of $387 024 for fixeg operating revenue [Exhibit 19,

I Stowe & Co. would note that, in the event the Uity acgaites portions of the Algonguin systers
it the future under sn incremental acquisition approsch, then some level of credi for the ubove
fixed operating revenue compensation must be provided the City n Buure service ares
valuagions.

As Algonquin is a private utifity, they are entitled to earn 4 return on their invested capital. To
equitably compensate Algonqguin for te retera on Investment lost wpon acguisition, 1. Sjowe &
Co. caleulnted e ol return on investment (hefore taxes), as approved in TCEQ Docket No,
2003-GI53-UCR; SOAH Docket No. $82-141.2283, This was then divided by the wal number
ot connections (1,577 to arrive at 4 monthily return per connection (§1 283 The monthiy return
P comacetion was then annualized snd muldpliod by the eqtimated rumber of Connectiins
ackled annually through build-out (2043) as if tustrated in Exhibit A, As the return on investment
is based upen the depreciating valge of the Utllity's rate base, we have depreciated the sanual
return allowed assuming a 40-vear service life, Applying a discount rute of 10%, results in a ney
present value compensation of 58,069 for lost return on ivestinent (Exhibit B3,

As paut of the potential acquisition, the Ciry of Tyler has expressed an intorest in porchaging the
wasewater collection lines, but not the wastowater treatment plant {(WWTP), currently owned
apd vperated by Algongain within the city timits of Tyler, To determine the compensation for
these assets, J. Stowe & Co. comsidured the book vatue of these assets on December 3§, 2004, a5
provided by Algouquin, adjusted o roflect additional depreciation through December 11, 7008,
This results in a compensation of §72,747 for fixed asgets (Exhibiz Fy

Based upon the above analysis, J. Stowe & Co, extimates the mosetary value of the Algonguin
waslewaler service srea within the ity Hmbs of Trler, sublect to assessment of the age amd
condition of the facilities to be purchased and due diligence review, 1 be us follows

Service Area located within Tyler City Limite
Fixed Operating Fovenue $ 387024
Rettarn on Investiment 8,084
Baok Vahse of Assels lexlouding WWTH 72,747
Tota] Yaius $ 457840

Total Algonguin Service Ares

To determing i monstary compensation dus Algonguin in the event that the entire SEEVice arcs
of the Liility wos scquired by the City of Tyler, L Stowe & Co. has divided the valtugtion into
Do componenis: HF Book Vale of Assets and (2) Retum on | nvestiient. Under this scenario,
conlensation for fxed opcrating sovenue 5 mot reguiied ws no costs are b “stranded” By a
purchase of only a portion of the service srea,

Tor theterine the appronriae compensation o7 the boek value of the Uiliey's assets, | Stowe &
Co. comsitdered the bouk valee of 2if of the Utility™s amets on December 1), 308 1w the extern
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thix information was aveilable, adiusicd 1o sefloot secumraluted deproviation through Precember
31, 2008, This resolts in componsation of $615.541 {Exhibit Gb

As it the ubove scenario, Algonguin is due 2 retarn on their invested capital. While in the
previous stenario, Algenguin was granted both o return on debt and | return on cquity, assumiag
all sssens are purchased. Algonguin should only be grunted & return on eguily s compensation
far the assel’s net book value would be safficient 1o pay-off sny cutstanding dobt, thereby
srabling the aveidanee of INRRCSL Cosis,

To calculate the return on equity, §, $towe & Co. applied the Utility”s approved retum on equity
 the approved level of mvested capitud,. After grossing up the return o refled) the associated
tax Hability, the present value of the retum was considered, in perperoity.  In comsidering the
presemt value, J. Stowe & Co. gtilized & 10% discourd mate adjusted 1o refiect growth on the
systern,  Assuring an effective growth rate of 2.83% from 2000 o 2060, the discount rae
uiitized in the present value caloulation s 7.15% (10.0% - 2.85%). This results in compensation
of §152 789 (Exhibit Hy.

Buosed upon the shove ansivsis, 1 Stowe & Co, estimates the mometary valoe of the towl
Algonguin wastewater service area, subject o ussessment of the age snd condition of the
fucibitios to be purchased smd due diligenee review, to be as follows

Total Algonguin Service Aroa
ook Value of Asssls § 815541
Return on Investmant 152 783
Total Valus $  76a 330

1 Stewe & Co. wouokd again refterate that the above valuation is based upon informition readily
avzilable to the Project Team. To the extent that the duta and assumptions utilized do not
aceurately reflect setial performance or conditions of Algonguin, then the valuation contained
herein would merit revision,
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Exuni O
Pags 1 & 4
Mgorgun Waler Regources
Vahsation of Assels in Tyler, Toxas
Remaining Asset Lig '™
Date é?maiﬂ‘mg
Desaription Acguired Life *"

Cailection Sewers - Force
Belocation of FM 2433 mandated by Dept, of Trans [Witking} T302004 45
Reivoation of FM 2483 casing & gravity main (Witking) B34/2004 45
Holocation of FM 2493 surveying {KL Kigors) #312004 A5
Reloation of PRI 2498 surveying (KL Kigors) 8312004 45
Relocation of FM 2493 foroe main CR engineerdag {Kenneth Cingl HWIZ004 45
Relocation of FM 2483 ulilty crossing permifts anginsaring (Kanneth Clingg 107312004 45
Frigh Meatovs Lt Station - replaced pomp 82 1173072004 15
Cotivction Sewers - Graviy
irish Moadows Sysiem 1hisez 23
lrish Meadows - Lines Ext FRI519%4 23
Mew Tap ish Moadows B251859 7
Services to Customers
Tap Foes in Irish Meadows 113FR00E 15
Pumping Equipment
1.# Station - irish Meadows T 1995 g
LHE Station - rish Meadows 174/1996 [¢]

Average Romaining Asset Lite 27

{1} Based on aocumuiaisd depraciation as of Decendey 31, 2004
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Eahinl

Frge 1ot

Algonaguin Wawr Resturces
Vahalion of Asseis in Tyier, Texas
Fixerd Ogerating Severnn

Crseradny Hevenue

Cageont Halp % 238
HMuenper of Gonngetiang
Chstsiche 03ty 946
freside Dity 231
Total Cornectiong 1077
Taotat Manthly Rsvenue % 32 866
Totat Annug Fevernue 4 39t 998
Fervonum Fegunsdurd
Gutaries gnd Wages % 208657
Cormract {abor 18352
Chemizats st Treatrnent 1,300
Utiligios tulestricing 489,097
FapairsMaimenance Supplies 403,135
Cifties Expanses 23882
Accotinging & Legal Fees IBI20
lrsrance 4,232
Aate Cane Sxpense 3,184
Niscattaneous 35,245
bt % 404 HT7
Paymdt Taves % 18,560
Praperty aoud Ciher Tases 4,558
Armeal Depraciation 14.685
inceme Taieg .72
Hatun 18510
Bubdots 3 3,034
Dibwer Flovaniues |3 [SERE 35
Total Boverus Heguired g 35304y
Asnrat Rovenas for Varkible and “Non-Strarded” Operating Gosta
Uheavicals foar Tesgtment § 1,308
Lititing (sheoricityt 48,087
RepmireMalntiance/Supplies 40,128
Fute Cage Expense 3,188
Miscalianeous 35 345
Proparly and Ciher Taras 434
Arnun! Digweciaton 15,645
Indome Tarss 3,781
Pt .50
Crther Pevers 2% 758
St 3 1EBATE
Woaty Aevenue for Yarshle Opersting Sosts 2 B ARy
Sonthly Vadable Operatng Revenue Par Connection 3 $3.52

taorthiy Pinad Opecatng Revenge Por Conngation k4 14.43
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Algonculs Walsr Hesourmes
Yangion ol Azsets i Ty, Texus
P Cosmting Fevence [Presen) Valte Calcuinion

Digoourt Rae %
Evisting

Yagr  Coonectons Tetpt Ravenyea Prosert Yalus

09 % 32848 % k] 05
faste 2at 38,8948 34827 5
2018 231 39,548 31.479 25
20tz 31 39,588 BT 33
2043 s 30548 2018 4.4
2014 23t 39,843 23851 5%
2015 =3 36,448 21500 83
e R 231 33,848 18 Bag rE
Tt 231 32,848 17765 &5
pire] ] 23t 33,548 18,1584 $.5
etk 231 39,998 14 GRS 185
202G e 39,948 13,350 LR
bk ] 33,548 1210 125
A By 39848 +1.033 135
2023 & 33,044 18,030 14.5
204 pi] 34048 248 55
RS 231 ik 203 i) 6.5
0ea ey} 29,948 7538 17.5
s g 233 39,548 4851 185
2028 231 49,448 iRt 195
2023 231 39,348 5882 208
frasicid # 39,348 5,147 215
= m 39448 ABTS 2058
2032 234 39948 4254 238
233 231 38,548 38857 245
2034 231 39,548 2518 254
38 o3 25,348 AL 2.5
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Algeaguin Water Resources
Yahuation of Assets i Tyier, Texas
Compensaton iy Feturm on invesimers ™

% of Capital {ogl Waighied Average

Long Term Deby 51.84% 8.68% 4.45%
Equity 48.16% ) 12.00% 5.78%
Totat 10.27%

brevested Capitar % 160, 78S

Beturn on Doty kS 7.218

Fraturm on Equity Before Tax} 10,937

Total Hetun (Betore Vaxes) 3 18,150

# of Comendons 1,477

Aneual Betuem per Connection % 1542
Monthly Fetun per Conrection % 1:8

1 Bowrew: Copstal Sraeture PRD wnd Order, TOEG Dooket Ko SO0ISLLOR
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Algondguit Water Resources
Vaiuaton of Assels in Tyler, Texas
Compersation tor Heturn on Invegtment (Present Malue Calculation

Diggourn Hale 10%
Agnumidated
Arerriat Aciditicnat Connacions io

Yaar RERE Corvmctiong Builcout Total Retuim  Progent Vaue

2008 % 1542 12 258 8 LA 178 0.5
2010 1543 28 287 74 324 1.5
2014 14,685 32 250 482 84 25
2012 14.28 38 243 548 9% is
2013 13.88 48 i 63t 4§13 1.8
a0 13,44 53 225 TiE 421 5.5
0n 1311 4] 221 7ag 435 8.5
218 1272 £8 213 Be4 423 7.5
217 2.8 76 208 935 415 8.5
ey i 11.95 54 198 1.002 4085 9.5
2018 11.58 92 188 1,066 g2 10.5
2000 11.48 141 23] 1128 378 115
2021 10.79 108 174 1,181 353 2.5
2022 1041 115 167 1,183 329 138
2023 1802 22 180 1280 308 14.5
2024 9.64 129 152 1,244 284 155
2025 225 137 145 1,263 262 18.5
228 887 44 137 1,278 241 i7.5
2027 848 %52 129 1,289 2241 185
2028 8.09 1860 121 1,285 202 12.5
2029 7.7t 1688 113 1,295 184 205
2030 732 178 jLE 1,292 168 215
2031 5.84 183 98 1,272 149 235
praicy [ B 90 91 1,248 133 245
2033 &.47 198 84 1,219 118 24.5
2034 §5.78 208 78 1,188 4 585
2035 540 212 59 1,147 G2 26.5
2GR 5.01 renia] 41 1143 a4 25
2037 453 228 54 1,654 70 285
2038 4.24 236 46 Gog =i} 295
2008 3.85 244 38 839 51 5
Mazty 3.47 awe 30 a74 43 315
24t J.08 283 18 Bz a3 425
2042 2.7 75 7 742 3G 335
2043 2.3 8T 653 25 345
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Exhibit
Fage T 3

Algonguin Waler Hesouwrces
Yatuation of Toal LRty Service fvea
Compengation for Haturn on investment

trivested Capital (Exhibit £} 3 180762
Waeighted Average Betum on Eguity [Exhibit £3 5.78%
Return on Eguty (Aller Tax) & Q298
Fieturn on BEguily adiusted for Tees Beturn on Eguity 7 0.85) ] 10,932
Hate

Discount Fate 10.00%

Effectve Fale of Growih (2000 - 2080) 2.85%,

Discount Rate Reflecting Growmth T 15%
Compensalion for Redurn on Investmaent 3 152,789

$B10,832 1 7 15%)
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ATTORNEY GENERAL OF Tixas

GREC ABBOTT

TEXAS LANDOWNER'S BILL OF RIGHTS

This Bill of Rights applies to any attempt by the government or » private entity to take your properly, The
comtotds of this Bk of Tights are prescribed by the Texas Legislatore in Texas Government Code See. 467 03]
and Chapter 21 of the Texas Property Code,

You are entitied 10 receive adequate compensation if your property 19 takes for a public use,

Your property can onfy be teken for a public use,

Yot property can only he taken by a governmental ettty of private entity guthorized by law to do o,

The entity thet wants to take your property must notify you about its interest in HXing your property,

The entity proposing to take YOUF property must provide you with an assesstnent of the adequate

cormpensation for your property.

6. The entity proposing to take your praperly must make a good faih offer to huy the proparty before i

fles a lawsuit fo condomn the prapierty.

2. You may hire an appraiscr or other professional to determine the value of yeur property or & assist okt

in any condemnation procesdi ag,

B, You may hire an attorney o negotiate with the condernning entity and to Tepresent you in any legal

proceedings imvolving the condemnation,

9. Before your property is condemned, vou are entited to 2 bearing before 2 court-appointed panal that
meludes thre spesial comnissioners, This speciatized hearing panel must determine the amount of
compensation the condemning enittly owes for the taking of your property. The comnussioncrs mrust alse
determine what compensation, if any, you ere atitled to receive for my reduction in valie of vour
remaining property,

I you are ensatisfied with the compenzation awarded by the special COmMPNISSIONENS, or if vou gusstion
whether e taking of veur propeny was DROpET. you have the eight to o teial by & fudge or jury. If vou are
dissaticfied with the trial cowrt’s Judgment, vou may sppeal that decision.

e b

o]

CONDEMNATION PROCEDURE

Eminent Domain is the ability of certain entities to take private property for a public use. Private PTOpemty can
nctude land and certain improvements that are on that property.

Private property may only be taken by a governmental entity or private entiey authorized by law (o do so.

Your property may be token ondy for 2 public use. Bminent domain cannot be used to take vour property for
ceenomie develepment purposes, exanept for limited exceptiony provided by b,

Your property cannot be takon without sdvquate coonpensation, Adequste compensation includes the rrarket
videre of the propenty being mben. It may also include cortain damages, iy, o your eMMANing propurty
catsed by the sequisition itself or by the wisy the condemming estity will use e aropeny.
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How the Taking Process Begins

The saking of private property by eminem domain mest follow certain pocodutes, Firsi, the entity that wanis fo
condemm your property st relify you ahowt its istorest ip acyisiring your property. Second, bofore a
vonderning entity begins wegotiating with vou to acquire your property, i siust send this Landowner's Bill of
Rights statement e the last known address of the person i whose same the propesty i3 fisted on the most recens
{ax pordi.

Third, the condernaing entity must make a zoad faith offer fo purchase the propesty. The condemning entity s
offer must be based on an investipation and 1n assessment of adequate compensation for the propurty. At the
time the offer is made, the guoveremental condemning entity must disclose any appraisal reports i used
determine the value of its offor fo acquire the property, You have the aht 1w vither accept or reject the offcr
made by the condemning entity,

Condemnation Proceedings

1 you and the condemning entity do not agree on the valise of the property being taken, the ontity may begin
condemmation proceedings. Condemuation is the legal process for the taking of private property. It begins with
a condemming entity fling a claim for YOUr property i cowt. fyou five in e county where part of the property
being condemned is located, the claim must be filed jn that county. Otherwise, the claim can be filed in any
county where o lecast pait of the property being condemned is Jocated, The claim mst deseribe the property
betng condenmed, the intended public use. the name of the landowner, 2 statement that the lendowner and the
condernning entity were unable to agree on the value of the property, and that the condemning entity provided
the landowner with the Landowner's Bill of Rights statement,

Speciul Commissioners” Hearing

Alter the condermning entity files a el in court, the fudge will appoint three landowners 1o serve iy special
commissioners. These speeial commissioners must five in the county where the condemnation proceeding is
filed, und they must take an cath to azsess the amount of adequate compensation fairly, impartially, and
according to the law. The special commissioners are not authorized to decide whether the condemnation is
necessary or if the public use s proper. After betng appointed, Hie special conumissioners must echedule a
hearing at the earliest practical time and place and provide you writter notive of that hearing,

You are required to disclose to the governmental cordemning entity, ot feast foy days before the special
connissionors’ hearing, any sppraisal reports used to determine your opinion about adequate compensation for
the property. You may hire an appiiser or real estate professional to belp your determing thy value of your
privaie properly. You may also hire an atiorney regarding these proceedings,

At the bearing, the specinl comnsissioacrs will consider evidence on the value of the properly, the dumnages to
FemIining property, any value added o the PCRINIngE property as a rosalt of the project, and the uses to be mads
uf the property being taken,

Speciul Cammissioners’ Award

After hearing evidence from 2 interested parties, the speetal compissionens will determine the amaunt of
money to be wwarded 13 adequate compensation, You may be responsible for the costs i the Award is less than
oF equal to the amount the condermning ertify olfered before the condermmation proveeding began, Otherwise,
the eondemning entity wili be respoosible for the cogte. The special commissioners will give awritten ducision
b thhe court that appointed ther, That decision i cittted the “award ™ The Award must bo filed with 1he court
ared the court must send writton agtice of the Award to all prties.

January 31, 2008 fage 7



