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March 30, 2011

Bill Hiers
Frank Caramanica, Ph.D.
Richard Sherman
Jack Merkel
David Keeney
Dear Gentlemen:
Thank you for your letter of March 16, 2011, and for the March 23, 2011, appearance of Mr.
Hiers before the Lower Colorado River Authority Board of Directors.
While you raise many issues in your request that LCRA give the Whitewater Springs water
system to the residents of Whitewater Springs rather than sell it, I would like to focus on the
essential issue of your claim of ownership: those who bought lots in the Whitewater Springs
subdivision purchased and once owned the water system that serves them.
While I am not a lawyer, I have developed many properties in Central Texas over the last three
decades and so I have some background in development matters. LCRA acquired Whitewater
Springs Water Utility from White Water Springs, LLC in August 2003. This organization was
created by Merchant's Mortgage & Trust of Greenwood Village, Colorado, when it acquired the
unsold portions of the subdivision previously being developed by Wollaston Properties, LLC.
The developer put roads, improvements and a water system on undeveloped land so that he
could sell lots to you and others. The developer defaulted on the loan, and the property and
improvements that backed the loan went back to Merchants Bank. Merchants Bank, which did
not want to be in the water business, paid LCRA $110,000 to take over the water system.
I have seen evidence that when LCRA acquired the insufficient, failing system in 2003, it could
not meet customer needs. It had one well, one large storage tank and two 10-horsepower
pumps, with associated piping. LCRA made the necessary improvements and today provides
adequate service.
I understand that you believe the property owners paid for the system through their purchases
of lots and therefore owned the system, and transferred the system to LCRA (and paid LCRA
$110,000). However, nowhere in the chain of ownership do I see evidence that the private
owners of lots acquired any interest in the water system or the unsold lots.
I understand and appreciate that you might feel ownership of the system that serves you, but
the feeling of ownership and the reality of ownership are two different things. My view is that
you bought land that had roads, improvements, and water service. Today - in part because of
LCRA - you have land that has roads, improvements, and water service. Service to your lot despite the financial losses of the developer and of the owners of the bank - has not been
reduced by the unfortunate turn of events.
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I can appreciate the fact that you do not wish to purchase service from another entity and that
you do wish to continue to be served by LCRA. Despite your claims that we are "lining" our
pockets and making big profits, let me assure you that the water utility does not stand financially
on its own two legs. As chair of the Board of LCRA, I just cannot continue to ask other
customers to subsidize it. It just is not fair.
We are conducting a fair process through which we will, I hope, find a suitable buyer. Any
community can put in a bid for the system that serves it. We invite your participation in the bid
process. You may participate in the process by submitting a bid for only the system that serves
you.
As you know, we are looking for a buyer or buyers who best meet the four criteria set by the
Board of Directors, and are not looking simply for a sale to the highest bidder. We want to make
sure we sell all remaining parts of the system simultaneously if we can, but it is not critical that
they be sold to a single buyer.
To receive confidential information about the process, please contact:
BMO Capital Markets:
Eric Zampol. Director, Infrastructure Banking,
(415) 354-7506; FAX: (415) 397-1888
eric.zampol @ bmo.com
Laith Qamheiah, Vice President, Infrastructure Banking
(416) 359-4449; FAX: (416) 359-4404
laith.qamheiah@bmo.com
Again, thank you for your communications and your concern.
Sincerely yours,

Timothy/Timmerman
Board Chair

cc: The Honorable Rick Perry, Governor
The Honorable David Dewhurst, Lieutenant Governor
The Honorable Joe Strauss, Speaker of the House
The Honorable Troy Fraser, State Senator
The Honorable Jimmie Don Aycock, State Representative
The Honorable Donna Kaeger, County Judge
The Honorable Ronny Hibler, Commissioner
LCRA Board of Directors
Scott Ahlstrom, LCRA
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