Exhibit D
Subsidies

The El Paso Water Utilities Public Service Board claims that it is their mission to
provide water and sewer service to their customers at "fair and reasonable
costs." They claim to be a "cost of service" government agency. ?

The American Water Works Association says that "fair and equitable rates," also
called "cost-of-service-based rates," cause "each customer to pay his or her cost
share of the service without being subsidized by other customers or subsidizing
other customers. Developing fair and equitable rates means to avoid ....
subsidization." ® "Rate designs are developed to promote equity among
customers by charging each customer in such a way that a customer is neither
subsidized by nor subsidizes other customers."*

In June 2009, the PSB admitted that approximately 20% of each customer's bill is
used to subsidize water and wastewater service to new developments.®° The PSB
spent $200 Million® for these subsidies in the past ten years and they plan to
spend $226 million in the next 10 years.® Then they will spend $630 Million to
import water for these new developments.? The total cost amounts to $1.056
Billion.

Developers, home builders and the PSB argue that these subsidies make homes
more affordable. Water customers would argue that it is not the mission of the
PSB to take money from some water customers in order make homes more
affordable for other water customers. Moreover, consider how the money must
flow in order to make homes more affordable.

1. Water customers pay $1.056 Billion to the PSB.

2. Water customers must them trust the PSB to pass the subsidies on to land
developers.

3. Water customers must then trust land developers to pass the subsidies on
to home builders.

4. Water customers must then trust home builders to pass the subsidies on
to new home owners.

No one is accountable for the $1.056 Billion subsidy. The funds are co-mingled
with PSB funds, land developers funds and home builders funds. Water
customers are forced to trust them all or the PSB will cut off their water.

Many water customers can't afford a home of their own. They are not aware of
the fact that the PSB forces them to subsidize new homes for others. If they
knew the facts, they would object to these subsidies. But the PSB hides the facts
in an obscure corner of their web site.®
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