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L PROFESSIONAL QUALIFICATIONS
Please state your name and business address.
Fred Bednarski I11, 1701 N. Congress Avenue, P.O. Box 13326, Austin, Texas 78711.
By whom are you currently employed and how long have you been employed there?
I have been employed in the Water Utilities Division of the Public Utility Commission
(PUC or Commission) since September 2014. Prior to that, 1 was employed by the Water
Supply Division of the Texas Commission on Environmental Quality (TCEQ) from April

2013 to August 2014 as a Financial & Managerial Review Specialist.

Please describe your educational background and past work experience.

I graduated from the University of Texas in Austin with a Bachelor of Liberal Arts degree
in Economics and Bachelor of Business Administration degree in Accounting from Texas
State 'University.v I was previously employed as an Auditor for the Health & Human
Services Commission Office of Inspector General in Austin, Texas. My responsibilities
included examining, investigating, and reviewing financial documentation and
management practices to ensure legal compliance with state and federal laws, rules, and
regulations pertaining to the Medicaid and Children’s Health Insurance Programs. [ was
also employed as a Trading Operations Analyst with the Texas Teacher Retirement System
and the State Auditor’s Office of Texas as an Auditor. I have worked in the accounting
field since August of 1993,

Please describe your current work responsibilities.

My responsibilities include reviewing water and sewer retail rate/tariff change applications

and reviewing and analyzing information supplied by the applicant in order to recommend
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a revenue requirement. I am also responsible for participating in water and sewer utility
case settlement negotiations; preparing and providing testimony for evidentiary hearings;
and reviewing the outcome of audits of utilities for contested rate applications, wholesale
rate appeals, retail rate appeals and cost of service appeals. In addition, I am also
responsible for reviewing and processing certificate of convenience and necessity (CCN)
applications including Sale/Transfer/Mergers (8TMs). 1 am currently responsible for
reviewing, auditing, analyzing, and preparing comprehensive reports of complex business
plans and/or financial, managerial, and technical capacity information for retail public

water or sewer utilities submitted for review on behalf of the Commission Staff (Staff).

Do you have a prepared resume discussing your professional experience, education,
and background?
Yes, [ do. A copy of my professional resume is attached to my testimony as Attachment

FB-1 Resume of Fred Bednarski I11.

Did you prepare that document?

Yes, [ did.

How many STM applications and/or rate appeals or cost of obtaining service petitions

have been previously assigned to you?

I have been assigned approximately 18 STM applications during my employment with the

Commission and the TCEQ.

I1. PURPOSE & SCOPE OF TESTIMONY

Are you familiar with the present case?
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A.

Yes, I am.

Please explain your role in this case.
My role is to testify on the financial and managerial aspects of the application. Commission
Staff Engineering Specialist Ms. Elisabeth English will testify on the technical aspects of

the proceeding.

Have you reviewed the STM application filed by Community Water Service, Inc.
(“Community Water” or “Seller”) and Walter J. Carroll Water Company, Inc.
(“Carroll Water” or “Purchaser”) (collectively called “Applicants”), the testimonies
filed, and other information filed with the Commission in this matter?

Yes, | have.

Please explain the scope of your participation in the present proceeding.
My participation in the present proceeding can be summarized as follows:
1. 1 reviewed the information provided by the Carroll Water in the application and

during formal discovery by the parties in this matter.

3

[ reviewed the financial and managerial information provided by Carroll Water in
thg application filings with respect to the financial and managerial criteria
necessary to obtain or amend a CCN as listed in Tex. Water Code §§ 13.246,
13.301 (TWC) and 16 Tex. Admin. Code §§ 24.102(d)(6), 24.102(e), 24.109,
24.112(TAQ).

3. Ireviewed the information filed by all parties as part of formal discovery and pre-
filed testimonies for this proceeding.

4. I am presenting Commission Staff’s (Staff) position on the financial and
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managerial capability of Carroll Water to provide the necessary capital investment
to ensure continuous and adequate service to the area requested in the purchase
and transfer of this transaction and any other area already certificated to Carroll
Water. Iam also giving Staff’s position on Carroll Water’s financial stability.
IIl.  TRANSFER OF CCN RIGHTS
As a result of the proposed transaction, are the Applicants proposing to transfer
and/or amend certificate rights?
Yes, Carroll Water proposes to amend its CCN by expanding its water CCN to include the
additional area requested in this transaction. The additional area is currently in Community
Water’s CCN. As a result of the proposed transaction, Community Water’s CCN will also

be amended to remove the proposed area.

IV. FINANCIAL CAPABILITY OF CARROLL WATER
Please describe the procedures you followed in your review of the financial and

managerial capabilities of the Purchaser.

For the financial capability review, I reviewed all financial information included in the
application, the direct testimonies, all supporting documentation provided by the
Applicants and the additional information produced in response to discovery. I looked for
evidence of Carroll Water’s ability to cover future operating expenses and possible
infrastructure investments. Ibased my analysis on Carroll Water’s 2014 Tax Engagement

Trial Balance provided in Carroll Water’s direct testimony!, Water and Wastewater

'Docket 43175, ltem 32, Exhibit A-13, pages 42 thru 44, Attachment FB-2,
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Utilities Annual Reports of Carroll Water for FY2014%, and the Projected Income
Statement provided in the application®

What does debt-to-equity ratio mean?

The term debt-to-equity ratio is a financial leverage ratio that compares a company’s total
long-term debt to total equity and speaks to the ability of the company to obtain long-term
debt in the near future. The debt-to-equity ratio shows the percentage of a company’s or
entity’s financing that comes from creditors and investors, A higher debt-to-equity ratio
indicates that more creditor financing (bank loans) is used than investor financing
(shareholders), indicating relatively less ability to obtain future long-term debt. The debt-
to-equity ratio is calculated by dividing total long-term debt by total equity. The debt-to-
equity ratio is considered a balance sheet ratio because all of the elements are reported on
the balance sheet. A ratio of 1:1 or lower is preferred when demonstrating financial
capability because it demonstrates the entity uses an equal or greater amount of equity than
debt to finance growth, operations, or repairs and improvements. Furthermore, a company
with a lower ratio has a greater ability to finance capital improvements in the future through
debt funding, and a greater ability to pay its current debts than an entity with a higher debt

to equity ratio.

Is it your opinion that Carroll Water is financially stable and has a sufficient debt-to-
equity ratio to proceed with this transaction?

Yes.

“Docket 43175, ltem 38, Annual Report pages 1 thru 7, Attachment FB-3.
3Docket 431785, Item 1, Application for Sale, Transfer or Merger, p. 12 of 22.
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Q.

A.

Q.
A,

Please explain the basis for your opinion.

Based on my analysis of Carroll Water’s financial information and review of other
documentation filed in this docket, Carroll Water has a low degree of financial risk and is
financially capable of paying off its existing debts. 1 will explain this further in my

succeeding discussions.

Is Carroll Water’s debt-to-equity ratio adequate to acquire the proposed area if the
proposed transaction is approved pursuant to TWC §13.246(c)?

Yes, as shown in Table 1* , Carroll Water had total assets of $122,979, total liabilities of
$19,146 and equity of $103,834, as of December 31 »2014. 1 obtained this information from
their 2014 Tax Engagement Trial Balance. The debt-to-equity ratio for Carroll Water was
$19,146 (total long-term debt) to $103,834 (total equity), which is 18.4% or .184:1 which

is well below the acceptable ratio of less than 1:1.

Table 1 — Carroll Water - Debt-to-Equity Ratio

Fiscal | Total Assets Total Long-Term | Total Equity | Debt-to-

Year Liabilities Debt Equity
Ratio

2014 $122,979 819,146 $19,146 $103,834 .184:1

What does debt service coverage ratio (DSCR) mean?

The debt service coverage ratio (DSCR),

also known as debt coverage ratio, is the ratio of

* Docket 43175, Item 32, Exhibit A-13, page 42, Attachment FB-2,
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cash available for debt servicing to interest, principal and lease payments. It is a popular
benchmark used in the measurement of an entity’s (person or corporation) ability to
produce enough cash to cover its debt (including lease) payments. The higher this ratio is,
the easier it is to obtain a loan. The DSCR measures a firm's ability to maintain its current
debt levels. This is why a higher ratio is always more favorable than a lower ratio when
considering an entity’s ability to pay its debts. A higher ratio indicates that there is more
income available to pay for debt servicing.

For example, if a company had a ratio of one to one, that would mean that the company's
net operating profits equal its debt service obligations. In other words, the company
generates just enough revenues to pay for its debt servicing. A ratio of less than one means
that the company doesn't generate enough operating profits to pay its debt service and must
obtain the cash to pay debts somewhere other than its operations, such as savings,
Generally, companies with a higher DSCR tend to have more cash and are better able to

pay their debt obligations on time.

Is a DSCR calculation appropriate in this case?
Yes. The DSCR reflects Carroll Water’s ability to make annual payments on its long-term
debt. It is an appropriate tool to use to help analyze Carroll Water’s financial health, and

therefore, its ability to provide appropriate infrastructure and operational capital.

What is Carroll Water’s DSCR?

As shown in Table 2, Carroll Water’s FY2014 Tax Engagement Trial Balance’® indicates

*Docket 43175, Item 32, Exhibit A-13, pages 43 and 44, Attachment FB-2.
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net operating income prior to depreciation of $79,076 and, per Carroll Water’s 2014 Water
and Wastewater Annual Report,® debt service paid for the year of $6,686, which results in
a DSCR of 11.83:1. Typically a DSCR of more than 1.25:1 is preferred when using net
operating income before depreciation and other non-cash expenses when Staff analyzes
financial capability.

Table 2 — Carroll Water DSCR

Fiscal Year Net Operating Debt Service Paid Debt Service
Income Before for the Year Coverage Ratio

Depreciation
2014 $79,076 $6,686 11.83:1

Does Carroll Water have the financial ability available to maintain infrastructure and
to provide continuous and adequate services pursuant to TWC §13.301(¢)(4)?

The Applicants noted in the application that there are no necessary major capital
improvements needed to meet the TCEQ standards’. However, if any future repairs or
improvements need to be made, Carroll Water demonstrates sufficient financial strength
since they reported $0.00 current liabilities and a net income of approximately $55
thousand® on their 2014 Tax Engagement Trial Balance’, as well as projected net income
in the application'® over the next five years of: Year 1 = $56,000, Year 2 = $54,000, Year

3 =$64,000, Year 4 = $63,000, Year 5 = $56,000 for a cumulative total net income amount

“Docket 43175, Item 38, page 4 of 7, Attachment FB-3.

"Docket 43175, Item 1, Application for Sale, Transfer or Merger, p150f22,
*Docket 43175, Item 32, Exhibit A-13, page 44, Attachment FB-2,

"Docket 43175, Item 32, Exhibit A-13, page 42, Attachment FB-2,

"®Docket 431735, ltem 1, Application for Sale, Transfer or Merger, p 12 of 22.
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1 of 293 thousand over the next 5 years. Furthermore, as noted earlier, Carroll Water has

2 an equity balance of $103,834.
3 Table 3 — Carroll Water — Historical and Projected Net Income in Thousands
FY2014 | Year1l | Year2 | Year3 | Yeard | Year5 | Projected
S5Yr.
Total
855 $56 $54 $o64 363 356 $293

4 Pursuant to TWC §13.246(d) and 16 TAC §24.102(e), should the Purchaser be
5 required to provide a bond or other financial assurance to ensure that continuous and
6 adequate utility service is provided?

7 No. In my opinion, a bond or other form of financial assurance to ensure continuous and
8 adequate service is not needed for this proposed transaction. My opinion is based on my
9 analysis of Carroll Water’s financial information and my review of other documentation
10 filed in this docket. From my analysis, I determined that the Carroll Water has a low degree
11 of financial risk, is financially capable of paying off existing debts, and has the capability
12 of obtaining debt financing in the future, especially since their debt balance is low. Carroll
13 Water has healthy financial ratios and equity and can fund the utility or obtain funding, if
14 necessary, if an emergency arises.
15 V. MANAGERIAL CAPABILITY OF CARROLL WATER
16 Please describe your analysis of Carroll Water’s managerial capabilities.
17 I reviewed Carroll Water’s application, Texas Commission on Environmental Quality’s
18 (TCEQ) Central Registry compliance database, TCEQ’s inspection reports, and the
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testimonies filed in this case. In my review, I found that Carroll Water has been in
operation since 1986 and has a licensed operator working for them. Carroll Water currently
operates 4 public water systems (PWSs) with approximately 447 connections. Per TCEQ’s
Central Registry Database, there are no outstanding violations for any of Carroll Water’s
PWSs. Ms. Elisabeth English addresses the status of Carroll Water’s public water systems
in greater detail in her testimony.

Do you believe Carroll Water has the managerial capability to provide continuous
and adequate service to its existing water service area plus the additional area

requested in this application?

Yes, Carroll Water has a licensed water operator on staff to maintain and operate its PWSs
and the management has experience overseeing the water utility rates, service policies,

financing, maintenance and operations.

Was Community Water’s system partially or wholly constructed with customer
contributions in aid of construction derived from specific surcharges as provided by
TWC §13.301(j)?

No.!

Does Community Water currently retain any customer deposits? If so, what is the
total amount of customer deposits retained?

Yes, Community Water has customer deposits that have been retained that total $4.825

Does the seller have proper records to allow deposits and any unpaid interest to be

" Docket #43175, Item #1, page 7, question 13.a.
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returned?
A. Yes, the Applicants have identified that unpaid interest exists in the amount of $90.83.

Will customer deposits be returned to customers or transferred to the purchaser?
Before final approval of the transfer of the certificate, Staff will require proofthat customer
accounts with remaining deposit balances are either transferred to Carroll Water or returned

to the customer.

VI. CONCLUSION
Has the Purchaser demonstrated adequate financial and managerial capability for
providing continuous and adequate service to the requested area and any areas
currently certificated to them as required in TWC § 13.301(b) and 16 TAC §
24.112(b)?
Yes. Carroll Water demonstrates adequate financial and managerial capability to provide
continuous and adequate service to the area being requested as well as the area already
being served by Carroll Water. Carroll Water is in good financial standing and has a sound
managerial background with experience in the water utility industry. The addition of this
area to Carroll Water’s CCN plus the infrastructure being transferred will allow for both
growth and development to the area’s water utility services. Therefore, I conclude that
Carroll Water has the financial and managerial capability to acquire the facilities, assets,
and service area requested in this application.
Does this conclude your pre-filed testimony?
Yes, however, I reserve the right to supplement this testimony during the course of the

hearing or prior to the hearing as new information is presented.
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FRED BEDNARSKI 111
820 San Remo Blvd.
Lakeway, Texas 78734
512-786-3989 (H)
512-239-4758 (W)

Education
The University of Texas May 1989
Austin, Texas
Degree: BA/Economics
Southwest Texas State University August 1995

San Marcos, Texas
Degree: BBA/Accounting
GPA Major 3.2

Work Experience

Texas Commission on Environmental Quality

Public Utility Commission of Texas April 13-Present

Austin, Texas

Financial and Managerial Review Specialist
Reviews water/sewer utility retail rate change applications for utility cost of service,
and follows up on applications through the final action date to ensure rates are just and
reasonable. Conducts special utility audits as directed. Participates in utility case
[certificates of convenience and necessity (CCN) or rate] settlement negotiations,
preparing/providing testimony for evidentiary hearings, which includes covering the
outcome of audits prepared on the books and records of utilities related to rate case
proceedings for contested applications/cost of service appeals, CCNs/sale, transfer, and
mergers (STMs); and maintaining effective communication and coordination with legal
staff and co-workers. Reviews, audits, analyzes, and prepares comprehensive reports
of complex business plans and/or financial, managerial, and technical capacity
information for public water systems and retail public water or sewer utilities submitted
for review as well as provides assistance for public water systems and retail public
water or sewer utilities in developing business plans; financial, managerial, and
technical information; and in following the strategies set forth in the plans.

Office of Inspector General Texas HHSC Aug 10-March 13

Austin, Texas

Auditor
Performs moderately complex (journey-level) auditing work for the Medicaid/CHIP
Audit Unit (MCAU). The work involves examining, investigating, and reviewing
financial documentation and management practices to ensure legal compliance with
state and federal laws, rules, and regulations pertaining to the Medicaid and Children’s
Health Insurance Programs. Works as part of audit teams within the MCAU in
conducting audits for program economy, efficiency, and effectiveness with a goal of
identifying and eliminating waste, abuse, and fraud within the programs. Works under
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general supervision with limited latitude for the use of initiative and independent
judgment.

Texas Teacher Retirement System Aug 04-July 10

Austin, Texas

Trading Operations Analyst
Performs complex analysis, support and accounting of equity trading operations. Work
involves assisting in developing and implementing automated processes: assisting in
administering trading systems, monitoring the trading and execution and settlement
process; researching, reconciling and resolving problems and discrepancies;
performing pre- and post-trade analytics; verifying exchange rates and conversions;
and providing back up assistance to the Senior Trading Operations Specialist. Helps
prepare Board Commission Report.

Texas State Auditor April 98-Aug 04
Austin, Texas
Staff Auditor

Work involved the examination, investigation, and review of records, reports, financial
statements, and management practices to ensure legal compliance with state statutes
and internal regulations; and performance of audits for program economy, efficiency,
and effectiveness. Team member on several financial audits as well as compliance and
management control audits and Team leader for 2 Performance Measure Audits.

JI Specialty Services, Inc. Aug 97-Dec 97
Austin, Texas
Corporate Accountant
Financial statement preparation, consolidation of Statements, intercompany
transactions, reconciliation’s, cash management, and payroll

Hydrolab Corporation Sept. 95-~Aug 97
Austin, Texas
Staff Accountant
Accounts receivable, monthly sales and commission report preparation, reconciliation
of various G/L accounts, deposit preparation, monthly and quarterly sales tax returns,
and credit analysis

Ricon Products and Fast Sept. 95--Sept. 96
Stop Stores, Inc.
Austin, Texas
Accountant
Payroll, accounts receivable, accounts payable, reconcile statements, and post entries
to the general ledger

William Bonner CPA Aug 93-Sept, 94
Austin, Texas
Bookkeeper
Reconciled bank statements, coded and posted checks to the general ledger, and general
administrative duties
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Austin Teachers Federal Credit Union April 93-Sept 94
Austin, Texas

Financial Service Representative
Proof Operator

Awards Received

Employee of the month (July 29, 1994 Austin Teachers Federal Credit Union)

The University of Texas Football Letterman 1986 and 1988

Passed the Audit and Business Law sections of the CPA exam

Bushel of Fun Award from TRS for demonstrating outstanding dedication by working
flexible and long hours to accommodate both International and Domestic Trade
Operations

CGAP exam passed 12/4/2010

Special Skills

Software Experience: Bloomberg Trading System, Gateway (data management software)
PAM (equity security accounting system), Windows, Microsoft Office, Microsoft Excel,
Teammate (auditing software), and other accounting software (Peachtree, Mapics, &
Quickbooks)

Attended the National Association of Regulatory Utility Commissioners Utility Rate
School from May 12-16, 2014
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I From: Danny Humphreys  Fax: (469) 437-0818 .To: 18882484297 @refrx.ce Fax: +18662484297 . of 1 OSAS2015 409 PM

SOAH Docket No. 473-15-2274
PUC Docket No. 43175

APPLICATION OF COMMUNITY § BEFORE THE STATE OFFICE
WATER SERVICE, INC. and §

WALTER J. CARROLL CO,, INC. § OF

INVESTORS, LP, FOR SALE, TRANSFER, §

OR MERGER OF FACILITIES AND § ADMINISTRATIVE HEARINGS
CERTIFICATE RIGHTS IN ELLIS COUNTY §

Application No. 37981-s

S [0) A
STATE OF TEXAS §
' §
counTY oF __ (0o §

BEFORE ME, the undersigned authority, on this day personally appeared Patty

Hilton, who, after being by me duly sworn, upon her oath did state the following:

“My name is Patty Hilton. I am over the age of 18 years and fully competent to
testify to the matter stated in this affidavit. I have personal knowledge of the facts and
statements contained in this affidavit and each of them is true and correct. I am the
Business Administrator and a custodian of the records for Walter J. Carroll Water Co.,
Inc. and am authorized to make this affidavit on behalf of the Walter J. Carroll Water
Co., Inc. Attached to this affidavit are 7 pages of records from the Walter J. Carroll
Water Co., Inc. These records arc kept by the Walter J. Carroll Water Co., Inc. in the
regular course of business, and it was the regular course of business of the Walter J.
Carroll Water Co., Inc. for an employee or representative, with knowledge of the acts,
events, conditions, opinions, or diagnoses that were recorded, to make these records or to
transmit the information to be included in these records. The records were made at or
near the time or reasonably soon after the acts, events, conditions, opinions, or diagnoses
that were recorded. The records attached to this affidavit are the originals or the exact
duplicates of the originals. Further affiant sayeth not.”

Patty n
SUBSCRIBED and SWORN TO BEFORE ME by )%n’-h,) H '(Om

onthe .S day of May, 2015.
(Watro

@ T NOTARY PUBLIC, STATE OF TEXAS
5
H

(54"} Notary Pubjic, Stata of Texas
PN My Commission Expires

55 Auguat 04, 2014

Business Records Affidavit — Patty Hilton ) Applicants’ Exhibit
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000 e {1,000.00)
290 £1,000.00)
005 {1.866.00)
a00 !
0.00 88,

o8 p— (€35.03)

3,879 38160
FYIE-t 7.380.00
TIE.2 1,500
FTIE.4 1,200
Frig.7 389400

500 033309

31047.09 45,448.08)

7.9 [43.443.08}

33,507.9% 41,080.66)

52, (85,753.03)

21,285.04 (40383169}

muy  __gma

1913
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Clont 13538 - Watier J. Casrold Watse Ca,, I,

Engasgumenl: 2014 Tex - Waktor J Carroft Watar Cn, Ing

Porod Ending: 123032014

Trinl Satance; 0400.9 « B Cosporwtion TH

W 8 Corporation T8 Comtsned Detell Clessified LS

Ageounl Oeacriplion 1L PRFTAX UNADY
12207213 W

Subgroup : ons

4000 Waler Gales (254,753.68) o.00

4001 Cusiomer Retund o000 000

Sutrtalat : Noan EINLREL 0.80

Total [01A] Grosy secuipts ar gross aales J333¢ £.00
Ravenues [384,753.98] 2.00

Broup ; (o8] Other Income

Subsproup t Nons

4500 Lats Fuue 008 (1]

4801 Rocennec Faey 000 a0

4502 Tap Fam Qoo 0.00

4503 Adusiments [£:] 000

Hubiofs! : None (XN 0.00

Total (03] Othar lncorme £.00 (YT
Otbser jnecma [ .00
TOTAL AEVENUE {204783.40) |10

Group s {ADS] CGR.Other cons (Szh A)

Subgroup : Nons

5000 2507.98 0,00

o0 Aepars and Maintanencs B3 48463 ada

5002 Auta Expanse 12,833 oo

5003 Ullives 26,088.25 000

5004 ‘Wainr Susiples 3,600.32 o0

Subtotal : Noow 11591378 a0

* Tatat (A0S} COS-OUier casia {Beh &) 1naes 8.00

Cost of Balns J.01872 (1]

Group ¢ {08} Salaries and wagen

Bubyroug : None

(23] Wages 73,8000C 003

Bublatal : None 73,300.08 2.00

Total [38] Baleries and wages 3,800.00 LY

Group: (1] Tuxas and Licansus

Bubgroup : Notw

[} 1] Texns » Payroll Tax Exponses ase2.50 (X

8012 Yeonn - Propenty 195488 000

Subtotal ; Hens 153148 o.00

Total [12) Tazss and Ucemey T.237.13 850

Group3[13] intarest

Subgroup ; Nons

S04 Intereal Exgense 161208 .00

Subleial : Nore 181200 [X5]

Tolal {13) tntevest L61209 0.00

Gruup 1 {14} Depreciation szpanse

Subgroup : Nene

oo De 70%8.00 0.00

Sublatal : None 1,038.00 .50

Tutal {14] Deprecistion sxpensy 7,058.90 8.00

Qroup ;s {19) Dthar deductions

Subgroup : Nons

&000 Prolaszian Fest 225150 .00

S0 Bank Fens 1.022.44 L&)

003 Insurancs 3,832.00 D00

€005 Ugrtnd Promassioas aoo D00

Page 43

S0

421PH
JERSCH rre FTAX
1212014
r2051n @asy
FUE- (268,912.18)
FLE .2 (8.00005)
28904 0.1
FLE-1 26011
TTmmaen T rnTiEGE TR A7)
{271,78%0%) L6
—Len ity
(1.915.00) Taraon
FTIE.2 o
4,132.42) (4,530.17)
FTIE-2 @ 13017)
{2,000.00) £3,000.00)
FroE-2 (2,000.00)
(s871.24) 1567.84)
FTiE.2 {567.84)
TSN OaeHa
! ga, .IC! ﬂ’lm .lq
(13,621.08) {16.831.98)
{287 401,89 1287.483.0%)
va1gas 21050
FTIE -1 2.818.98
30,76216 9,701
FLE-1 7482893
FLE-2 134,96340)
954978 wen
FTIE -1 2.842.78
3106084 33,000.81
FLE. ,00881
2.213.93 EEITEH
FriE . 1 20D
lﬂ‘z ZH [T RirX]]
ﬂ,l !Dl 33,7231
U500 47800
FLE. 8138128
FTIE-8 13E1375
74 57800 7497308
B 71—
500810 ssaa
Frug-1 218830
FTE-7 12,504.00}
FYE.-8 £12.068.19)
478805 1,709.0%
FIE8 178805
7,281.28 7,70.28
AT AR
1057273 1nn
FIE- 1 755088
FTE-3 @522.11)
FTIE.§ 1
EATANEN 157333
1,073,73 187178
73,3200 2323489
FTIE- 10, 2I0®
T I T YTt N
23221103 13 37106
0.00 o0
a2 1284
e 81254
29205 23057
FrIE-1 497385
FTIE. 4 (125208
348500 348500
2013
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Chent 11888 « Weltwe L Cazrolt Water Ca, lne.
2014 Yax « Walter J Carvoll Weler Co, Ine

Engsoement
Paksd Endng: 120072014
Trist Balence: 0400.1 « $ Covporution T8

= S Cop b nal C4 is
Acsount Description 181 PRFTAN URADS
124302013 1y 4
6006 Offics Sxpunss 103581 aw
(] Regulalory Expenss 38148 000
L0 Takohoe 451811 000
6018 Fites 2100 200
ame Misoolarenus I8 (2]
Gubtolalt None '_'—u"ii:'rg Y
Tolal |19} Ovar dedutlions FXITRE 800
Rparating Expentas hal 11 VR avs
Ciher Expanses 080 2}
TOTAL EXPENSE S60.19 800
NET (INCOME) LUSS l”.’“-!‘l .00
Bum of Acseuni Grovps 008 L]

Page 44

ainors

L edy ]
JERe 8 Frie FIAX
12030201

FTIE.1 345800

441329 43020
FIiE«1 523830
FriE- ¢ 18430

332878 33182
FIE.1 332828

8,692.28 65228
FIE-3 6.531.22
FIIE.3 161.04

600,77 £00.77

Frgs1 508.77

§,082.20 6582.02
FIE-1 efors
FLE-y 19,350.18
FIE-§ (11,85242)
FlE.B Q.78

138,878.57 13807857
2.80 1]

13,8509 131,650.88
(3578309 {35733.03)

id3
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¢ 50172015
4:28 PM
Client: 13698 - Walter J, Carroll Water Co., inc.
Engagement: 2014 Tax - Walter J Carroll Water Co, Inc
Period Ending: 12/31/2014
Trial Balance: 0400.1- S Corporation T8
Workpaper: Federal Tax Journal Entries Report
Account Description WIP Ref Debit Credit
Federal Tax Journal Entries JE# 1 0900.07
To record current year activity
3500 Distributions 7.380.00
4001 Customer Refund 269.11
5000 Chlorine . 9,819.98
5001 Repalrs and Malntenancs 74,655.93
5002 Aulo Expanse 9,949.76
5003 Utilities 33,090.61
5004 Water Samples 3,211.93
6001 Bank Fess 812.54
6003 Insurance 4,173.65
8004 Interest Expense 7,584.58
6005 Legal and Professional 3,455.00
6008 Office Expense 194.30
6008 Office Expense 5,238.98
6008 Regulatory Expensa 3,326.28
6011 Taxes - Payroll Tax Expenses 22,165,389
6013 Telephone 6,531.22
6016 VWages 61,361.25
6018 Fines €600.77
6020 Miscellaneous 810.76
6020 Miscellaneous 16,350.16
1000 Cash 7.870.02
4000 Water Sales 266,012.18
Total 273,982.20 273,982.20
Federal Tax Journal Entries JE# 2
Adjust other income
3500 Distributions 21,660.91
4000 Water Sales 6,038.95
4500 Late Fees 7.915.00
4501 Reconnect Fees 4,139.12
4502 Tap Fees 3,000.00
4503 Adjusiments 567.84
Total 21,660,891 21,660.81
Federal Tax Journal Entries JE # 3
To adjust interest and loans
2802 Notes Payable - 2012 Chavy Truck 5,863.08
2803 Notes Payable - 2012 Honda Clvic 697.99
86013 Telephone 161.04
65004 Interest Expense 6.522.11
Total T 552211 6,622.11
Fedoral Tax Journal Entries JE # 4
To adjust Ted Insurance
3500 Distributions 1,253.08
1of2
Page 45
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Chient: 13688 - Walter J. Carroll Water Co., Inc.
Engagement: 2014 Tax - Walter J Carroll Water Co, Inc
Period Ending: 12/31/2014
Trial Balance: 0400.1 - S Corporation T8
Workpaper: Federal Tax Journal Entries Report
Account Description WIP Ref Debit Credit

6003 Insurance 1,253.08
Total 1,253,08 1,253.08
Federal Tax Journal Entries JE# 5
To adjust the Honda Civic pay off

2803 Notes Payable - 2012 Honda Civic 11,841.18

6004 - Interest Expense 11.26

6020 Miscellaneous . 11,852.42
Total 11,852.42 11,852.42
Federal Tax Journal Entries JE# 6
To adjust Misc

6012 Taxes ~ Property 1,798.05

8020 Miscellaneous 1,798.05
Tota) 1,798.05 1,798.05
Federal Tax Journal Entries JE# 7
To adjsut Ted Est Tax Payments

3500 Distributions 3,594.00

6011 Taxes - Payroll Tax Expenses 3,604.00
Total 3,594.00 ~3,594,00
Federal Tax Journal Entries JE# B
To adjust wages

6016 Wages 13,613.75

8011 Taxes « Payroll Tax Expenses 12,668.19

8020 Miscellaneous £47.56
Total 13,613.75 13,613.75
Federal Tax Journal Entries JE# ¢
To adjust repairs

2003 Water Well 34,956 .83

5001 Repairs and Maintenance . 34,856.83
Total 34,955.83 34,355.83
Federal Tax Journal Entriaes JE# 10
To adjust depraciation

§000 Depreciation 23,323.00

2500 Accum Depreciation 23.323.00
Total 24,323.00 23,323,00

Page 46

5112015
4:28 PM
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350 PM

04/10116
Accrual Basis

Page 47

Carroll Water Gompany, Inc.

Balance Sheet
As of Dacember 31, 2014

ASSETS
Current Assets
Checking/Savings

Carroli Water Company, Inc.

Total Ghecking/Savings
Total Current Assats

TOTAL ASSETS

LIABILITIES & EQUITY
Liabiiitias
Currant Liabliities
Cradit Cards
Chasa CC

Tatal Credft Cards
Total Current Liabilities

Total Lisbilities

Equity
Dpaning Balance Equlty
Retained Earnings
Natincome

Total Equity
TOTAL LIABILITIES & EQUITY

Dac 31, 14

36,252.70

36,252.70
36,252.70
36,262.70

191737
-4 917.37

»1.817.37

-1,9172.37

33,549.96
12,500.13
-7,.870.02

38,170,07

sz

Page 1

0000025




343 PM

04110118
Accrual Basis

Page 48

Carroll Water Company, Inc.

Profit & Loss
January through December 2014

Jan-Dat 14
Ordinary income/Expense
Income
Bank Daposits 266,012.18
Total Income 286,012.18
Gross Profit 266,012.18
Expense
Accounting & Legal Fees 3,455.00
Bank Account Analysls 812,54
Deposit Corractions 810.75
Gas 9,840.78
Instaliment Loans 7.584.58
Insurance 4,173.85
Miscalianious 19,350.16
Offica Supplies 8,236.88
Payroil Expensas 81,361,286
Phones 6,531.22
Quickbooka Support 194,30
Return Checks 800,77
Supplies, Parts, Repairs 74,655,383
TCEQ Foen 3,326.28
water deposit refunds 269,11
Water Samples 3,211.83
Wall Electric Billg 33,000,561
Total Expense 234,616,683
Net Ordinary income 31,395,35
Other Income/Expanse
Other Expense
Payroll Taxes 22,185.29
Walter Carrall 7,380.00
Water Use Fegs 9,814,98
Totatl Othar Expense 39,385.37
Neot Other incoms +39,365.37
Net Income 7,970.02
nsmmTT———

Page 1
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ATTACHMENT FB-3 WATER AND WASTEWATER UTILITIES
ANNUAL REPORTS OF CARROLL WATER FOR FY 2014
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WATER AND WASTEWATER UTILITIES
ANNUAL REPORT

Lavrsll 5;44 2y L?%H %éip“
RIS O tyi

[543
Coartificats of Convemience and Neesssity (CON) No,

ﬂl.

Jor the
Calendar Year Ended
[A-31=-26 Y

Paca 1 of 7

11/58 v

EXHIBIT

1 2]

Page 5 L18BLT3226  £0:82 9@BZ/ZT/bE

|

i
3
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Section 1: Utili Information
Utlli NWW
Addrens 513 ) Y ¢ - Tra

“J <.,

e Oa,k: Tx 15154
mm&hummmwmuMmmwmmw
Telephans Nomber 1 78.~817 - 0% | 7 Fax Number 912-(517-0%(7
Baslaties_Qarro|ljatey @ a1, et
Comaet Person Ea:t'l'_y Hfl‘fgm Tile Sepyetn vy

M&WMW&MW&MW&MWW
[Jradividen [(Jretmentip D] Cooation ™} Nowprofit Assacistion

+

Section 2: Utility Background
Waier CCNNo. "
Number of PWSs lHsy3
TCEQPWS IDNo, Q12002 O3nnods
mwhmmmmmmumm ¢ 760067 ) 7008 Llel
Number of Wastewster Systems
Sewer CCN'No, s
TCBQScwkacbngerith. ' —
TCEQ Sewer Discharge Peemit No, e e

WWMMWN& Plenars e k1 Gestiog 10)

Paga2af7

T1/9¢ vy

Page 6 LTBBLISZLE 602 S6Ez/ZIsma ‘
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e T T S e L ——— - ., "o —- -

Sgcti 3: Revennes

OPERATING REVENUES:
Litility Service/Sales |,
Fees (Tap, Reconuection, zte.)

OTHER REVENUES:

Pleese ldentify:

TOTAL REVENUES ATt 18X saoo $0.00

Section 4: Expenses

Water Wastawatar Total

Watzy ¢ Shahsantey

Salaries & W, —3.360 50.00
Contract Labor L {40 / 943
Purchated Water —r ~ 7 0.0

icals for 0t q%io / 360
Utilitles (alestricity] . 33,09 / [TF]
Repeirv/Maintenance/Suonlics 39! / $050

'Tﬁﬁc& Bx i3, Vi 6o |

Protessional Fees (Accounting, {egul) . 34551 / 30.00
i ], gl ¥0.00

-D’gm’alion & Amortizstion ’ 7 3690
Iscallaneauy {descnibe in remurks below) ¢ 1 { 9% 6.0
s Subtomal |5 12 4417 $0.00 $0.00
Tuxes:
Fedorai Income Taxes - /2] Z 1800
. Property and Other Tuxts (Payroll, orc.) i e $4%0
fe Cass, Parmin 2 pd 2000
Other (describe in rornurks beluw) ¢ ) ] yd k800
- TOTAL EXPENSES 3¢ 4] soo $0,00

flomerte (3 Jrshaden Nb‘\.v..eﬂ.l..l m e
{3) Samelindan M -%I-u: “rmm

Page 3of7
B/1/2014 Pravious TCEQ Form 20052

IT/46 Fwg Page 7 41808219225 68762 98az/z1/pp
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Section §: Operating Iterns

Debt Inferraations
Amndhmmulmu&mwmmdew
Al peincipel vayment on dabe?
rwmmmmuucummmaa

Regulntory Assesyment Foe:
mwuwmuwwm 1o TCEQ for thuppiiu;blawmvw

01000032
Rate Changes adG1a

0720
Wizt weax the eifoctive dass nfthe et Ruin Changs? p < D005 }“ !” 2010
) 010005

Section 6: Customer Information '

Numsber of Comsations ut
Consectian Type Boginning of the Ead of the
Waier Calondsr Year Culendar Vear
Tota! ‘{ 54 Lt Ste

Nmaﬂ'o icns ot
Connection Type

Beginning of the Had of tha
Wastewnter Calpndsr Year Calendar Yeur
Paged of 7
T1/88 39vd Page 8 LI8BL192¢6 BB8Z 9uez/z 194 ‘

]

!
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. - NI " e % e e

Section 7: Water Production & Consamption

Amhmumm«mwm OlY la Q713

BWMQMWMMMMMMCI oaa

cHnwnm:thnlnn? . qu
What i the total peroent of wazee [osy?

Section &Wastewater‘l‘ruted
Whuhﬂuwmlmmdmmm ---_.._._.._g-nMA
Comments?

Bection 9: Utility Management & Operations Assessment

M%'mﬂnmm
Mymhwmdpﬂhﬁmvmw?w&m&rmw @m e
Domhw:wpydmamvdhﬂﬂud&ummhgmy , ves e
Plan for custacens to review?

Doyt have Whiien Opanting Mvoccdures fe Ronsins Gperations? E\'u e
mmmwqummm 1 X[ Ves DNo

Do you bave Written Persarsed Procedums Dva EN«:
Do you bave Risk Mamgemeat & Safity Foficex? | Xves [Jwe
mmuwwmmumm&wmw Pvee e
D0 you have  Whiten Budge (sorsally updated ssunly)? [Jres B

Page 6 of 7

11/60 3ovd Page 9 L188L192LE 6882 988Z/Z1/bR

|
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mm«wwwmwwmmmnww
this year? M as, plegsa fict thamm in Section 10,

Doyaummmphm«hcpacommlm E‘m DNa'

hnmmwve,mqmmpbyee,ur Yu DN::
aukwesing sorvics socessible by phooa at a1y tinsas to alf customery?

Rales and Rogolatigny

vmmbmnam&mmuwuhwawof Em DNo
wmmnsormndummmammm

lfyoanogmtmm& have & copy of oc Yure eooses Izlvu No
1063I0TACS 17 ¥4 D

T Wammmv,mmm 0d J0TAC 30907
Doymhmaoqua!orhvammhe‘mc 187 (] DNo
Do you karve a copy of'or bave scess 1o Texas Whaize Cods Chnpaer 157 e D\!u

-
Domnnﬁ&empdnrblhnﬂaadnu&ammhrmpdm
[ves e B soeties ] Ouly if greater than 2 houry

deaymhapmmhﬁmoﬂ
pipr— [T mewacos [ Moetings
Otixer
Mmmﬁbxmﬁmﬂabmmpmw E?umm
A5 fecards kop for additions 10 fixed sssery? Eru[]&o
kuwmﬂ&emmnmww Dm@:o
Are sccounting records bmmwmmmkap:w EY“DVB

Page 8 of 7

11/81 Bud Page 10 41B0LTXI6  6Rez geBz/zI/be
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Section 11: Sworn Statement

IHEREBYCEEUFYTBAITHBﬂﬂ%ﬁUMNﬂDNFROVHIﬂDn@ﬂBE
REPOR!TBTRUBANDCIMIECTTDTEBBESTOPL&YKNO“EEDGB

AND BELIEF, (Thia docement MUST be signed by the President e Oviner of the
Ullly)

his 24 _ dayor.mgzr_ 2013,
President or Owners

(Signature)
Aadaltev § Caxrol]
(Printed name)

Page 7ort
8/1/2094_Pravious TCEQ Form 20052

TI/IT v Page I1 2160219246

6882 s@9z/zT/pa
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