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i L P C^P1i:SSIONAI., QUALIFICATIONS
3

2 Please state your name and business address.

3 A. Fred Bednarski, .I.II, 1701 N. Congress Avenue, P.O. Box 13326, Austin, Texas 78711.

4

10

11 Please describe your educational background and past work experience.

12 A. I graduated from the University of Texas in Austin with a Bachelor of Liberal Arts degree

13 with a major in economics and Bachelor of Business Administration degree with a major

14 in accounting from Texas State University. I was previously employed as an Auditor for

15 the Health & Human Services Commission Office of Inspector General in Austin, Texas.

16 My responsibilities included examining, investigating, and reviewing financial

17 documentation and management practices to ensure legal compliance with state and federal

18 laws, rules, and regulations pertaining to the Medicaid and Children's Health Insurance

19 Programs. I was also employed as a Trading Operations Analyst with the Texas Teacher

20 Retirement System and the State Auditor's Office of Texas as an Auditor. I have worked

21 in the accounting field since August of 1993.

22
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I Please describe your current work responsibilities.

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

3 and conducting audits to review, analyze, and to recommend a revenue requirement. I am

4 also responsible for participating in water and sewer utility case settlement negotiations,

5 preparing and providing testimony for evidentiary hearings, and reviewing the outcome of

6 audits of utilities for contested rate applications, wholesale rate appeals, retail rate appeals

7 and cost of service appeals. In addition, I review and processing certificate of convenience

8 and necessity (CCN) related applications including Sale/Transfer/Mergers (STM)

9 applications. I also review, audit, analyze, and prepare comprehensive reports based on my

10 review of complex business plans and/or financial and managerial information with the

11 purpose of making a recommendation on the financial and managerial capability of a retail

12 public water or sewer utility to the PUC.

13

18

19 Did you prepare this testimony and all the attachments?

20 A. Yes, I did.

21

22
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5 Rate School, from May 12-16, 2014. I have also spent time evaluating rate applications

6 and making recommendations regarding costs of service and utility rates. I work under the

7 guidance of experienced experts in the field.

8

14 • Docket No. 42862 - Appeal of Water and Sewer Rates Charged by the Town of

15 Woodloch CCN Nos. 12312 and 20141; and,

16 ® Docket No. 43554 - Petition ofMansions at Turkey Creek, LP Pursuant to Texas

17 Water Code § 13.043 for Review of the Decision by Northwood Municipal Utility

18 Districts No. I to Change Rates in Harris County.

19

20 II. PURPOSE SCOPE OF TESTIMONY

21 Q. Are you familiar with the present case?

22 A. Yes, I am.
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1 Q . Please explain the purpose of your testimony and your role in this case.

2 A. The purpose of my testimony is to present Commission Staff's recommendation as to the

3 overall cost of service or revenue requirement for the rates being contested in this case.

4 The cost of service will be used by staff engineering specialist, Sean Scaff, to determine

5 the rate that should have been set at the time North San Saba Water Supply Corporation

6 (NSS WSC) changed the rates subject to this proceeding. My role in this case also includes

7 conducting a financial review of NSS WSC's records and information that were available

8 to the Board of NSS WSC at the time the rate change was approved on August 11, 2015'

9 for the test period of 2014 used by NSS WSC to set the rates which are the subject of this

10 proceeding.

11

12 What documents have you examined?

13 A. I reviewed all written responses and documents that were provided by NSS WSC in

14 response to requests for information which includes rate information, annual financial

15 reports, budgets, and cash forecasts. I also reviewed all testimonies filed in this docket, the

16 Commission's rules and guiding water rate making principles. For the purposes of my

17 analysis, I only used documents and information that were available to the board of

18 directors at the time the decision was made to increase rates subject to this appeal.

19

20

21

' N5N WSC's Response to Second Request for Information NO. 2-5, Documents Bates -labeled NSSWWSC
000331-000335.
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4 (TWC), which states in relevant part:

5 "...in an appeal under Subsection (b), the commission shall hear the
6 appeal de novo and shall fix in its final order the rates the governing
7 body should have fixed in the action from which the appeal was
8 taken. .. The utility commission may consider only the information
9 that was available to the governing body at the time the governing

10 body made its decision and evidence of reasonable expenses
11 incurred by the retail public utility in the appeal proceedings. .
12
13 I also used TWC § 13.043(j) to develop my recommendation, which states in

14 relevant part that "the utility commission shall use a methodology that preserves

15 the financial integrity of the retail public utility."

16 Finally, I used publications which speak to generally accepted practices for

17 ratemaking and my experience in other cases to develop my recommendation.

18

19 Q. What information was available to NSS WSC's board of directors when it

20 fixed its rate?

21 A. In support of its rate increase, NSS WSC provided its 2014 Audited Financial Statements,

22 Annual 2014 Budget, Loan Agreements, Board Minutes, and other supporting documents.

23

24 Q. What methods are used by water supply corporations to determine their revenue

25 requirements and which one did you use in this case?

26 A. The most common methods used by water supply corporations to determine revenue
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_...__ _..,^,. .,.., . ^ _
requirementsements are the

^..h_.w_.,
cas -needs method and the utility method. I used the cash-needs

2 method.

3 What are the cash-needs and ut® 'ty methods?

4 A. Both methods are used to develop a revenue requirement. I have provided a comparative

5 schedule below for the equations used in each method.

6

7
8

Comparison of Cash-needs and U tflity Methods
Cash lYeeds Utilft

Equation: RR=E+DS+DsC+C1 RR=E+D+`r+(RI3xROR)
Where: Wbere-
RR = Revenue requirement or cost of service RR = Revenue requirement or cost of service
E= Operating Expenses = UPecatin Ex enses
DS = Debt Service D= Depreciation
D5C = Debt Service Coverage T= Taxes
CI = Capital Expenditures (annually recurrin ) RB = Rate Base

ROR = Rate of Return

14 objective of the cash-needs approach for developing a cost of service is to provide revenues

15 sufficient to recover total cash requirements for a given time period." The A WWA MI
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4 on paying their cash expenses and debt service, which is normally used to pay for long

5 term assets such as plant and equipment. The focus on debt service upholds a GOU's ability

6 to obtain debt for future required improvements. The cash-needs method provides

7 confidence that cash will be available to provide debt payments and preserve the financial

8 integrity of the retail public utility. Under the cash-needs method, the cost of service

9 includes the following: allowable operating and maintenance expenses; reasonable and

10 prudently incurred debt service costs; recurring capital improvements that are not debt-

11 financed or contributed, and reasonable contributions to a cash reserve account, typically

12 in the form of debt service coverage. For a larger GOUs, bond covenants will define debt

13 service coverage requirements. Furthermore, under the cash basis method, revenues must

14 be adequate to cover all cash-needs, including debt obligations as they become due.

15

20

21 Why did you chose the cash-needs method rather than the utility method?

22 A. I chose the cash-needs method so that the Commission can set a rate, based on my
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8 WSC.

9

10 What is NSS WSC's requested revenue requirement?

i i A. NSS WSC's revenue requirement for Fiscal Year (FY) 2014 is $388,723 as listed in

12 Attachment F.B-2 Column C.2 This amount consists of NSS WSC's operating expense

13 amounts reported in Note 5 and Note 6 of NSS WSC's 2014 Audited Financial Statements,'

14 long term debt service of $10,332, and TCEQ Fine Expense amount of $7,020.

15

16 Did you use NSS WSCIs revenue requirement?

17 A. I did not use all of the amount requested by NSS WSC and I will elaborate on why below

18 in my testimony. My recommendation is based on the actual cash-needs ofNSS WSC for

19 the reasons previously stated.

20

2 Direct Testimony of Katharine Gage (March 30, 21}16), EXH. KG-3.
I NSS WSC's Response to First Request for Information NO, 1-5, Documents Bates --labeled NSSWWSC 000004-
000024.
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i What test period is your review of the cost of service based on?

2 A. January 2014 thru December 2014 or FY 2014.4

3

9

10 Q. Please explain your process for reviewing a WSC's records to determine the cost of

11 service to provide retail water service.

12 A. I use the information provided by the WSC to determine the WSC's cost of service for

13 providing water service. For a WSC, this normally consists of historical financial

14 information and a budget. I requested and reviewed the records NSS WSC had available at

15 the time it made the decision to change its water utility rates on August 11, 2015. 1

16 reviewed the financial statements to determine debt service and coverage requirement

17 amounts and the cost of operations and maintenance. I further reviewed the operations and

is maintenance expenses to determine if they produce a rate that is just and reasonable as

19 required by TWC § 13.043(j). In order to make this determination, I reviewed the

20 individual expenses included in the cost of service for reasonableness and necessity in

21 providing utility service.

'North San Saba's Response to First Request for Information NO. 1-4, Documents Bates -labeled NSSWWSC
000003.
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Based upon the information provided through the parties' testimony and resp+^nses

2

3

4 A.

5

6

7 Q.

8 A.

9

10

11

12

13

14

15

16

17

to requests for information, what is your recommended revenue requirement for

North San Saba's water services?

Based on my review of the information provided, I recommend a revenue requirement for

water service of $354,500, as documented in Attachment FB-2, column E, row 34.

'Direct Testimony of Katharine Gage (March 30, 2016), EXH. KG-3.
' NSS WSC's Response to First Request for Information NO, 1-5, Documents Bates - labeled NSSWWSC 000004-
0000224.
' NSS WSC's Response to First Request for Information NO. 1-19, Documents Bates -- labeled NSSWWSC 000222,
North San Saba's Response to Second Request for Information NO. 2-6, Documents Bates -labeled NSSWWSC
000336 to NSSWSC 000348, North San Saba's Response to Second Request for Inforrnation NO, 2-7, Documents
Bates -labeled NSSWWSC 000349 to NSSWSC 000375, North San Saba's Response to Second Request for
Information. NO. 2-8, Documents Bates labeled NSSWWSC 000376 to NSSWSC 000378, and North San Saba's
Response to Second Request for Information NO. 2-9, Documents Bates - labeled NSSWWSC 000379 to NSSWSC
000380.
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coverage of $25,763.37 (Attachment FB-2, column E, row 33). The sum of these amounts

10 How did you determine the fixed and variable water expenses?

11 A. I assigned a percentage amount to each cost category included in the cost of service to

12 determine the total fixed and variable portion of the cost of service. I used my experience,

13 and discussion with experienced peers to make this judgement. The percentage amounts

14 were determined based on whether or not water usage was a cost driver for a particular

15 expense. These percentages were then multiplied by the total expense category to

16 determine the fixed and variable amount resulting in a revenue requirement. The total

17 calculated amounts are $253,329.04 (Attachment FB-2, column G, row 34) for fixed costs

18 and $101,171.49 (Attachment FB-2, column 1, row 34) for variable costs.

I I'dS51NSC's Response to First Request for Information NO. 1-6, Documents Bates - labeled NSSWWSC (}00{}25.
'NSS WSC's Response to First Request for Information NO. 1-5, Documents Bates --labeled NSSWWSC 000004-
000(124.
11 NSS WSC's Response to Third Request for Information NO, 3-17, Documents Bates -labeled NSSWWSC
000718 & 000774.
11 NSS WSC's Response to Third Request for Information NO. 3-16, Documents Bates labeled NSSWLYSC
000772.

0000013



2 revenues as a credit to the cost of service?

3 A. My adjustments to operations and maintenance expenses and other revenues appear in

4 Attachment FB-2, column D, rows 2 through 7 and rows 19, 21, 23, and 24. The

5 explanations for the adjustments follow.

10 revenues reduce the amount of revenue required to be collected from the base rate

i i and gallonage charges in the rate design by a total of $6,699.32. Other revenues

12 include the following: a) capital fee of $1,500, b) membership fee of $1,000, c)

13 late fees of $720, d) line extension revenues of $3,275, e) expense rebate of $165,

14 and f) interest income of $39.32. 1'-

15 2. I reduced depreciation expense amounts to zero since depreciation expense is not

16 typically included in the cash-needs method. The reductions to depreciation

17 expense are made as follows: depreciation of $10,484 and system depreciation of

18 $128,504. As previously discussed, the cash-needs method includes debt service

19 and coverage in lieu of depreciation and return.

20 3. 1 reduced long term debt of S 10,332 on row 21 to zero since all annual loan payment

21 amounts are calculated and included on rows below the operations and maintenance

`L NSS WSC's Response to First Request for Information NO, 1-10, Documents Bates -labeled NSSWWSC000062
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1 expenses in the annual total debt payment amount; and,

2 4. I reduced TCEQ's fine expense $7,020 on row 24 to zero since this is not an annual

3 reoccurring expense to provide water. The 25% debt service coverage amount and

4 cash reserves are sufficient to pay for the non-recurring fine.

5

6 Do you have any comments on debt service and debt service coverage?

7 A. Yes, I do.

8

9 Q. Please explain your debt service amount included in the cost of service and how you

10 arrived at the amount.

I I A. I recommend a debt service amount of $103,053,48 (Attachment FB-2, column E, row 32)

12 which is the total annual interest expense and principal payment amounts based on all loans

13 executed to finance system improvements. I based this amount on the actual note payment

14 schedules with the exception of one note, for which I included a hypothetical payment

15 amount based on a reasonable amount of time and cost to cover loan costs associated with

16 long-term assets.

17 For all but one note, I calculated the annual payments amount based on Note 4: Notes

18 Payable in 2014 Audited Financial Statements ofNSS WSCE3 and the loan agreements and

19 amortization schedules submitted. 14 I calculated the annual principal and interest payment

20 for each note based on the terms of the agreements except for the loan for $70,0(}0. I

13NSS WSC's Response to First Request for Information N. 1-5, Documents Bates -.labeled NSSWWSC (}00013.
14NSS WSC's Response to Second Request for Information NO, 2-6, Documents Bates -labeled NSSWWSC
{700336 to NSSWSC 000348, and NSS WSC's Response to Second Request for Information NO. 2-7, Documents
Bates - labeled NSSWWSC 000349 to NSSWSC 000375

0000015



10 Please provide your recommendation as to debt service coverage (DSC) included in

13 NSS WSC's Response to First Request for Information NO. 1-19, Documents Bates labeled NSSWWSC
(}00222, NSS WSC's Response to Second Request for Inforniation N{.7. 2-8, Documents Bates labeled NS5 SC
000376 to NSSWSC 000378, and NSS WSC's Response to Second Request for Information NO, 2-9, Documents
Bates -labeled NSSWWSC 000379 to NSSWSC 000340
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11

12 Q. Do you think the cost of service you recommend will allow NSS WSC to charge a just

13 and reasonable rate?

14 A. Yes.

15

16

17 IV. SUMMARY & CONCLUSION

18 What are your final revenue requirements recommendation in this case?

19 A. Based on the information presented in this case that was available to NSS WSC at the time

20 it made its decisions to approve the rate change, I am recommending a final revenue

21 requirement of $354,500 (Attachment FB-2, column E, row 24).

22
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18

19

20

21

0000018



Attachment FB-1

0000019



FRED BEDNARSKI III
820 San Remo Blvd.

Lakeway, Texas 78734
51.2-786-3989 (H)
512-239-4758 (W)

Education

The University of Texas May 1989
Austin, Texas

Degree: BA9Economics

Southwest Texas State University August 1995
San Marcos, Texas

Degree: BBA/Accounting
GPA Major 3.2

Work Experience

Office of Inspector General Texas HHSC Aug I 0-March 13
Austin, Texas
Auditor
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JI Specialty Services, Inc. Aug 97-Dec 97

Austin, Texas
Corporate Accountant

Prepared Financial statements, consolidation of statements, intercompany transactions,
reconciliations, managed cash and payroll.

'con Products and Fast
Stop Stores, Inc.
Austin, Texas

Accountant

Austin Teachers Federal Credit Union
Austin, Texas

Financial Service Representative

Sept. 95-Sept. 96

April 93-Sept 94

0000021



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 12l412010

Special Skills
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.342 PRINCIPLES OF WATER RATES, FEES, AND CHARGES

indenture - The formal agreement between a group of bondholders, acting through a
trustee, and the issuer as to the terms and security for the debt. Ordinarily, it involvi-
the placement of a lien on either the income, property, or both, being acquired (°a•c:w
expenditure of the, proceeds of the bond issue.

investor-owned water utility - A utility owned by an individual, partnership
corporation, or other qualified entity with the equity provided by shareholder
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I DIRECT TESTIMONY OF KATHERINE GAGE

2 I. INTRODUCTION

3 Q. PLEASE STATE YOUR FULL N AME AND ADDRESS,

4 A. Katherine B. Gage - 7201 CR 124, San Saba, Texas 76877

5 Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

6 A. I am testifying on behalf of the North San Saba Water Supply Corporation.

7 Q. ARE YOU EMPLOYED?

8 A. No, I am retired.

9 Q. WHAT IS YOUR RELATIONSHIP TO NSSWSC?

10 A. I am a Member of the North San Saba Water Supply Corporation since 1999. I am

11 currently on the Board Directors for NSSWSC and have been since 2010. 1 served

12 as President for four (4) years (2012 to 2016) and as Secretary-Treasurer for one

13 year (2011-2012).

14 Q. WHAT IS YOUR PROFESSIONAL AND EDUCATIONAL BACKGROUND

15 AND EXPERIENCE?

16 A. I worked in the homebuilding industry for the last 28 years of my career. I worked

17 in many aspects of the homebuilding business including cost estimating and the bid

18 process; contract review for land acquisition; home sales and closing documents;

19 customer issues; sales payroll and builder bonuses; management of up to three (3)

20 people; and interim loan process. Finally as executive secretary for an Area

21 President who was responsible for four major housing markets, Austin, San

22 Antonio, Denver and Phoenix. I am familiar with financial statements and other

23 business practices. I have a high school diploma and a couple of years of college.

SC3AH Docket No. 473-16-1834.WS Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation
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I U. PURPOSE AND SCOPE OF TESTIMONY

2 Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS

3 PROCEEDING?

4 A. To explain how and why the Board of Directors of NSSWSC raised the base and

5 water rates it charges to its Members.

6 Q. HAVE YOU PREPARED ANY EXHIBITS SCHEDULES IN

7 CONNECTION WITH YOUR TESTIMONY?

8 A. Yes. I have prepared, supervised the preparation of, or co-sponsored the exhibits

9 listed in the table of contents to my testimony.

10 III. DUTIES OF THE BOARD OF DIRECTORS

11 Q. DO THE BOARD OF DIRECTORS MEETING REGULARLY?

12 A. Yes, we meet on the second Tuesday of each month at 5:30 PM in the Arrowhead

13 Bank Building Board Room.

14 Q. WHO NORMALLY ATTENDS THESE MEETINGS?

15 A. Normally only Board Members, the Operator, Will Broyles, and the Office

16 Manager, Cindy Hibler, attend the meetings. Participation in Board Meetings by

17 the general Members of NSSWS is usually based on the Member's dissatisfaction

18 with something that is on the Agenda which is posted per the Open Meeting Act;

19 or with an invoicing issue.

20 Q. HOW MEMBERS HAVE ATTENDED THE MEETINGS?

21 A. Usually we only have one (1) or two (2) general Members at the meetings.

22 NSSWSC sent a letter dated July 17, 2015 to its Members stating that Board of

SOAR Docket No. 473-16-1834.WS Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation

4
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1

2

3

4

5

6

7

8

9 Q. WHAT DOES SERVING ON THE BOARD OF DIRECTORS AN TO

10 YOU?

11 A. I believe it is my duty to ensure that the NSSWSC is able to provide water to all its

12 Members today and in the future.

13 IV. COMPLIANCE AND FINANCLAI., ISSUES

14 Q. WHAT IS INVOLVED IN ENSURING WATER IS PROVIDED TO

15 MEMBERS OF NSSWSC?

16 A. NSSWSC must comply with all TCEQ regulations and with the EPA Safe Drinking

17 Water Act.

18 Q. HAS THIS BEEN AN ISSUE?

19 A. Yes. NSSWSC is a small rural water system that currently has 264 Members with

20 a total of 297 meters. To the best of my knowledge it was started in the 1970s by

21 a few individuals. The system has grown over the last thirty plus years with little

22 regard to how NSSWSC could keep up with the growth and wear and tear of the

23 system. I am aware of only two upgrades to the system that prior to 2014. Both

SOAH Docket No. 473-16-1834.W S Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation

5
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1 for replacement of transmission lines; one in approximately 2007 on County Road

2 124 and the other in 2012 for Highway 16 from FM 1480 to CR 111 •, FM 1480 to

7 On December 14, 2011 TCEQ did an inspection of NSSWSC system. The

8 inspection resulted in ten violations, six of which were corrected and NSSWSC

9 achieved compliance on March 28, 2012. NSSWSC did not have the money to

10 correct the other violations. As a result TCEQ Assessed Administrative Penalties

11 that required compliance and a monetary penalty of $21,079 on May 1, 2012.

12 NSSWSC signed an agreement with TCEQ to pay the penalty and achieve

13 compliance on the remaining four issues. The penalty was paid with a $604 initial

14 payment followed by 35 monthly payments of $585. This penalty was paid in full

15 in September 2015.

16 Sealy Engineering, who had been working for NSSWSC for several years,

17 was aware of the violations and was working on obtaining funding through the

23 2013, at which time the engineer started the bid process, and the "construction

SOAH Docket No. 473-I6-1834.WS Katherine Gage- Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation
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7 Q. HAS NSSWSC COMPLETED ALL THE NECESSARY EAPROVEMENTS

8 TO THE SYSTEM?

9 A. No. Our "construction project" did not address all the issues that need attention.

10 Due to the amount of money NSSWSC received in loans and loan forgiveness,

I 1 NSSWSC could only correct a few of the items that need to be addressed.

12 WHAT OTHER ITEMS NEED TO BE ADDRESSED?

13 A. In May 2015, we contracted with an engineering firm to determine those issues still

14 needing to be addressed. They have provided us with a report.

15 [NSSWSC OFFERS EXHIBIT KG-2 -- Jacob & Martin Feasibility Study]

16 This report shows that there are issues with the pumps at the FM 500 pump

17 station installed during the "construction project" which NSSWSC is in the process

18 of replacing. The Board has approved $22,500 to replace the pumps at FM500

19 pumping station and to also mitigate some premature wear effects and the cause of

20 a serious cavitation problem with the new pumps at Stingy Lane pumping station.

21 There is an outstanding issue with TCEQ regarding elevated storage at the

22 Shaw Bend Tower, although no violation has been written up as of now. NSSWSC

SOAR Docket No. 473-16-1834.WS Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation
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17 of Agriculture for the 6" transmission line. NSSWSC would be responsible for

18 $13,800, approximately, in order to qualify for the grant.

19 The Board of Directors is very aware that we cannot add any more long

20 term debt and are working with grant writers and Jacob & Martin, our new

21 engineers, to find additional grants. NSSWSC has to have a good financial history

22 plus money in the bank to qualify for many of the grants.
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1 Q. HOW HAS THE COST OF THE "CONSTRUCTION PROJECT-

2 AFFECTED NSSWSC FINANCES?

3 A. NSSWS increased its long term debt (liabilities) by $715,000 in loans from the

10 on hand, but it was not easily recognized in the financial reports. Each month the

11 Treasurer's report is submitted as the "Profit & Loss" (report from Quick Books)

12 the net income would fluctuate depending on the expenses for repairs, supplies or

13 utilities. Although the net income was normally a positive number, it did not show

14 the actual arnqunt of cash being spent by NSSWSC. Because the loan payments

15 only show the interest portion of the payment on the P&L expenses, the principal

16 portion is shown as a reduction in the long term liability. The principal monthly

17 payment averaged per month equals $4,510 in 2014, $8,379 in 2015 (due to $30,000

18 down payment on Nelson Lewis, Inc. loan), and is estimated to average $6,482 in

19 2016. Prior to incurring long term debt from TWDB and Nelson Lewis, Inc. the

20 monthly average principal payment was $1,256. This is approximately a 41.2°1®

21 increase in the principal payment only.
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1 The increase in long term debt and its payments and the fact that NSSWSC must

2 address the outstanding issues with TCEQ and the EPA are the reasons why

3 NSSWSC had to raise the rates.

4 Q. DID THE BOARD OF DIRECTORS LOOK FOR WAYS TO REDUCE

5 EXPENSES?

6 A. Yes. But the water supply system is like an old car: it keeps running, but it breaks

7 regularly and when it does it is expensive.

8 Q, COULD YOU CUT EXPENSES BY LOWERING THE OPERATOR'S

9 CONTRACT?

10 A. Yes, but I'm not sure we can replace our Operator with anyone that is qualified for

11 less money. We have not had anyone send a resume or express an interest in being

12 the Operator for NSSWSC in the last six years. It can be a very difficult job. The

13 Operator goes when there is a problem, regardless of the weather or personal plans.

14 Our current Operator, Will Broyles, has done an excellent job and has been more

15 reliable and pleasant to deal with than the previous Operator. Mr. Broyles started

16 with NSSWSC at $49,500 annually in 2010 and is now being paid $90,000

17 annually. Mr. Broyles is a contractor and provides all his own equipment, including

18 a pick-up truck, trailer, trencher, excavator, hand tools, and additional help if

19 needed, not to mention insurance on the pick-up and equipment, and liability

20 insurance. The previous Operator was being paid approximately $92,000 when she

21 left the system in 2010. She operated under the same conditions as our current

22 Operator.

SOAH Docket No. 473-I6-1834.W5 Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation

10

0000049


	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50

