
I I am confident if the Board of Directors had a viable candidate for the Operator's

2 position we would look seriously at the candidate.

3 The Board of Directors has looked at purchasing equipment and hiring at least two

4 employees; but it not an economically feasible idea.

5 V. REASONABLENESS OF NEW RATES

6 Q. DO YOU BELIEVE THIS RATE INCREASE IS FAIR TO ALL YOUR

7 MEMIBERS?

8 A. Yes. I have talked to several Members and they, like me, are not thrilled with

9 paying more for water, but they realize the cost of everything has gone up in the

10 past few years. And they know that to continue receiving water they have to support

11 the system.

12 Q. HAS ANY MEMBER SPOKEN WITH YOU OR T BOARD OF

13 DIRECTORS ABOUT BEING ADVERSLY AFFECTED BY THE RATE

14 INCREASE?

15 A. No.

16 Q. HAVE YOU CONSULTED AN OUTSIDE PARTY REGARDING THE

17 NSSWSC'S RATES?

18 A. Yes. I met with James Smith of the Texas Rural Water Association (TRWA) in

19 November 2015 and asked him if TRWA had a rate calculator. He answered yes

20 and used the TRWA "Water Revenue Requirements and Rate Design" spreadsheet

21 to calculate the rates for NSSWSC. According to his spreadsheet and the lowest

22 rate tier NSSWSC charges its Members, the base rate should be $88.57 per month.

23 NSSWSC's current base rate is $82.00.

SOAH Docket No. 473-16-1834.WS Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation
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1 [NSSWSC OFFERS EXH. KG-3 - TRWA spreadsheet]

2 HAS NSSWSC GIVEN ANY CONSIDERATION TO REDUCING THE

3 RATES?

4 A. Yes, a motion was made in the January 2016 meeting to evaluate of the rate increase

5 and its impact on the fmancials in six months.

6 [NSSWSC OFFERS E .. G-4 - NSSWSC Board minutes, Jan. 20161

7 DO YOU HAVE SET HOURS THAT YOU WORK FOR NSSWSC OR ARE

8 YOU ON CALL AT ANY TIME?

9 A. I have no set hours. I work on projects on my own schedule. I am on call to

10 Members, the Operator (Will Broyles), the Office Manager (Cindy Hibler,) and the

11 Board of Directors at any time.

12 VI. SERVICES AND EQUIPMENT PROVIDED FOR NSSWSC

13 Q. DO YOU USE ANY EQUIPMENT AND/OR SUPPLIES YOUR WORK?

14 A. Yes.

15 Q. WHAT EQUIPMENT AND/OR SUPPLIES DO YOU USE?

16 A. Computer, printer, calculator and paper and ink for printer.

17 Q. WHO OWNS THE EQUIPMENT?

18 A. I do.

19 DO YOU PROVIDE THESE TOOLS AND/OR SUPPLIES; OR DOES

20 NSSWSC PROVIDE THEM FOR YOU?

21 A. I provide 98% of the supplies. I think NSSWSC has purchased 3 ink cartridges and

22 1 ream of paper in the last 6 years.

SC3AH Docket No. 473-16-1834. WS Katherine Gage -.T.3irect Testimony
PUC Docket No. 45283 North San Saba Water Supply Corporation
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I DO YOU HAVE ANYONE WHO HELPS YOU IN YOUR WORK FOR

2 NSSWSC?

8 VIL CONCLUSION

9 DOES THIS CONCLUDE YOUR. TESTIMONY?

10 A. Yes.

SOAsTI Docket No. 473-16-1834.WS Katherine Gage - Direct Testimony
PUC Docket No. 45283 North San Saha Water Supply Corporation
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NORTH SAN SABA WATER SUPPLY CORPORATION
P.O. Box 598

San Saba, Texas 76877
325-372-5348

Date: July 17, 2015

Subject: Proposed Rate Increase

Dear Member,

In the time frame since our last water rates increase, over 5 years ago (December 2009),
your North San Saba Water Supply Corporation (NSSWSC) Board has pursued a
program of capital improvements for our water system in an effort to improve your water
service reliability and quality, compliance with relevant State of Texas regulations, and
overall value to our members- Approximately 35 miles of new 3 inch pipe has been laid
to distribute water to members, replacing old, deteriorating and very often leaking pipes.
In addition, about 8 miles of new 10 inch pipe has been laid along FM500. There has also
been important facility improvements at both the Stingy Lane and FM500 stations with
new pumps and automated control equipment installed, along with new water storage at
both stations. Our Operator, who is normally repairing pipe leaks as soon as possible, has
also replaced many older, worn, and leaky valves in the system. He has also moved
meters to the nearest appropriate County Road and replaced worn out meters. Hopefully
many of you as members have experienced a noticeable improvement in reliability and
service as a result of these efforts and improvements.

These system improvements were financed thru a combination of loans and grants
totaling about $3million. The NSSWSC now services 3 loans totaling approximately
$6900 per month in loan payments. In addition, inflationary price increases on supplies
and repairs, etc, to upkeep and maintain the water system are exacting a toll on our
finances. In a recent accounting of our financial outlook, expenses are currently
exceeding revenues by a significant margin and we have no choice but to consider a rate
increase.

One additional side-note: the State of Texas is still experiencing effects of the recent
drought and consequently there are very good general reasons to conserve water
everywhere. A feature of the proposed new rate plan is to encourage voluntary water
conservation by members.

Proposed Rate Increases:

Increase residential base rate by $12_00 to $82/mo. ($0.40 per day increase).
0 to 4,000 gallons - No Change, $2.70 per thousand gallons
4,001 to 8,000 gallons - increase from $3.38 to $5.07 per thousand gallons
8,001 to 20,000 gallons - increase from $4.05 to $7.09 per thousand gallons
20,001 plus gallons - increase from $4.73 to $9.46 per thousand gallons
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The commercial base rate will increase from $200 to $400.

Here are some example water bills calculated under the new rates for various monthly
metered residential water consumptions:

Metered Base 0-4000 4001- 8001- 20,000 State Monthly
Water Rate al 8000 al 20,000 al plus Tax Bill

1,000 gal $82 $5.40 $.44 $87.84
-6,000 gal $82 $10.80 $10.14 $ ,51 $103.46
10,000 gal $82 $10.80 $20.28 $14.18 $.64 $127.90
22,000ga1 $82 $10.80 $20.28 $85.08 $18.42 $.85 $218.17
40,000 gal $82 $10.80 $20.28 $85.08 $189.20 $1.94 $389.30
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JACOB & MARTIN , LLC .
,ARCHITECTS* ENGINEERS

Fnrt# F•aa4s

3465 Curry Lane
Abilene, Texas 79606
325-695-1070
www-gacobmartin.com

FEASIBILITY STUDY

1508 Santa Fe Drive
Suites 203

Weatherford, Texas 76088
817-594-9880

TO: North San Saba WSC Board of Directors
FROM: Allen Phillips, P.E., Jacob and Martin, LLC.

SUBJECT: North San Saba Water Supply Corporation Feasibility Study
DATE: June 25, Z015

INTRODUCTION

In May of 2015 Jacob and Martin, LLC. was contracted to perform a feasibility study for the North San
Saba Water Supply Corporation. The study is intended to provide information on certain system elements
which have been highlighted as problem areas by the Corporation as well as provide information on
general system requirements and potential solutions and cost for these specific areas of concern. The
items include the following:

1) Pump Hydraulics at the new Stingy Lane Pump Station.
2) Pump Capacity at the old Stingy Lane Pump Station.
3) Pump Capacity at the FM 500 Pump Station.
4) Disinfection needs and procedures at the Stingy Lane Pump Station.
5) Examine and discuss Elevated Storage Requirements.

During preliminary discussions with the corporation it was decided that the WSC desired to keep this
study at a feasibility level. No computer based hydraulic modeling or detailed system analysis was
desired for this study.

GENERAL

The North San Saba Water Supply Corporation (WSC) is a rural water supply which serves 297
customers in San Saba County north of the City of San Saba. The system is split into two pressure planes
and serves approximately 127 customers in pressure plane one and 170 customers in pressure plane two.
North San Saba WSC is a groundwater system and is supplied by both WSC wells and purchased
groundwater from the City of San Saba. The system has two wells which feed pressure plane one only.
Pressure plane two is supplied by purchased groundwater through an interconnect with the City of San
Saba. Recently, the WSC has constructed a pump station to transfer purchased water from the City of San
Saba in pressure plane two and blend it with well water in pressure plane one in order to reduce radium
levels in the well water. A system map is included as attachment A in this study.
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General system requirements for the North San Saba WSC are set forth by the Texas Commission on
Environmental Quality (TCEQ) in Chapter 290 of the Texas Administrative Code. Specifically, the
guidance which outlines these requirements is located in Subchapter D Rule, 290.45, "Minimum Water
System Capacity Requirements." A table has been included below which outlines the applicable
requirements for this study. Section 290.45 of the rules have also been included in the attachments.

Table 1- Summary of General System Requirements

* Pumping Capacity may reduced to 0. 6 gpm/ cconnection %f'2i1f1 gallons per connection of elevated
storage is provided

Typically, these requirements are examined individually for each pressure plane. However, in this case
the actual well capacity and purchased water interconnect capacity can be examined system wide. The
system has 250 gpm of purchased supply from San Saba and approximately 57 gprn of well supply.
Based on a total connection count of 297, the entire system requires 179 m of supply capacity. This
can be met with the purchased water alone. However, NSSWSC does not have well capacity to operate
pressure plane one with only well water. The 57 gpm well capacity is not sufficient to satisfy the TCEQ
required capacity of 76 gpm in pressure plane one.

Table 2- NSSWSC System Requirements by Pressure Plane

Pressure Plane #1
REQUIRED PROVIDED

Meters 127
Transfer Capacity (New Stingy Lane Pump
Station

76.2 gpm 150 gpm

Total storage capacity 25,400 44,000
1

Elevated storage aci 12 700 --
Elevated g2 Me capaci!y (if pressure tank 2,540 4,000

Pressure Plane #2
REQUIRED PROVIDED

Meters 170
Total sto e capacity 34,000 50,000

OnPocono AAik 260
I? 7600

Elevated storaae capacity (ifnressure tank)
*Minimum Not Met with Equipment Provided
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3i'3TINGYLAIW PUMP STATION

The new Stingy Lane Pump Station was constructed in 2013 and consists of 24,000 gallons of ground
storage with two 150 gpm pumps. This pump station was installed in order to pump purchased water
through a dedicated 10 inch line to the FM 500 pump station in pressure plane one in order to blend well
and purchased water at the FM 500 pump station.

Pumps

The pumps which are currently installed at the New Stingy Lane Pump Station are 25 14P pumps, sized at
150 gpm and 250 feet of Total Dynamic Head. These pumps are PACO Vertical, In Line pumps.
According to NSSWSC personnel, these pumps have been turned off and the station has been out of
service due to excessive cavitation occurring when the pumps are o °ng. It is suspected that these
pumps are operating significantly outside of their design point.

Due to the fact that the New Stingy Lane Pump Station is a transfer station and pumps only to another
ground storage tank, computer hydraulic models are not required to verify the design point for the pump.
Therefore, calculations were reran on this pump and a 150 gpm pump was found to require only 165 feet
of Total Dynamic Head thus confirming that the pumps were operating at the far end of the curve. The
pump curve with the original design point and actual operating point is included.

In order to remedy this situation the pump must either be replaced or the current configuration modified
in some way to force the pump to operate back at the original design point. Several solutions exist for
this problem and are outlined below.

A) Rep lace Pumus- The current 25 HP pumps could be replaced with a smaller pump which would
operate at the lower head range. Based on a search of PACO pump curves as well as
conversations with vendors, a 10 HP Vertical In Line pump could be used. Lowering the
horsepower could save the WSC energy cost, however the capital cost to replace the pumps
would be between $20,000 and $30,000.

B) C Re Current Pump Impeller -This option includes using the existing pumps but having a
pump contractor change the impellers which would allow the pump to reduce its operating point
and power requirement. The current pumps have an 8.30 inch impeller. If a 7.50 inch impeller

was installed as shown on the pump curve in the attachments the pump could run much closer to
the center of the curve or Best Operating Point. Due to the horse power reduction this would
reduce electricity cost and be a more cost effective option. This project is expected to run
between $5,000 and $8,000.

C) Install Orifice Plato. This option consist of leaving the existing pump as is and utilizing an
orifice plate on the discharge side of the pump to create a false head in order to push the operating
point back to its original design. The orifice plate would consist of a plate which would fit
between two flanges with a small hole in this center. The constriction created by the hole would
cause an increase in head and thus create the operating point desired. While the least expensive
option, this option does not save the district any energy cost due to the fact that the pump will
operate at the original 25 HP. The plate would also have to be changed periodically due to wear.
Cost for this option could run between $500 and $1,000.
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It is recommended that with either solution B or C that the pump vendor be retained to examine and
service the existing pumps. The cavitation could have caused damage to the pump seals, rings, and
shaft which would need to be addressed. This item is not included within the cost above.

Valves

The solution to this problem is to repair the valves by replacing the worn bronze seats with new stainless
steel seats. Other components such as the diaphragms and discs in the valves would also be replaced due
to the wear from the seat damage. A CIa Val Technical Sheet which shows a disassembled view of the
valve is included in the attachments. A quote was submitted by Flowtech to repair both valves at the New
Stingy Lane Pump Station as well as the FM 500 pump station which is also experiencing the same
problem with its valves. The quote is included in the attachments and is $4,292.00.

OLD STINGY LANE PUMP STATION

The Old Stingy Lane Pump Station was constructed in 1991 and consists of a 50,000 gallon ground
storage tank as well as two 130 gpm pumps. This pump station serves the 170 customers in pressure
plane number 2 and pumps to distribution as well as filling the Shaw Bend Standpipe. As shown in Table
two, based on the required 2 gpm per connection of pumping capacity the pump station only has 260 gpm
of combined capacity and should have 340 gpm of capacity. These pumps need to be upsix.ed in order to
meet the minimum system requirements. In order to size the head requirements for this pump more
extensive hydraulic modeling must be done due to the downstream configuration of the distribution
system. Therefore, it is recommended that further design be conducted in order to find the proper
replacement pump for this site. It is estimated that the cost for the construction alone for this project
would be approximately $30,000 to $40,000. This does not include engineering for the pump
replacement.

FM 300 PUMP STATION

The New FM 500 Pump Station was constructed in 2013 and consists of a 20,000 gallon ground storage
tank as well as two 86 gpm pumps, and a 4,000 gallon pressure tank. This pump station serves the 127
customers in pressure plane number one and pumps to distribution. As shown in Table two, based on the
required 2 m per connection of pumping capacity the pump station only has 160 gpm of combined
capacity and should have 254 gpm of capacity. These pumps need to be upsized in order to meet the
minimum system requirements. The current 10 I II' pump may have to be upsized to a 15 HP pump which
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would increase operating cost slightly. It is estimated that the construction cost for this project would be
approximately $20,000 to $30,000. This does not include engineering for the pump replacement.

Dl^ENFECTION NEEDS AND PROCEDURES T THE STINGY LANE PLIMP ST.rITIONS

During a preliminary site visit the NSSWSC personnel expressed that the system was experiencing low
disinfection residuals in the outermost parts of pressure plane number two. Currently, the system is
allowing the residual sent from the City of San Saba to carry throughout the system without additional
boosting.

In order to provide a slight boost to the chlorine residual a liquid bleach system could be installed at the
Old Stingy Lane Pump Station. The advantage to utilizing liquid bleach instead of chlorine gas include
safety for operators as well as less regulatory requirements. In order to add a liquid bleach system at the
pump station a 75 gallon drum of chemical as well as a spill containment pallet would have to be
positioned inside the pump station. A small metering pump and calibration cylinder would be mounted
near the bottom, of the tank. An injection point would have to be installed preferably on the incoming fill
line to the ground storage tank. 'Ibis would allow the chemical to adequately mix prior to being sent into
distribution. The construction of this system is expected to run between $2,000 to $4,000.

ELEVATED STORAGE REQU7REMENTS

The TCFQ rules require each pressure plane to have a minimum of 100 gallons of elevated storage per
pressure plane. The roles allow for this requirement to be met by a pressure tank which provides up to 20
gallons of storage for each connection. Based on Table 2, the 4,000 gallon pressure tank in pressure plane
number one is more than adequate for the current 127 customers.

Pressure plane number two only has 7, 600 gallons of elevated storage, which comes from the 76,000
gallon Shaw Bend Standpipe. The reason for this is that the elevated storage volume in a pressure plane
is calculated 80 feet (35 psi) above the highest meter in that pressure plane. Based on information from
NSSWSC personnel as well as examination of google aerial photography, there is a customer located
directly adjacent to the standpipe at roughly the same ground elevation. The Shaw Bend Standpipe is
88.5 feet to the overflow which only allows for 8.5' of elevated volume 80 feet above the highest meter.
The approximate elevation of the standpipe and this residence is 1360.

According to NSSWSC personnel the highest meters in pressure plane 2 are located along CR 124 east of
the standpipe on a single 3 inch line. If these meters were removed the highest meter in pressure plane
two would be at elevation 1310. If this were the highest meter on the system the Shaw Bend Standpipe
would have approximately 49,489 amount of elevated storage. See Table 3 below.

Table 3- Pressure Plane 2 Elevates! Storage with Highest Meter at 1310

Volume Provided
Ground Elevation at Stand 's 1360
Highest Meter Elevation 1310
80' above hi est Meter Elevation 1390
Top of Standpipe 1448.5
Distance Eli 'ble as Elevated Storage 58.5 49,489 gallons
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This would be more than enough elevated storage volume for the requirements of pressure plane 2. The
volume provided at 49,489 gallons would be approximately 291 gallons per meter which would allow the
pumps at the Old Stingy Lane Pump station to have a 0.6 gpm per connection requirement. If the highest
meter at 1360 could be removed these pumps would comply based on the 200 gallons per connection of

elevated storage.

One way to accomplish this would be to provide a separate pressure plane number three for the 22 meters
along the three inch line along CR 124 east of the standpipe. A pressurization system consisting of a
pressure tank and pumping system sized to accommodate these meters could be added in the yard of the
standpipe. Construction cost for this project are expected to be between $25,000 and $35,000.

CONCLUSIONS AND RECOMMENDA17ONS

In conclusion, while, the NSSWSC is out of compliance in several areas there are options to bring the
system into compliance. It is recommended to follow through with the Flowtech valve repair and
stainless steel seat installation as soon as possible. It is also recommended to pursue the option of
impeller replacement for the Stingy Lane pump station.

Other than, the impeller and valve modifications it is recommended that all projects be engineered and
submitted to TCEQ for approval prior to installation. We would be happy to assist the Corporation with
these projects. We appreciate the opportunity to work with the North San Saba WSC in the generation of
this feasibility repori.

Respectfully Submitted,

James A. Phillips, P.E.

Jacob and Martin, LLC.

ATTAC NT5

A) SYSTEM MAP
B) 30 TAC 290,45 GENERAI. CAPACITY REQUIREMENTS FOR WATER SYSTEMS
C) NEW STINGY LANE PUMP CURVE
D) FLOWTECH QUOTE
E) CLA-VAL TECHNICAL SHEET
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UTiL1TY

REVkMM REOUMEMENT
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SALARIES 16,m go 13,272 20 3,316
CONRUCTLmm 60.0W w 52,800 20 13=

N8D7MTOAMPf' 0 a0 0 40 0
oft"Will 28.058 50 74,548 50 14,548

A'N4MMQBiANCE 30,051 so 15,026 s0 Man
Op"MEXPE"m 7®.260 20 2,052 so 8,206
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RATE CALCULATION

GALLONAGE CHARGE PROPOSED RATE
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North San Saba Water Supply Corporation
Directors Meeting
January 12, 2016

5:30 p.m.
Arrowhead Bank Board Room

The Board of Directors of the North San Saba Water Supply Corporation met in a Director's
Meeting, Tuesday, December 8, 2015 at the Arrowhead Bank Board Room.

Meeting called to order by Kathy Gage at 5:30 p.m.

Kim Sprouse read the Minutes from the last meeting. Motion was made by Roger
Whatley to approve, seconded by Kim Sprouse. Motion passed.

Kathy Gage read the Treasurer's Report. Motion was made by Kim Sprouse to approve,
seconded by Diane Wood. Motion passed.

Roger Whatley commented that Evaluation of the rate increase required no action at this
time. He suggested reviewing in 6 months. The impact of the rate increase with financials there
is not enough money for expenses so there was a rate increase. It is hard to know how the
demand will be affected. Motion was made by Roger Whatley to review and evaluate at the end
of June and compare 2015 to 2014. Trudy Gage said that the water system must be kept in tack.
Milton Gage said that he agreed it would be a good idea to wait 6 months to re-evaluate. Jim
Brozo seconded the motion. Motion passed.

Jim Brozo made the comment that at the age of 65 taxes were frozen. We may want to
consider fi-eezing the rate at age 65. Roger Whatley commented that nothing could be done about
that tonight. He also stated that for the benefit of those that were not here for the rate increase-
we did consider the impact it would have on some of our members. There are Texas State
Agency programs for those having trouble paying their utility bills.

Motion was made by Kim Sprouse to approve and pay the bills, seconded by Diane
Wood. Motion passed.

Roger Whatley addressed some of the concerns raised about NSSWSC expenses. Right
now we pay $400.00 per month for rent. A total of $4800.00 per year. Office space at Arrowhead
Bank would be $3000.00 per year but then we would have to buy a printer, copier, desk, chairs,
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file cabinets, a full time employee at $21,000.00 per year, benefits at $3000.00 per year. Net
proposal - savings -$8864.00 - estimate. Barbara Horn stated that we buy our own equipment
we wouldn't have to pay rent for them. Bill Hardy stated a 3 year lease.

Trudy Gage mentioned with the old operator, members were out of water a lot of times
for hours and hours.

Roger Whatley stated 80% more water than billing, today approx. 20%. 97,000 - not
billing, fines $30,000 TCEQ. $92,000 - 2010 - $ CPI - Consumer Price Index todays dollar
18.7% inflation so $92,000 from 2010 is $109,250 now.

Trudy Gage stated that we can't keep good help if we don't pay them.. Roger stated
doesn't feel unqualified to do this. Milton Gage stated the Board was doing an excellent job
tackling/ solving problems. He felt that the rate increase would not bankrupt anyone. He also felt
the operator was doing an excellent job. Would hate to see Will leave his job. Trudy Gage stated
the Will can't work for nothing.

Barbara Hom asked about work ethic or quality.
Linda Kelly answered lots of questions.
Bob Hardy asked about the water smelling.
Linda Kelly suggested that anyone could get a water filtration system that takes out

Radium - cost $1500 - $2000.

Roger Whatley mentioned 3 problems
1. Cavitation - pumps wearing themselves out
2. New pumps - Engineered - 2 options - one is more expensive than the other
3. Shaw Bend elevated storage - TCEQ

Restrictor plate - fabricated, bored holes 1.15" hole - bolt $60.00 for $340.00 cost of
other plate.

Motion was made by Roger Whatley to adjourn, seconded by Diane Wood.

Meeting adjourned at 6:51 p.m.



STATE OF TEXAS §

§
COUNTY OF SAN SABA §

AFFIDAVIT OF KATHERINE GAGE

BEFORE ME, the undersigned authority, on this day personally appeared Katherine Gage,

who, having been placed under oath by me, did depose as follows:

I. "My name is Katherine Gage. I am of sound mind and capable of making this
affidavit. The facts stated herein are true and correct based upon my personal
knowledge.

SUBSCRIBED AND SWORN TO BEFORE ME by the said Katherine Gage this 30th day
of March 2016.

; ^'+^•; LEARY M. PIERCE
My Notary ID 1t 13039M3

Expires October 5, 2019



North San Saba Water Supply Corporation
P.O. Box 598

San Saba, Texas 76877
325-372-5348

STAFF RI{I
NO. 1-4

State the revenue requirement for the test year (2014) to set the rates subject to this
appeal.

Reply: $355,347

Kathy Gage
President
North San Saha Water Sunniv Comaration
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Kevin Shahan, CPA
CERTIFIED PUBLIC ACCOUNTANT

1102 W. Wallace Street •San Saba, TX 76877
phone: (325) 372-4613 • fax: (206) 350-8240

epa@kevinshahati.com

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
North San Saba Water Supply Corporation
San Saba. Texas

Report on Me Financial Statensents

We have audited the accompanying financial statements of North San Saba Water Supply
Corporation (a nonprofit organi7ation), which comprise the statement of financial position as
December 31, 2014, and the related statements of activities and cash flows for the year then
ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statentents

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Aurlittar's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government A11(fifing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amount,,, and
disclosures in the financial statements. The procedures selected depend on the audrtor*s,ludgment.
including the assessment of the risks of material misstatement oftlte'financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the fin^ncial statements in order to
desi;n audit procedures that are appropriate in the circuanstances, but not for the purpose or
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, rNc
express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is suff icient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of North San Saba Water Supply Corporation as of December 31, 2014. and
the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Member American Institute of Certi,flerl Pta^tS^ iiv 666us Sr.+cie,^• of Certified PuhJic A ccnuntuatts
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Other Matters

Other hiformalion

Our audit was conducted for the purpose of farming an opinion on, the financial statements as a
whole. The accompanying schedule of expenditures of federal awards, as required by Office of
Management and Budget Circular A-133, Audits of States. Local <:,nvertrttrents, and Noll-Prrrfit
()rgcartiruaivras, is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of mana =c.rnent and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial

statetnents. The information has been subjected to the auditing procedures applied in the audit of
the financial statements and certain additional procedures, including comparing and reconciling
such informa.tion directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respectst in relation to the financial
statements as a whole.

Other Reporting Required by Government Auditing Slandardv

In accordance with Government Aztdrtiaa^,T Standarrls, we have also issued our report dated August
31, 2015, on our consideration of North San Saba Water Supply ^orporation's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations. contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial ^eporting and compliance and
the results of that testing, and not to provide an opinion on i*ernal control over financial
reporting or on compliance. That report is an integral part of an a4dit performed in accordance
with Government Auditing Standards in considering North San Saba Water Supply Corporation's
internal control over financial reporting and compliance.

!Texas
August 31, 2015

Lletlt6er A meric°att Institute caJ'C'erttftcd Pt^^ r^trr^ ^^rns SorPeo- of Certified P1c6tir Accountants
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NORTH SAN SABA WATER SUPPLY CORPORATION
Statement Qf Financial Position

ASSETS
Current Assets

Cash (Note 2)
Accounts receivable - trade, net of allowance for doubtful accounts of $3.6

Accounts receivable - Texas Water Development Board (TWaF3) (Note 3)

Total Current Assets

December 31, 20 1 .1

$ 220.677
27,893

222,881
471,451

Property and Equininent

Land 6,637

Buildings 1,021

Distribution system 3,6$1.373

Stand pipes 427.319

Wells and pumps 54007

Equipment 53,421

Total Property and Equipment 4,6885376

Less accumulated depreciation (1,214,353)

Total Property and Equipment, net (Note 3) 3,474.023)

TOTAL ASSETS $ 3,945.474

LIABILITIES
Current Liabilities

Accounts payable $ 17,176

Payroll tax payable 351

Short-term TCEQ payable 5.265

Construction project payable 356.884

Current portion of long-term debt (Note 4) 56,409

Total Current Liabilities 436.085

Long-term Debt

Note payable, net of current portion (Note 4) 831.335

TOTAL LIABILITIES 1,267,420

EM EItS' Ef, ►̂" l.JITY (Note 9) 107.350

NET ASSETS
Unrestricted 2,490,278

Temporarily Restricted (Note 10) 80,426

Permanently Restricted -

TOTAL NET ASSETS 2,570,704

TOTAL LIABILITIES, MEMBERS' EQUITY AND NET ASSET$ ^ 3,945.474

The uccom,punyfrr^,^ notes are an integra l part of t17^.^ fa»ancrcrl statements,
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NORTH SAN SA BA WATER SUPPLY CORPORATION

Statement nfActrviticjs Fbi• Mc.= Yew- Ejrrlcxl.Dccemcer 31, 20 1-!

SUPPORT AN D REVENUES

Water sales
"1'WDB Loan Forgiveness Income (Note 3)

Other income
Interest income

TOTAL SUPPORT AND REVENUES

EXPENSES

Temporarily

Unrestricted Restricted Festricted Total

$ 34$,040 $ $ $ 34$,040

2,134,813 2.134.813

7,760 7,760

32 8 40

355,832 2,134,821 2<49C1,653

Cost of water sold (Note 5) 219,074 219.074

Operating expenses (Note 6) 15 2,296 152.296

Interest expense (Note 4) 44,826 44.826

TOTAL EXPENSES 416,196 - - 416,196

TRANSFERS

Transfers in

Transfers out

(2,1 5,271) (2.145,271 )

2,145,271 1 2.145,271

TOTAL TRANSFERS

INCREASE (DECREASE) IN NET ASSETS

NET ASSETS AT BEGINNING OF YEAR

NET ASSETS AT END OF YEAR

2,1 45,271 (2,1 5.271) -

2,484,907 (10,450) - 2,074,457

512,721 90,876 603,597

$2,597,628 $ 80,426 $ - $2•6

The cjccantpaa^})ing notes are an integral 1)cri•t 00hzfinaitcicrl stutemerrJS.
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NORTH SAN SA BA WATER SUPPLY CORPORATION
Stutesrrc.}ttl of Cash Flows For the Year Etxlecl December- ,31, '{11-1

CASH FLOWS FROM OPERATING ACTIVITIES

Increase (decrease) in net assets $ 2,074,457

Adjustment to reconcile change in net assets

to net cash provided by operating activities:

Depreciation 138,98$

(Increase) decrease in operating assets

Accounts receivable 68,545

Increase (decrease) in operating liabilities

Accounts payable '56T 3`''

NET CASH PROVIDED BY (USEIN) OPERATING ACTIVITIES 2,638,3 i3)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of fixed assets (2.660,495)

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES (2,660,495)

CASH FLOWS FROM FINANCING ACTIVITES

Payments on Notes Payable (54,415)

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES (54,415)

NET INCREASE (DECREASE) IN CASH (7/6.597)

CASH AT BEGINNING OF YEAR 297-274

CAS H AT END OF YEAR $ 220,677

Supplemental information
interest expense paid $ 44,826

Income tax paid -

The accompanying notes are an integral pcra^t c!j 11tefirtuttcicid ,statements.
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NORTH SAN SABA WATER SUPPLY CORPORATION
Notes to Frrtrrncial <Stcaterrre'rts For the vecrr• c.xrictc.^ct.I3ec•enihc=r 31, 2014

NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies of the Clrgani7ation are as follows:

Organization and Tax Exempt Status

The Organization is a not-for-profit corporation organized ultder Article 1434a of the Revised
Civil Statutes of Texas and is exempt from federal income tax under Section 501(c)(12) of the
Internal Revenue Code. The Organization, originally formed; in 1970, completed the drilling of
a water well in 1971 into the Hickory Aquifer, which now furpishes the water supply to the rural
area north of the City of San Saba, Texas.

Method of Accounting

The Organization prepares its financial statements using the accrual basis nf accounting. 1°he
accrual basis of accounting is where revenues are recognized when earned and expenses are
recognized when incurred. This basis of accounting conforn^s to generally accepted accounting
principles.

Financial Statement Presentation

The financial statements of the Organization have been prepared on the accrual basis of
accounting in conformity with generally accepted accounting principles. The Organization
reports total assets, liabilities, and net assets in a statement of financial position: reports tile
change in net assets in a statement of activities; and reports the sources and uses of cash and
cash equivalents in a statement of cash flows. The Organization also reports net assets and
revenues, gains, expenses, and losses as unrestricted, temporarily restricted, or permanently
restricted, based on the existence of or absence of donor-imposed restrictions. A description of
the three net asset categories follows:

Unrestricted - Net assets that are not subject to: donor-irnposed restrictions.
Unrestricted net assets may be designated for specific purposes by action of the Board.

Temporarily Restricted - Net assets whose use by the Organization is subject to
donor-imposed and/or loan agreement restrictions that can be fidlfilled by actions of
the Organization pursuant to those restrictions.

Permanently Restricted - Net assets subject to donor-imposed restrictions that theti be
maintained permanently by the tJrganization.

Expenses are generally reported as decreases in unrestricted I net assets. Expirations of donor-
imposed restrictions that simultaneously increase one class df net assets and decrease another
are reported as a reclassification between the applicable classes of net assets.

Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could Ater from those estimates,
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NORTH SAN SABA WATER SUPPLY CORPORATION
Notes to Financial Slrxtements For the year ended December 31, 201-t

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fixed Assets

Fixed assets are capitalized and stated at cost. Depreciation and amortization of property is
computed by the straight-line method over their estimated useful lives as follows:

Years
Distribution System 10-40
Wells and Pumps 5-40
Stand Pipes 10-40
Office Equipment 5
Machinery and Equipment 7-10

Allowance for Doubtful Accounts

The Organization uses the allowance method to account for, uncollectible accounts receivable.
Members are billed for water consumption on the 28`h day of the month and are expected to pay
their bill by the 15`,' of the following month. If payment is not made by this date, the receivable
is considered past due and a notice of discontinuance of service is issued. If payment is stil I not
made by the 28"' of the month, the Organization may discontinue water service without notice.
The General Manager will continue to try and collect overdue balances until all options have
been eliminated. If no receipt is made on the customer's account. it will be charged off.

NOTE 2: CASH AND CASH EQUIVALENTS

"t'he. Organization defines cash equivalents as all highly liquid debt instruments purchased with a
maturity of three months or less plus all certificates of deposit. Cash consists of a non-interest
bearing account with a balance at December 31, 2014, of ^138,841, in addition to $81,836 in
interest bearing reserve accounts, $80,426 of which is restricted as to use. The use o, f the reserve
funds is restricted under the terms of the loan agreements w th the USDA and the Texas Water
Development Board and is required to be kept in separate accounts from the Ort;anization's
operating account.

NOTE 3: PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consists of tile following:

Land $ 6,637
Water distribution system 4,627,297
Equipment 53,421
Buildings 1,021

4,688,376
Less: Accumulated depreciation (1,214.353)

Net property, plant and equipment $3,;,474,023

Depreciation charged to operations for the year ended December 31, 2014, is $138,988. I'lle
depreciation policies followed by the Organization are described in Note 1. The property, plant
and equipment has been pledged as security for the note payable to the USD11.
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NORTH SAN SABA WATER SUPPLY CORPORATION
Notes to Financial Statements For the year ended December 31, 211.14

^NOTE 3: PROPERTY, PLANT AND EQUIPMENT (CONTINUED I)

In December 2013, the Texas Water Development Board (TWDB) awarded a$2.503,816 loan
to the Organization and further agreed that $2,168,816 would be forgiven. The Federal Award
was provided by the U.S. Environmental Protection Agency and was passed through the
TWDB's Drinking Water State Revolving Fund (CFDA 66.^68). 1 he Organization used these
funds for new construction and improvements to the water distribution system, storage tanks.
and two new pump stations. Construction was completed in September 2014 and :ix222.881 of
the loan forgiveness had not been received as of December 31, 2014.

NOTE 4: NOTES PAYABLE

The long-term notes payable are as follows:

$3 10,000 Note to the Texas Water Development
Board at 4.07% for 10 years. The note is payable
in 120 monthly required installments of $3,222,
matures January 2022, and is secured by the
revenues generated by the water system. $ 229,256

$335,000 Note to Texas Water Development Board
at a variable rate between 0.28°fo and 5.79% for 30
years. Matures on December 10, 2043, and includes'
variable monthly installments between $2,378 and

°$1.843.41. Secured by a pledge of revenues of tile
water system. $ 328.500

$650,000 Note to the USDA at 5% for 40 years.
The note matures on September 23, 2031, has
monthly required installments of $3,140,
and is secured by the water system. ^ 329,988

TOTAL $ M7,.-74A

The future minimum principle payments on the long-term nates are:

2015 56,409

2016 58,595
2017 60,981
2018 63,596

2019 66,437
2020 -2024 262,918
2025 -2029 100,908
2030- 2034 59,200
2035 -2039 78.300
2040 -2043 80,400

$ -W 744-

Interest expense on long-term debt for the year ended December 31, 2014 was $44,826.
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NORTH SAN SABA WATER SUPPLY CORPORATION
Notes to Firacrrzc°rulStcatc.^rarerrts Por° the vear ended December 31, 2014

NOTE 5: COST OF WATER SOLD

The cost of water sold consists of the following:

Water purchased ^ 61,475

Utilities 29,096

Depreciation -- Wells and Pumps 14,697

Depreciation Distribution system 104,045

Depreciation - Stand Pipes 2362_

Total cost of water sold $ 219^^i_4

NOTE 6: OPERATING EXPENSES

Operating expenses consist of the following:

Repairs and supplies, water system $ 30>05I

Insurance 5,914

State testing and regulatory fees 5.467

Postage and delivery 2.316

Payroll and related 16,590

Contract labor 66,000

Depreciation 10,484

Legal and Professional 4,680

Office expenses J,793

Rent 6,467

Miscellaneous j 534

Total Operating Expenses $ --1.5.21 296.-

NOTE 7: ECONOMIC DEPENDENCY

North San Saba Water Supply Corporation provides water to the rural area north of the City of

San Saba, Texas. The Organization is dependent upon the people in this area to acquire water
meters and purchase their water from the Organization.

NOTE 8: CONCENTRATION OF CREDIT RISK

The Organization's bank deposits did not at any time exceed the federally insured limits. Thc
organization periodically evaluates the FDIC coverage of itj bank deposits.

NOTE 9: MEMBER'S EQUITY

The Organization currently requires members to pay a $750 capital contribution fee and a$tt10
membership fee. The membership fee must be paid before membership is extended and service

is provided.
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NORTH SAN SABA WATER SUPPLY CORPORATION
Notes to Financial Statements For the vem• enclc=d December 31, 2()14

NOTE 10: RESTRICTIONS ON NET ASSETS

Temporary restrictions on net assets at the end of 20 14 are related to two reserve funds held at
City National Bank in San Saba, Texas. The USDA r serve: restriction of $37,680 is a
requirement related to a USDA note agreement and the TWD13 reserve restriction of $42.746 i5 a
requirement related to two separate loan agreements, whe eby one full year of payments is
required to be held in reserve. The restrictions will be remo ^ed when the USDA note is paid in
full and when the TWDB loans are paid in full.

NOTE 11: OTHER EVENTS

The drinking water supplied by the Organization is regal, ted by the Texas Commission on

Environmental Quality (TCEQ). They have determined fluh t certain water quality issues exist
whereby the Organization's water treatment and operation are deficient due to its failure to

comply w ith the maximum contaminant level requirein4 tit for radionuclides, specilicall}
Ftadiunt-226 and Radium-228 levels in the water, in addition to gross alpha and chloride levels.
The TCEQ continues to work with the Organization in reachr 3g a solution to this matter that will
reduce or eliminate the potential threat to public health. ,,lternatives include additional well
drilling into different aquifers, obtaining water from other water supply facilities, and?car treating
the current water supplied by the Organization.

NOTE 12: SUBSEQUENT EVENTS

Subsequent events have been evaluated and reviewed by management through the financial

statement issuance date of August 31, 2015.

The Board of Directors entered into a loan agreement on May 15, 2015. with Nelson Lewis.. Inc.
a construction company in the amount of $70,4(}0 at an irjterest rate of 4.0%. with monthly
payments of $2,066.68 over a terin of 36 months. The ioan was related to construction costs
incurred by the Organization related to the TWDB distribution systenn projcct.
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Kevin an, CPA
CERTIFIED PUBLIC ACC'®IIIVTAN,

1102 W . Wallace Street - San Saba, TX
phone: (325) 372-4613 • fax: (206) 350-

cpa@.kevinsitahan.com

INDEPENDENT AUDITOR'S REPORT ON INTERN^L CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERMENT AUDITING STANDARDS

To the Board of Directors of
North San Saba Water Supply Corporation
San Saba, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in GtrvG1 rurae,at , 3arditir^^= Stulicdcrt c15,
issued by the Comptroller General of the United States, the financial statements of North San Saba
Water Supply Corporation (a nonprofit organization), which comprise the statement of financial
position as of December 31, 2€114, and the related statements of activities and cash flows for the year
then ended, and the related notes to the financial statements, and have issued our report thereon dated
August 31, 2015.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we coosidered North San Saba Water
Supply Corporation's internal control over financial reporting (internal !control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opiniort on the effectiveness of North
San Saba Water Supply Corporation's internal control. Accordingly, we do not express an opinion on
the effectiveness of the Organization's internal control.

A deficiency in internal control exists when the design or operatioi of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct, misstatements on a timely basis. A material 'weakness is a deficiency. or
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented or detected and
corrected on a timely basis. A significant dejiciearcy is a deficiency, or a combination of deficiencies.
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charge with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in nternal control that might be
material weaknesses or significant deficiencies and therefore, ntateI ial weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be rnaterial weaknesses, We did
identify certain deficiencies in internal control. described in the accoritpanying schedule of findings
and questioned costs that we consider to be significant deficiencies. gee reference number ° Hnding
2014-01 ".

Member American Institute of Certified t Public Accountants and Texas Sncie^f of Certified Public Acc•vuntranls
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Compliance and Other ,Matters

As part of obtaining reasonable assurance about whether North San Saba Water Supply Corporation's
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agree€nerjts, noncompliance with which
could have a direct and material effect on the determination of >f°inanciol statement amounts. I lowever,
providing an opinion on compliance with those provisions was not an objective of our audit and.
accordingly, we do not express such an opinion. The results of our tests disclosed instances of

noncompliance or other matters that are required to be reportin^ under Government Auditing

Standards and which are described in the accompanying schedule of findings and questioned costs a-s

item: "f°inding 2014-01 ".

North San Saba Water Su I Cor.oration's Res onse to Findin s

North San Saba Water Supply Corporation's response to the findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. North San Saba Water

Supply Corporation's response was not subjected to the auditing proccdures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and the results of that testing, and not to provide an opintion on the effectiveness of the
organization's internal control or on compliance. This report is an integral part of an audit perforaned

in accordance with Government Auditing Standards in considering the organization's internal control

and compliance. Accordingly, this communication is not suitable for any other purpose.

San Saba, 1`exas
August 31. 2015

Member rtrneric`rri Institute of Certified Public Accrtuntants and Te-vas Society af CPrtr,jiert Public Accvrarrtunis
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Schedule of Findings and Responses

Summary of Auditor's Results

the rear ended December 31, 2014

I. f"tnrlurt+ 201 d-t? 1:
Tlaere is an absence of appropriate segregation of duties in the accounting function consistent with

appropriate control objectives. The Bookkeeper opens the mail, prpares the billing, posts entries to the
accounting books, makes bank deposits, reconciles the bank statements, and prepares financial statements

for management. There is a great amount of trust placed in the Bookkeeper at the Organization by the

Board of Directors to not commit fraud or misconduct.

Person(s) Rgspotisible for Correction:
Board of Directors

Marta ferrrent Res arrse:
Management is presently considering both the cost and benefits of correcting this condition. l'lterc are
mitigating controls such as dual signatures on checks, (of which the Bookkeeper is not an authori7ed
signer), in addition to monthly financial statement reviews by manapment regarding the operations of the
entity, which reduces the potential for fraud and/or misconduct.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE

REQUIRED BY OMB CIRCULAR .4-133

To the Board of Directors of
North San Saba Water Supply Corporation

Report on Compliance for Each Major Federal Programs

We have audited North San Saba Water Supply Corporation's compliance A ith the types of compliance

requirements described in the OMB Circular .4-133 Compliance Supplement that could have a direct and

material effect on each of North San Saba Water Supply Corporatiort's major federal programs for the
year ended December 31, 2014. North San Saba Water Supply Corporation's major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of findings and

questioned costs.

ttncxgetrzerrf's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and

grants applicable to its federal programs.

Auditor's Responsibilio,

our responsibility is to express an opinion on compliance for each of North San Saba Water Supply
Corporation's major federal programs based on our audit of the types o compliance requirements referred

to above. We conducted our audit of compliance in accordance ith auditing standards generally
accepted in the United States of America; the standards applicabl to financial audits contained in

Government Auditing Starrrlards, issued by the Comptroller Genera of the United States; and OMB

Circular A- 133, Audits of States°, Local Governments, and Non-Prrs/^ (?tganrrations. Those standards

and OMB Circular A-133 require that we plan and perform the audit to^obtain reasonable assurance about
whether noncompliance with the types of compliance requirements r ferred to above that could have a
direct and material effect on a major federal program occurred, An t udHt includes examining, on a test
basis, evidence about North San Saba Water Supply Corporation's c mpliance with those requirement.-,
and performing such other procedures as we considered necessary in th circumstances.

We believe that our audit provides a reasonable basis for our opini n on compliance for each major
federal program. However, our audit does not provide a legal deteri ination of North San Saba Water

Supply Corporation's compliance. ^

Opinion on Each Major Federai Programs

In our opinion, North San Saba Water Supply Corporation complied; in all material respects, with the
types of compliance requirements referred to above that could have a c^irect and material effect on each of

its major federal programs for the year ended December 31, 2014.

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are descr ybed in the accompanying schedule
of findings and questioned costs as items 2014-0 1. Our opinion on each major federal program is not

rtTernher American lnstlterte of Certified 1'ublfcAccoruaturits and Texas Srark>tr qf Certified Public ACctdttntants
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modified with respect to these matters. North San Saba Water Supply Corporation's response to the
noncompliance findings identified in our audit is described in the accompanying schedule of findings and
questioned costs. North San Saba Water Supply Corporation's responset was not subjected to the auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control over Compliance

Management of North San Saba Water Supply Corporation is tcspoaYsib(e for establishing and
maintaining effective internal control over compliance with the types oCcompiiance requirements referred
to above. In planning and performing our audit of compliance, we c onsidered North San Saba Water
Supply Corporation's internal control over compliance with the types taf requirements that could ha%c a
direct and material effect on each major federal program to determine the auditing procedures that arc
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on t3 e effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of North San Saba
Water Supply Corporation's internal control over compliance.

A deficiency in internal control over compliance exists when the des gn or operation of a control over
compliance does not allow management or employees, in the normal c urse of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a ty p e of compliance requirement of a

federal program on a timely basis. Amatericxl weakness in internal control over compliance is a

deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timel^ basis. A significant ctcfJclcrar.-tl in

internal control over compliance is a deficiency, or a combination of d eficiencies, in internal control over

compliance with a type of compliance requirement of a federal progra m that is less severe than a material

weakness in internal control over compliance, yet important enough t merit attention by those charged

with governance.

Our consideration of internal control over compliance was for the li m ited purpose described in the first

paragraph of this section and was not designed to identify all de ciencies in internal control over
compliance that might be material weaknesses or significant dc ciencics and therefore, material
weaknesses or significant deficiencies may exist that were not ide tified. We did not identify any
deficiencies in internal control over compliance that we consider to be material `veaknesses. However, we

identified certain deficiencies in internal control over compliance, a^ described in the accompanying
schedule of findings and questioned costs as items 2014-01, whiqh we consider to be significant

deficiencies.

North San Saba Water Supply Corporation's response to the internal control over compliance findings
identified in our audit is described in the accompanying schedule of fiodings and questioned costs. North
San Saba Water Supply Corporation's response was not subjected to he auditing procedures applied in
the audit of compliance and, accordingly, we express no opinion on the,response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

VL--aba, Texas
August 31, 2015

Aiernbcr American Institute rrf'Cert#fted Public Accountants and Terns Scrcietv of Certified Public Accountants
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NORTH SAN SABA WATER SUPPLY CORPORATION
Schedule raf Etperu/itrtt°e.m qf F'ecfertel Awards For the Year Epuled December 31, 2014

Federal

Federal Grantor/Pass-Through CFDA Grant Award Federal

Grantor/Program Title Number Number Expenditures

U.S. ENVIRONMENTAL PROTECTION AGENCY

Pass-Through Awards:

Texas Water Development Board

Drinking Water State (tevolvi€ig Fund 66.468 L1000129 $ 65,782

Drinking Water State Revolving Fund 66.468 LF1000128 2,153,816

TOTAL U.S. ENVIRONMENTAL PROTECTION AGENCY $ 2,219,598

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 21219•59$

See accompanying notes to Schedule of Expenditures af Federal; Awards.

16
NSSWSC 000021

0000084



NORTH SAN SABA. WATER SUPPLY CORPORATION

Notes to Schedule csf Experrditure.s of Federal Awards

NOTE 1: GENERAL

The Schedule of Expenditures of Federal Awards presents the acitij

of North San Saba Water Supply Corporation. The Organization's i

of the financial statements. Federal financial assistance passed thrc

included on the Schedule of Expenditures of Federal Awards,

NOTE 2: BASIS OF ACCOUNTING

the Yc}vr l;rzelecf December 31, 21114

ity of all applicable federal awards

-porting entity is defined in Note I

agh governmental agencies Is

The Schedule of Expenditures of Federal Awards is prepared on the accrual basis of accounting. The

accrual basis of accounting is described in Note I of the financial Itennents.

NOTE 3: RELATIONSHIP TO BASIC FINANCIAL STATE^IENTS

Federal award expenditures agree or can be reconciled with the am unts reported in the Organization's

basic financial statements.

NOTE 4: RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Amounts reported in the acconipanying Schedule of Expenditures q i f Federal Awards are in agreement
with the amounts reported in the related federal financial reports fo^ the federal award programs.

17
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Schedule c#'Finclinc,Ts and Questioned Costs For

Section 1- Summary of Auditor's Results

Financial Statements

1. Type of auditor°s report issued:

2. Internal control over financial reporting:

a. Material weakness(cs) identified?

b. Significant deficiency{ies} identified not considered

to be material %veakness(es)?

C. Noncompliance material to the financial statements

noted'?

Federal Awards

1. Internal control over major programs:

a. Material weakness(es) identified?

b. Significant deficiency{ies} identified not considered

to be material weakness(es)?

2. Type ofauditor°s report issued on compliance

for major programs:

3. Any audit findings disclosed that are required to be reported

in accordance with Section 5 10{a} ofQMk3 Circular A-133?

4. Identification of ►najor programs:

Year Endeel December 31, 2014

Unmodified

No

Yes

No

No

No

Unmodified

No

CFDA Number (s Naine of Federal Program or Cluster

66.468 U.S. Environmental Protection Agency -Texas Water Dcvcls^pinent

Board - Drinking Water State R^volvinc; Fund

5. Dollar threshold used to distinguish between Type A

and Type B Programs: $300,000

6. Auditee qualified as low-risk auditee?

Section 11 - Financial Statement Findings

No

2{l 14-1 r#p/1rnj,)r°iate Segregation of Duties in the Accounting Fu^nvtion

Condition: In several financial areas of North San SahalWater Supply Corporation, including

administration of the Organization's federal avvar^ programs, the Organization lacks

appropriate segregation of duties. Segregation ofdutiel ii is based upon the principle that no one

18
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person should control all phases of a transaction without the interrelated functioning of some

other person(s), which affords a c}:eck, or test, of the accuracy of the transaction, Because of

the limited number of accounting personnel at the Or^anization. the desired segregation of
duties does not exist. There are inherent ineffictencleI r with full segregation of duties and

inherent risks with the lack of segregation of duties. '1°]te cost versus benefits for both should
be considered.

Criteria: North San Saba Water Supply Corporation shpuld maintain appropriate segregation

of duties in the accounting function to decrease the l^isk of fraud, and other inaccuracies

associated with one person handling the majority of th accounting functions that occur r.1tth
operating transactions.

Effect or Potential Effect: The lack of segregation o duties could lead to inaccuracies in
operations, reporting, and record keeping. The risk of fraud is also heightened in hLIC11
circumstances.

Recommendation: The Organization should continue to re-evaluate its segregation of duties

and when possible assign tasks to strengthen controls and reduce potential risks.

Management Res7wnse: We concur with the recommendation.

Section III - Federal Award Findings and Questioned Costs

Required to be reported by Section 510(a) of Circular A- 133 - None noted

Section IV -Prior Year Audit Findings

Audit Finding 2013-1 was issued in the prior year for the lack of segregation of duties very
similar to the findings noted above. The Organ izatpon's employees responsible for the

accounting function are limited in number, and therefore the desired level of segregation of
duties does not exist.

19.
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North San a Water Supply Corporation

Approved Annual Budget for 2014

Monthly Average Annual
Capital Fee 62.50 750.00
Interest 2.00 24.00
Late Fees 130.00 1,560.00
Membership Fee 62.50 750.00
Reconnects 10.00 120.00
Retum Check Fee 0.00 0.00
Wafer Sa les 28,483.00 341,796.00

Advertising 120.00
Annual meeting 700.00
Contract Labor 5,500.00 66,000.00
Fees 50.00 600.00
Inspection 150.00 1,800.00
Insurance Bond 150.00
insurance Other 6,000.00
Interest 3,667.00 44,004.00
Membership Dues (TRWA) 385.00 385.00
Office Su ( ies 200.00 2,400.00
Payroll Ex ense 1,620.00 19,440.00
Penalty - TCEQ 585.00 7,020.00
Postage 210.00 2,520.00
Professional Services 500.00 6,000.00
Post Office Box Rental 5.00 60.00
Safe De osik Box 1.00 12.00
Rental - Other (Office) 400.00 4,800.00
Repairs - Equipment 150.00 1,800.00
State Water Fee 1,800.00
Supplies - Parts - Water System 1,900.00 22,800.00
Bu (ies - Other (Cholorine) 180.00 2,160.00
Electrici 3,200.00 38,400.00
Telephone 170.00 2,040.00
Water Purchased 5,000.00 60,000.00
Water esting 300.00 3,600.00

Total Expenses 24 173-7 '?^^,^`? ^ ^^

A nroved:

Rrenlde17t

Secretary/Treasurer
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tVOrtn an :5apr."'^ water zju ! t,:0 ra[IOn

2014 Budget Actual 2014
Capital , Fee $ 750.00 $ 1,500.00
nterest $ 24.00 $ 39.82
Late Fees $ 1,560.00 $ 720.00
Membership Fee $ 750.00 $ 1,000.00
Reconnects $ 120.00 $ -
Return Check Fee $ - $ -
Expense Rebate $ - $ 165.00
Line Extension $ - $ 3,275.00
Income Ad'ustment $ - $ 1,200.29
Insurance Claim $ - $ 5,559,92
Construction Pro $ - <a 11 ;G

Water Sa les $ 341,796.00 $ 347,563.29
} in:Orn€^ ; , "' : w # 18

Advertising $ 120.00 $ -
Annual Meeting $ 700.00 $ 828.00
Bonus $ - $ 1,000.00
Construction Project $ - $ 2,205.29T86
Contract Labor $ 66,000.00 $ 66 ,000.00
Deposit $ 100,00
Expense Rebate $ - $ 8.00
Fees $ 600.00
ns ection $ 1,800.00
Insurance Bond $ 150.00 $ 131.25
Insurance Other $ 6,000.00 $ 5,783.00
Interest $ 44,004.00 $ 47,793.70
Labor $ - $ 1,445.00

Membership Dues (TRWA) $ 385.00 $ 385.00
Office Su pp lies $ 2,400.00 $ 885.59
Office Expenses $ 695.46
Payroll Expense $ 19,440.00 $ 19,577.70
Penalty-- TGEQ $ 7,020.00 $ 7,020.00
Postage $ 2,520.00 $ 2,316.48
Professional Services $ 6,000.00 $ 17,980.00
Reconciliation Discrepancies $ - $ 585.66
Refund $ - $ 501.45
Post Office Box Rental $ 60.00 $ 60.00
Safety Deposit Box Rental $ 12.00 $ 12.00
Rental - Office $ 4,800,00 $ 4,800.00
Rental - Chlorine Cyclinder $ - $ 1,449.87
Rental - Other $ - $ 145.00
Repairs - Equipment $ 1,800.00 $ 4,262.24
State Water Fee $ 1,800.00 $ 2,340.29
Supplies - Parts - Water System $ 22,800.00

Equipment $ 5,687.32
Fence $ 1,750.31
Parts $ 25,135.35
Other $ 1,840.25

Supplies - Other (Cholorine) $ 2,160.00 $ 847.90
Electrici $ 38,400.00 $ 27,027.96
Te lephone $ 2,040.00 $ 1,975.47
Water Ana! er $ - $ 839.89
Water Line Extension $ - $ 29,152.00
Water Purchased $ 60,000.00 $ 57,246.84
Water Testing $ 1,699.13

T^t,91 Expenses $ 204
"
61 . '"2,545,585.97

vage 1 or /-
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North San Saba Water Supply Corporation Page 2 of 2

Notes - Budget vs. Actual

Actual
Less Construction Project

Budget
Actual

$ 2,566,621.18
$ 1, 7,861

$ 361,023.32

$ 346,000.00
^

^

C i .can Project
Nelson Lewis Sealy Engineering
$ 67,850.00 Professional Serv.
$ (23,000.00) $ 15,500.00
$ 364,349.76 $ 13,000.00
$ 241,839.09 $ 10,500.00
$ 546,018.08 $ 16,000.00
$ 446,915.80 $ 18,200.00
$ 270,469.52
$ 218,655.61
;g 2.133.091 86 ^ 73,200M

$ 2,133,097.86
$ 73,200.00
^ 2,206,297.86 Totai Const, Pr^J

Actual $ 2,545,585.97
Less Construction Project $ .;,:.

$ 339,288,11

Budget $ 294,611.00
Actual 339 288V 111

NSSWSC
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Kxvin Shahan, CPA
Member Texas

Society of Cerblied
Public Acowntants

Date: January 31, 2014

INVO ICE

Payrotl Services Provided for :

North San Saba Water Supply Corp., Pt? Box 598, San Saba, TX 75877

Invoic Na. 4408

Date Description of services Amount

1/20/2014 Payroll services, quarterly filing of Form 941 and't'WC Report $ 60.00

-4Q2013

1/20/2014 Preparation of Forms 1099

Please make your check payable to "Kevin Shahan, CPA".

Thank you for your business and we look forward to continuing

to provide you with quality accounting and audit services in the future.

Signed:

40.00

TOTAL $ 100-00

Shahan, CPA
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Kevin
,

Shahan , CPA
Member Texas

Society of Certified
Public Acmuntants

Date: July 5, 2014

INVOICE

Payroll Services Provided for :

North Son Saba Water Supply Corp., PO Box 598, San Saba, TX 76877

Date Description of services

71512014 Annual financial staLement audit and federal tax

return preparation - Form 990

Invoice No. 5108

Amount

$4,400.00

TOTAL $ 4,400.00

Signed:
in Shahan, CPA
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Date: July 16, 2014

INVO ICE

Payroll Services Provided for :

North Son Saba Water Supply Corp., PO Box 598, San Saba, 7Jt 76877

invoice No. 5148

Date Description of services Amount

7/8/2014 Payroll services: quarterly filing of Form 941 and TWC Report $ 60.00

-2Q2014

L

!!!

Please make your check payable to "Kevin Shahan, CPA".
Thank you for your business and we look forward to continuing

to provide you with quality accounting and audit services in the future.

NOTE: After 30 days, all unpaid accounts may be charged a late fee of $15.00,

and all unpaid balances will start accruing interest at the rate of 1.5% per month
(18% per year).

TOTAL $ 60.00

Signed:
it

NSSWSC 000164
0000094



Kevin Shahan , CPA
Member Texas

Society of Cedified
Public Accountants

Date: October 16, 2014

INVOICE

Payroll Services Provided for :
North San Saba Water Supply Corp., P0 Box 598, Son Saba, TX 76877

Date Description of services Amount

10/16/2014 Payroll services: quarterly filing of Form 941 and TWC Report $ 50.00
- 3Q 2014

Please make your check payable to "Kevin Shahan, CPA".
Thank you for your business and we look forward co continuing

to provide you with quality accounting and audit services in the future.

NOTE: After 30 days, all unpaid accounts may be charged a late fee or $15-00,
and all unpaid balances will start accruing interest at the rate of 1.5%t7 per month

(18% per year).

Signed:

Shahan, CPA

Invoice No. 5263

TOTAL $ 60.00
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North San Saba. Water Supply Corporation
P.P. O. Box 598

San Saba, Texas 76877
325-372-5348

STAFF RFI
NO. 1-19

Provide all Documents that support known and measurable changes from the test year.

Reply:

North San Saba Water Supply Corporation (NSSWSC) has been in non-compliance with
several of the Texas Commission on Environmental Quality (TCEQ) regulations since
2011.

To bring our system into compliance NSSWSC was able to secure two (2) loans from
Texas Water Development Board (TWDB) and Rinds from one (1) loan that was forgiven
by TWDB for a "construction project" to make the improvements.

The first loan was in the amount of $310,000 (loan # L 110054) on January 12, 2012 with
a term of ten (10) years. The payments began on February 1, 2012 in the amount of
$3,222.08.

The second loan was in the amount of $335,000 (loan # L 1000129) on November 21,
2013 with a term of thirty (30) years. The payments began on January 1, 2014. The
payment amount fluctuates each month there was fluctuation of $469.71 from the first to
the second payment; but there have only been pennies difference between each following
monthly payment. The total monthly payments in 2014 were $23,367.54; averaging a
$1,947.29 payment per month. In addition the monthly loan payment NSSWSC was
required to set up a reserve account in the amount of $20,400. This is being paid in sixty
(60) equal monthly payments of $340.00. Payments began January 1, 2014.

The loan forgiveness (loan forgiveness # LF 100128) was in the amount of $2,168,816.
The loan forgiveness funds were combined with the $335,000 loan for a total of
$2,503,816. Unfortunately the total cost of the "construction project" was $2,610,274
leaving a balance of $106,458 payable to the general contractor, Nelson Lewis, Inc.
NSSWSC was able to negotiate a reduction of the balance to $100,000 provided that
NSSWSC make a cash down payment of $30,000 and sign a three (3) note for $70,000 at
an interest rate of four percent (4%). The down payment and first monthly payment of
$2066.68 were made May 12, 2015.

NSSWSC 000222
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STAFF RFI
No. 1-19

Page 2

NSSWSC's long term debt increased by $405,000 in 2014 (test year) and 2015 with
monthly payments totaling $4,353.97.

In addition to increased long term debt, in mid 2015 it was discovered that some of the
equipment installed during the construction project was not performing properly. We
have incurred additional costs of approximately $5,000 for engineering and will need to
spend approximately $60,000 minimum to correct the issues.

Due to the increased loan payments and need to correct equipment issues the Board of
Directors began its review of our rates in July, 2015.

Kathy

^.-

Gage
President
North San Saba Water Supply Corporation
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TARIFF

NORTH SAN SABA WATER SUPPLY CORPORATION

P.O. BOX 598

SAN SABA, TEXAS 76877

CCN: 11227 --------------------TL3H 9 2060003

REVISIONS:

July 1978; March 1982; February 1983; September 1985; May-June 1988;
December 1991 ^ June 1992; October 1992; September 1993;

November 1993; January 1994; June 2006; August 2008;
October 2009; March, 2014, September, 2015

Submitted to TCEQ:

February 13, 1990; December 15. 1992; January 17, 1994
June 2006; August 2008; November 2009, April 2014

Submitted to Public Utility Commission

October 22, 2015 ( effective 9-15-15)
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