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                             Telephone 1-972-843-2101         P.O. Box 188 
              Lavon, Texas 75166  
 
 
 
Date:   January 14, 2020 Time:7:05PM 
 
 

 
MINUTES OF SPECIAL BOARD MEETING 

 
Call to order by:   President Herman Stork  
  
Directors Present:    Herman Stork, Bryan Block, Leticia Harrison, Robert Haynes, 

Chris Elder, Deborah Fato, Colby McClendon 
 
Directors Absent:  None 
 
Public Comment:   None 
 
Regular Agenda Items:   
 
A. Execute Oath of Office of Director:  Director C. McClendon took Oath of Office of 

Directors.   
 
B. Discuss and Act Upon Water Rate Study Performed by Expergy:  Jay Joyce, Expergy, 

presented the Bear Creek SUD Water Rate Study.  Mr. Joyce stated that he owned his own 
company and that he had testified at the Public Utility Commission and had been performing 
rate studies for thirty years.  Attorney, John Carlton, was present to assist Mr. Joyce with the 
presentation of the rate study as it pertains to the pending Rate Appeal at the Public Utility 
Commission of Texas filed by the Bear Creek SUD ratepayers.  Mr. Joyce stated that he 
would explain how water rates are developed, present the water rate study for Bear Creek 
SUD and respond to applicable questions from the pending Rate Appeal.  Mr. Joyce provided 
the overview of water ratemaking – components of a rate study as Revenue Requirements 
(costs); Revenues at Current (Appealed) Rates, Under-recovery or over-recovery, and rate 
design.   

 
There are two categories of Revenue Requirements (Costs):  Operations and Maintenance 
Expenses and Debt Service for capital costs financed with loans.  Of the total operations and 
maintenance expenses; 31% - water purchases; 23% - labor and labor related expenses; 4% 
- utilities; 6% - repair and maintenance; 9% - insurance; 10% - professional services; 10% - 
materials and supplies and 7% - other operating costs.   
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Questions that were asked by Ratepayers on the Rate Appeal were:  Are salaries reasonable.  
Yes, Bear Creek SUD salaries were reasonable when compared to Texas wide salaries and 
Nation-wide salaries.  Are staffing levels reasonable? Yes, staffing levels were reasonable.   
 
Revenue Requirements (costs) – Debt Service:  Bear Creek SUD has debt service for three 
loans for 2020 in the amount of $700,559.00.   
 
Questions on Capital Costs from Rate Appeal:  How does the District get rid of excess 
equipment:  Excess equipment is disposed of by a Board approved policy that a minimum of 
three bids is received, then equipment is sold to the highest bidder. 
 
Revenue at current (appealed) rates: base revenues (minimum monthly bill based on meter 
size); volumetric revenues (inverted block rate structure); volume rate increases as usage 
increases; promotes conservation, which the Public Utility Commission is in favor of; and 
miscellaneous revenues.  Director Fato asked how does deposits fit into revenues.  Attorney, 
John Carlton, stated that deposits don’t count because they cannot be used for revenue. 
 
Of revenues projected for 2020, the minimum base rate for ¾” meters is 96% of the 
revenues.  
 
Question asked by the Ratepayers was how does Bear Creek SUD compare to other utilities 
on the minimum monthly base rate?  Bear Creek SUD is 11th of the 16 compared against.  
Director Fato requested a comparison based on the number of connections for each utility.  
Of the volume revenue, Mr. Joyce stated that the data that was provided to him was 
extremely accurate and very easy to use.  The 0-5,000 gallons used was the largest block of 
revenue.  Attorney Carlton stated that Bear Creek SUD should be cognizant of what type of 
user is coming into the community and how does the Board plan for that.  Mr. Joyce stated 
that he could project what the base rate would be in ten years. 
 
How does the District’s monthly residential bill compare to the monthly residential bill of 
other utilities?  On the 0-5,000 gallon usage, Bear Creek SUD is 11th of 16 in comparison.  
In the 11,000 gallon usage, Bear Creek SUD is 9th of 16.  The base rate is a way to stabilize 
revenue. 
 
How does the District handle customer deposits?  Mr. Joyce explained about deposits and 
stated that it was all above board.  The District requires home owners to pay a $200.00 
deposit and tenants to pay a $250.00 deposit.  After disconnection of service, the District 
shall refund the service applicant’s or customer’s deposit, if any, in excess of the unpaid bills 
for service furnished.  The balance of the Deposit will be paid to the customer within 45 days 
provided the customer has given the District written notice of a forwarding address.  All 
requests for Deposit refunds shall be made in writing and must be delivered to the District 
within 90 days of termination of service.  Director Fato stated that there were two customers 
that had contacted Director Fato and stated that they had spoken to General Manager, C. 
Reagan, and that they were told they did not have a deposit and were not refunded a deposit 
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when they should have.  Director Fato stated that the two customers were Donna Cole and 
Teresa Ahrens.  Director Fato stated that she wanted to know how their deposit was handled 
for these two customers and why their deposits were not refunded.  Director Fato stated that 
she trusted these two customers and trusted that they were telling her the truth.  General 
Manager, C. Reagan, stated she would look at both customer’s account and report back. 
 
Mr. Joyce reported that there is less than 1% excess of revenues vs. costs.  At this point, Bear 
Creek SUD is only breaking even. 
 
Mr. Joyce stated that a list of projects could be developed from the Bear Creek SUD Master 
Plan and determine what projects could be funded out of the rates and identified. 
 
Director Fato wanted to know what happened to the $1.5M from the FY2017 and FY2018 
audit.  President Stork stated that Bear Creek SUD did not make $1.5M in FY2017 and 
FY2018.  Attorney Carlton stated that he was looking at the FY2018 audit that is on the Bear 
Creek SUD web site and that there was not a cash position in that amount for FY2018. 
 
Mr. Joyce and Attorney Carlton stated that the rate study could be presented to the 
customers at a future town hall meeting.   
 
Director Fato stated that she wanted a break-down of what the $35.00 minimum monthly 
base rate was used for.  Attorney Carlton stated that the $35.00 is for operations and 
maintenance.  The $35.00 base rate pays for all costs associated with providing clean water 
to each customer.  
 
Mr. Joyce stated that he could roll out to ratepayers at the town hall meeting generally how 
utilities function.  He can describe fixed costs vs. variable costs. 

 
 
Adjournment at 8:45PM: 
 
 
 
_______________________________ ______________________________ 
Herman Stork, President Bryan Block, Vice President  
 
 
 
_______________________________ 
Camille Reagan, Recorder 


