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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name and business address. 

My name is Stacey Harden. My business address is 1500 SW Arrowhead Road, Topeka, 

Kansas, 66604. 

Did you previously file testimony in this proceeding? 

Yes. On January 17, 2014, I filed Direct Testimony on behalf of the Citizens' Utility 

Ratepayer Board ("CURB"). 

What is the purpose of your Responsive Testimony? 

The purpose of my Responsive Testimony is to respond to the rebuttal testimony 

submitted by Mr. Timothy B. Howison on behalf of Howison Heights, Inc. ("Howison" 

or "Company"). 

Mr. Howison comments that the Company is in a "catch-22" dilemma because of 

lack of revenues and continuing expenses.1 Do you agree with his comment? 

Partially. I understand and do not dispute that Howison has charged its customers the 

same rate for water utility service for 18 years. I would also agree that it is likely that the 

cost of providing service to these customers has increased over the course of 18 years. 

In turn, I would not dispute that stationary revenues, coupled with rising expenses, may 

lead to a scenario where there is insufficient cash flow. 

As Mr. Howison acknowledges, the Company should have come before the 

Commission to request a rate increase much sooner. While hindsight may be 20/20, it 

1 Rebuttal Testimony of Timothy B. Howison, at page 4, line 14. 
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Q. 

A. 

does little to address the condition of the Company in 2014 and beyond. The current 

problems faced by this utility are problems that have been getting exponentially worse 

year, after year, and yes, might have been mitigated with regular rate increases. 

Unfortunately, that is not the case, and the Commission's ultimate task in this proceeding 

is to determine what reasonable conclusions and actions can be made now, to ensure the 

Company's customers receive safe and efficient water service. 

Mr. Howison comments that the revenues generated by the water utility have not 

made it economically feasible to install a water storage standpipe. 2 Do you agree 

with his comment? 

Not entirely. I would agree only that the rates charged by the Company prior to this 

proceeding did not include $65,000 in capital costs for the erection of a water storage 

standpipe. However, on January 17, 2007, the Company borrowed $40,150 from Central 

National Bank for the purpose of setting a standpipe. There has been no evidence 

provided by the Company as to what this $40, 150 was actually used for. In fact, there is 

no evidence that this money was even used for the water utility company. While Mr. 

Howison's statement that revenues are not enough to pay for the installation of the 

standpipe may be partially correct, the fact remains that the Company borrowed the 

money to install the standpipe, and did not. 

2 Rebuttal Testimony of Timothy B. Howison, at page 6, beginning at line 13. 
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Q. Mr. Howison comments that the Company has replaced old water meters that were 

not recording water usage correctly and that these repairs will significantly reduce 

the Company's lost and unaccounted forwater.3 Has the installation of these meters 

significantly reduced the Company's lost and unaccounted for water? 

A. Based upon the evidence available at this time, the new meters do not appear to be 

reducing the Company's lost and unaccounted for water. In its response to Staff Data 

Request No. 25, the Company provided its monthly meter data collection reports for 

August, September, and October 2013. These reports serve as the meter reading sheets 

for all customers of the utility. I compared these reports with the list of newly changed 

meters that the Company provided in its response to CURB Data Request No. 82. My 

comparison of the two reports shows that 23 of the 28 meters replaced were replaced 

prior to the October reading cycle.4 However, despite replacing 23 meters - which is 

38% of the entire system-prior to the October billing cycle, the Company's lost and 

unaccounted for water percentage at the end of the October billing cycle was still 40%. 

Q. Why would the Company's lost and unaccounted for water remain excessively high 

even after the Company replaced 38% of its water meters? 

A. There isn't enough evidence in this case to determine with any accuracy why the 

Company's lost and unaccounted for water percentage is so high. Based upon my 

experience in the water utility industry and my knowledge of the Company, I presume 

that there is not one single answer. More likely, it is a combination of factors. Slow leaks 

3 Rebuttal Testimony of Timothy B. Howison, at page 10. 
4 Company's response to CURB Data Request No. 82 indicates 28 meters were replaced. According to the meter data collection 
sheets provided in Company's response to Staff Data Request No. 25, the final five were replaced in October 2013. The 
Company's response to Staff Data Request No. 25 is attached to this testimony. The Company's response to CURB Data Request 
No. 82 was included as an attachment to my January 17, 2014, direct testimony. 
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in distribution lines, leaking connections at the meters, regular flushing of lines or 

hydrants, or leaks at the pump house likely play a part, as well. 

Yes, slow meters that do not register the appropriate amount of consumption can 

be partially to blame. However, in the month of September 2013, Howison recorded 

1,232,000 gallons of water pumped from its wells and only accounted for 735,000 gallons 

of water sold to its customers. This leaves nearly half a million gallons - 497,000 gallons 

- oflost and unaccounted for water in one billing cycle. It is highly unlikely, in my 

opinion, that slow or stuck meters are solely to blame for this excessive amount of 

unaccounted for water. 

Q. Mr. Howison comments that the Company has not shown a disregard for 

Commission and KDHE directives. 5 Do you agree with his comment? 

A. No. Mr. Howison states that it is "not a matter of ignoring the directives from these state 

agencies. It is about having a utility that is not generating enough revenues to comply 

with thost; directives."6 Many of the directives issued to the Company involved little-to-

no monetary cost. For example, KDHE directed the Company to, among others: (1) 

update the Howison Heights Water District Emergency Water Supply Operation Plan, as 

required by K.A.R. 28-15-18( c ), (2) begin following the current bacteriological sampling 

site plan as originally submitted or submit another bacteriological sampling site plan, (3) 

begin submitting daily chlorine residual log sheets for the system on a monthly basis, and 

(4) install a 16-mesh non-corrodible screen on the ventilation line for the air/vacuum 

5 Rebuttal Testimony of Timothy B. Howison, at page 10, beginning at line IO .. 
6 Id. 
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reliefvalve.7 These four directives have little or no out-of-pocket expense associated 

with them. Mr. Howison's assertion that the Company can't comply with directives 

because of inadequate revenues is wrong. The Company could have followed these 

directives, without any significant expenditure. Further, some of the KDHE directives go 

back as far as 2009. If revenues were inadequate then to meet required operational and 

maintenance costs, the Company should have sought a rate increase then, rather than let 

the situation deteriorate. 

Q. Would your recommendations in this proceeding have been different, if the 

Company had followed the recommendations made by the Commission Staff and 

CURB in previous dockets? 

A. It's possible. In February 2012, after noting the record keeping discrepancies for the 2010 

test year, both Staff and CURB recommended that the Company keep all invoices, 

statements, and receipts for each and every expense. Staff and CURB shared a similar 

concern that this Company needed some assistance in conforming to the Commission's 

requirements. Staff generously offered to meet with the owner at the end of each quarter 

to review invoices and documents so that any future audits would be more efficient and 

productive. The Company wholly disregarded these recommendations and suggestions. If 

the Company had followed the recommendations made in early 2012, when the 

Commission ordered in July 2013 that the test year be updated to 2012, all of the 

documents supporting the Company's cost of service would have been readily available. 

Instead, the Company made no effort to follow the recommendations of Staff or CURB. 

7 November 20, 2013, Letter from KDHE to Tim Howison, attached as Attachment 3 to December 10, 2013, Amended Notice of 
Filing of Staffs Report and Recommendation; Motion for Hearing and Directives. 
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Q. 

A. 

If the Company had shown the slightest regard for the recommendations made by Staff 

and CURB in previous dockets, I may have been inclined to recommend the Commission 

allow the owner to continue operating the company, under the general guidance of the 

Commission. However, the Company's unwillingness to implement even the simplest of 

recommendations has fortified my opinion the Company will continue to fail to comply 

with Commission directives and recommendations in the future. 

Mr. Howison concluded that the Company would not be able to find a third party in 

the $23,500 price range to cover all the work suggested by CURB.8 Do you agree 

with his conclusion? 

No. As part of the Company's application, Mr. Howison included an estimate for 

management and operator costs obtained from Mary Douglas of Saline Rural Water 

District No. 2. According to the estimate, the Saline RWD #2 - which has 168 total 

connections - pays an individual $750 per month- or $9,000 annually- to manage the 

office. The Saline RWD #2 also paid an Operator, Pat Weller, $16,268 to operate and 

run the system. Based upon these estimates obtained from the Saline RWD #2 and 

provided by Mr. Howison in the Company's application, the annual cost to operate the 

system and perform the day-to-day office tasks is $25,268. This amount is less than the 

maximum amount of$29,535 that I recommended in my August 5, 2013 Report and 

Recommendation. 

8 Rebuttal Testimony of Timothy B. Ho\vison, at page 12, beginning at line 18. 
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Q. 

A. 

Q. 

A. 

Would contracting a third party to manage all day-to-day operations of the 

utility increase the Company's current operating expenses? 

No. The interim rates that were approved by the Commission on April 17, 2013, included 

$23,500 in salary expense. This salary expense, plus applicable payroll taxes, was to be 

paid to the current manager, Mr. Tim Howison, beginning in May 2013. My 

recommendation that the Commission require the Company to hire a third party operator 

and manager would simply reassign the existing salary expense to a different contractor. 

Do you have any final comments regarding Mr. Howison's rebuttal testimony? 

Yes. In his rebuttal testimony, Mr. Howison testifies that he has not "personally gained at 

the cost of the customers in owning and operating HHI and will not do so if the interim 

rates are made permanent."9 It may be true that Mr. Howison has not received a huge 

salary at the expense of rate payers, or purchased a million dollar yacht, or invested in 

gold with the dollars of its customer. But, Mr. Howison has personally gained at the cost 

of the utility's customers. Mr. Howison regularly pays expenses associated with several 

other unregulated businesses from utility revenues and bought gifts for his family and 

paid bills for his personal home out of the utility business checking account. Further, an 

audit of the business checking account shows that nearly $4,000 in customer payments 

was unaccounted for in 2010. A subsequent audit of the same business checking account 

for 2012 shows over $7,500 in cash withdraws from the account. Withdrawing cash, 

paying personal expenses, and depositing customer payments into a personal checking 

account, benefits only Mr. Howison, at the cost of the Company's customers. 

9 Rebuttal Testimony of Timothy B. Howison, at page 15, beginning at line 16. 
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Q. 

A. 

Furthermore, this Company, with less than $100,000 in net property, plant and 

equipment - at the direction of its owner - borrowed close to a half a million dollars from 

local banks, and mortgaged nearly every utility asset owned. I could presume that Mr. 

Howison financed 100% of the Company's property, plant and equipment with these 

debts, but that leaves nearly $400,000 unaccounted for. There is no record that any of 

these funds were used for the water utility company. The only reasonable presumption 

that can be is that Mr. Howison used these funds for personal use or in the operations of 

his other unregulated business ventures. The fact that he didn't pay himself a salary 

doesn't mean he didn't personally gain from utility revenues and mortgage proceeds, and 

thus far, he has presented no evidence that would convince me otherwise. 

Does this conclude your testimony? 

Yes. 
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STATE OF KANSAS 

COUNTY OF SHAWNEE 

VERIFICATION 

) 

) ss: 

I, Stacey Harden, of lawful age and being first duly sworn upon my oath, state 
that I am a regulatory analyst for the Citizens' Utility Ratepayer Board; that I have read 
and am familiar with the above and foregoing document and attest that the statements 
therein are true and correct to the best of my knowledge, information, and belief. 

SUBSCRIBED AND SWORN to before me this 31st day of January, 2014. 

DELLA J. SMITH 
~ Notary Public • Stale of Kans:s . 

MY APpt. Expires January 26, 201 t!d4U 
Notary Public JI 

My Commission expires: 01-26-2017. 
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Howison Heights, Inc.'s Response to Staff Data Request 25 



Company Name 

Docket Number 

Request Date 

Kansas Corporation Commission 
Information Request 

HOWISON HEIGHTS, INC. 

I 3-HIDW-460-GN 

November 12, 2013 

Request No.: 25 

Date Information Needed November 20, 2013 

RE: Analytical results from Continental Analytical Services Inc. 

Please Provide the Following: 

The Howison Heights water system has been undergoing repairs and replacement of equipment over the last 
few months. 

I. Please provide a copy of the invoices for repairs and equipment purchases for the water system 
from August I, 2013 to the present. 

2. Please provide a copy of the customer meter readings for the months of August, September, 
and October 2013. 

Submitted By 

Submitted To 

RESPONSE: 1. 

2. 

Leo Haynes 

James G. Flaherty 

See attached invoices. In addition, Howison has not yet received a bill from 
the contractor who made repairs. Howison estimates the contractor's bill will 
be between $1,800 and $2,000. 

See attached. 

If, for some reason, the above information cannot be provided by the date requested, please provide a written 
explanation of those reasons. 

Verification of Response 

I have read the foregoing Information Request and answer(s) thereto and find the answer(s) to be true, 
accurate, full and complete, and contain no material misrepresentations or omissions to the best of my 
knowledge aud belief; and I will disclose to the Commission Staff any matter subsequently discovered which 
affects the accuracy or completeness of the answer(s) to this Information Request. 

Signed: __________________ _ 

Date: 
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following parties: 

JAMES G. FLAHERTY, ATTORNEY 
ANDERSON & BYRD, LLP 
216 S HICKORY 
PO BOX 17 
OTT AW A, KS 66067 
jflahertv@andersonbyrd.com 

MICHAEL NEELEY, LITIGATION COUNSEL . 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
m.neeley@kcc.ks.gov 

JAY VANBLARICUM, ADVISORY COUNSEL 
KANSAS CORPORATION COMMISSION 
1500 SW ARROWHEAD RD 
TOPEKA, KS 66604-4027 
j.vanblaricum@kcc.ks.gov 

TIMOTHY B. HOWISON, PRESIDENT 
HOWISON HEIGHTS, INC 
1212 MEYER DR 
SALINA, KS 67401-5274 
timhowison.remax@yahoo.com 

GARY HANSON, ATTORNEY 
STUMBO HANSON, LLP 
2887 SW MACVICAR AVE 
TOPEKA, KS 66611 
gary@stumbolaw.com 

Della Smith 
Administrative Specialist 


