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PROCEEDI NGS
VEDNESDAY, DECEMBER 1 2021
(9:05 a.m)
(Exhibit Wndernmere Nos. 1 through 10
mar ked)

(Exhi bit Ratepayers Nos. 1 through 27

mar ked)

(Exhibit Staff Nos. 1 through 5 marked)

JUDGE SIANG Al right. | call to order
SCAH Docket No. 473 dash -- let's see. M. Giffin are

you recording this?

THE REPORTER: |'m not.

JUDGE W SEMAN: Judge Siano, | started the
Zoom r ecor di ng.

JUDGE SIANO Ckay. So we have a court
reporter, and so we'll just rely on the court reporter
to transcribe this hearing and that will be the
recording of this process.

JUDGE W SEMAN:  You don't want the Zoonf

JUDGE SIANO No. GCkay. So we've got
sone nore attendees here.

Al right. I'msorry. | call to order
SOAH Docket No. 473-20-4071. That's PUC Docket 50788.
This is styled the Ratepayers Appeal of the Decision by
W nder nere Oaks Water Supply Corporation to Change Water
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and Sewer Rates.

My nanme is Christiaan Siano, and | am
presi ding here today with Judge Daniel W senan.

And today's date is Decenber 1st, 2021
The tinme is approximately 9:00 a. m

And we'l |l begin by taking appearances of
the Parties and we'll start with the Ratepayer.

M5. ALLEN. Good norning. Kathryn Allen
here on behal f of the Ratepayers.

JUDCGE SIANO Thank you. And for the
Wat er Supply Corporation?

(No response)

JUDGE SIANG Al right. |[Is anyone here
on behal f of the Water Supply Corporation?

MR. BURRIS: (Ceorge Burriss, Ceneral
Manager of WOWSC.

JUDGE SIANO Thank you. And what |'m
| ooking for is your legal representatives.

M5. MAULDIN:  Your Honor, can you hear us?

M5. ALLEN. Yes. Thank you. There you
are. Now, | can.

M5. MAULDIN:  Sorry. W were having sone
technical difficulties this norning.

This is Jam e Maul din and Robyn Katz on
behal f of Wndernmere OCaks Water Supply Corp.

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com




© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

JUDCGE SI ANG  Thank you.

M5. MAULDIN. And with ne today are all of
the witnesses who presented testinony.

JUDCGE SIANG  Very good. Thank you. On
behal f of Comm ssion Staff.

M5. LANDER: Good norning. This is
Merritt Lander and Rachelle Robles for Conmm ssion Staff.
And all of our witnesses who submtted testinony, aside
fromHeidi G aham are here as well.

JUDGE SIANG Al right. Thank you.

So the Water Supply Corporation filed
objections to the witness and exhibit list. The
Rat epayers filed a response.

As | see it, | can take argunent on that
now. But as | see it, those objections are prenmature
and you can raise those at the appropriate tinme when the
exhibit is offered.

But if there was anything nore to that,
then | can hear that now, Ms. Maul din.

M5. MAULDIN:  Your Honor, we're fine with
wai ting on that.

JUDCGE SIANG  Ckay. Both Judge W senman
and | have reviewed the prefiled testinony, and we are
famliar with this case. But if there are any opening

statenents, we'll hear those now.
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Ms. Maul di n.
M5. MAULDI N.  Yes, thank you, Your Honor,
W ndernmere Oaks would like to present a brief opening
statenent at this tine.
JUDGE SI ANO.  Go ahead.
OPENI NG STATEMENT ON BEHALF OF
W NDERVERE QAKS WATER SUPPLY CORPORATI ON
M5. MAULDIN:. Ckay. Thank you, and good
nor ni ng, Your Honor.
The Texas Water Code and the Public
Utility Conmm ssion's Substantive Rules are very clear
about how limted the scope of this appeal brought by
the Ratepayers is. The Conmm ssion is required to hear
t he appeal de novo and may only consider the informtion
that was available to the governing body at the tine it
made its decision to increase the rates. |In fixing the
rates, the Comm ssion nust use a net hodol ogy t hat
preserves the financial integrity of the utility.
It is undisputed that Wndernere Oaks knew
that it amassed a | arge anount of |egal fees due to
| awsuits filed against it and its directors. Wndernere
Caks al so knew that those |lawsuits were not going to end
I mmredi ately after the rates were approved and were
likely to keep incurring |l egal fees.

W ndernere Oaks knew that its | egal
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di sputes were ongoing and that they were not in control
or able to wwthdraw the lawsuits filed against it.

| ndeed, the records shows that W ndernere OCaks has
continued to incur legal fees with three different |aw
firms. The record also shows that if it hadn't raised
rates when it did, it would not have been able to
provi de water and wastewater service to its nenmbers and
make m ni mal paynents to the attorneys defending it in
district courts.

In sum the |l egal fees approved in base
rates that are the subject of this appeal are recurring
costs and should be upheld. Wthout the rate increase,
W ndernere Caks will be unable to pay the attorneys
defending themin several cases. The nenbers bringing
the lawsuits, nultiple PIA requests, and this appeal
have insured that these rates are recurring.

In sum Wndernere Gaks i s here agai nst
its wll, incurring additional |legal fees to defend this
rate case. W are very aware that the systemhas a
smal | nunber of custoners and that these fees create a
| arge i nmpact on the nenbers of the Water Supply Corp.
We are also not here to litigate the underlying matters
In separate litigation. That is being handled in other
forums. W are only here to assess whether the rate

I ncrease approved in March of 2020 was reasonabl e.
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That's it.

As Lead Counsel on this matter, | am here
and available, if necessary, but | amturning over the
duties of first chair to ny co-counsel, Robyn Katz. W
are mndful of rate case expenses, and as such, | wl]l
often be down the hall but available, if necessary.

To sumit up, the evidence shows that
W ndernere Caks, the Wndernere Oaks board knew and had
to pay increasing legal bills caused by certain
rat epayers when it approved the rates and that the Water
Supply Corp couldn't operate without the increase. This
is still true today.

The rates approved are just and
reasonabl e, are not unreasonably preferential,
prejudicial or discrimnatory. Mst inportantly, the
Comm ssi on nust use the nethodol ogy that preserves the
financial integrity of the utility. |[If this appeal is

granted and the rate increase is reversed, the utility

will be unable to operate and serve its nenbers.
Thank you.
JUDGE SIANO Thank you. Let's see.
Ms. Allen.

(No response)
JUDGE SIANO.  You're muted. You'll have

to unnmute yourself.
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OPENI NG STATEMENT ON BEHALF OF THE RATEPAYERS

M5. ALLEN. Zoomis not ny platform so |
apol ogi ze ahead of tine.

Let ny say first that the Ratepayers are
very grateful for this opportunity to appear before you
and to present the facts, as they understand them and
as they believe themto be.

The Ratepayers -- fromtheir perspective,
what has happened here is really very sinple. Wat to
do about it is another matter.

What has happened is that there was a | and
transaction in 2016 that sone nmenbers believed was
unethical, illegal, and otherw se invalid. They
exercised their right to challenge that in court, and
when they did that, the insurance carrier denied
coverage and it said it was not going to provi de defense
costs for the directors whose conduct was at issue. It
said the policy didn't cover illegal acts and
I ntentional m sconduct. \Whether that's right or wong
is really irrelevant. What we do know is the insurance
conpany was not going to pay the bill.

So what happened was that the directors
| nst ead used the Ratepayers' noney to pay their bill,
and they paid the | awers whatever the | awers wanted to

take all of the steps that were needed to keep them from
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being held |iable, and we've seen the |legal bills that
are associated with that.

There was a point, | think, earlier than
t he conpany would |like to admt, when the Ratepayers
just didn't have enough noney to pay all of the
director's legal bills and the cost to operate their
system And at a point, the board of directors raised
the rates in order to generate revenues to pay their
| egal bills.

The nmenbers exercised their right to nake
a legal challenge to that, and that's what we're here
t oday about. The directors used $200,000 or nore of the
Rat epayers' noney to defend the rate hike to rai se noney
to pay their |egal costs.

Now, every single tinme that those | egal
costs were paid or incurred, the board nade a deci sion
to approve them The Ratepayers were astoni shed when in
this proceeding the board took the position that it was
not in control because, Judges, if the board was not in
control of whether and to what extent the Conpany's
resources were going to be spent, then who was? It was
the board's job to be in control, and we coul d not have
been nore surprised when their position was they didn't
exerci se any control.

Not one of those dollars for |egal fees
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| nproved the | evel or the quality of water and

wast ewat er service. Not one of those dollars went to
build plants or lines or anything that facilitated the
operation of this system Not one of those dollars went
to address custoner concerns about billing or nmetering,
not one. All of those dollars went to pay the
directors' legal fees on a land transaction that had
nothing to do with service.

VWhat we believe the evidence will showis
that these | egal costs are not cost of service. They
are not properly includable in ratemaking. They're not
chargeable to the ratepayers, but here you are. You' ve
got a systemthat is owned by the Ratepayers, and so
what do we do about it? Well, we've got sone ideas
about that, but we'll see how the facts conme out and do
what we can to guide what m ght be an appropriate
solution to get the conpany out of this nmess. CQur
effort will be to find the people who precipitated this
and | ook for ways that they can be held accountable for
what they have caused.

O all of the people on the universe, it
was not the Ratepayers -- at |east not the Ratepayers
who weren't on the board. |t was not them who nade
t hese decisions. The idea that the board was not in

control is specious. For the sane reasons that we w |
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show that this rate increase is not just and reasonabl e.
We believe that these ratenmaki ng expenses are not
reasonabl e and therefore are not includable. |If they
are, then there is no way that the Ratepayers and
menbers of a water supply corporation can ever hold
their fiduciaries accountable. These fiduciaries at
every turn said --

MS5. MAULDI N: Your Honor, excuse ne. At
this point, I"'mgoing to object. | think that this is
| nproper argunent. This is an openi ng statenent where,
| believe, Ms. Allen has presented what she expects the
evidence will show. But instead, she's taking us on a
path of testifying herself. And there will be a tine
for that, but | would object to that, Your Honor.

JUDGE SIANO Al right. Yeah, Ms. Allen,
this is really just neant for a brief overview, and this
will not be considered for purposes of evidence but an
overvi ew of your position.

M5. ALLEN: Overview given. Understood.

JUDCGE SIANO  Thank you. Al right.

Let's see. Is it Ms. Lander, Commission Staff. You're
on nute.

M5. LANDER:  Yes, Your Honor, conmmi ssion

Staff does not need to make an opening statenent. But

t hank you.
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JUDGE SIANO Al right. Thank you. | do
want to -- before we get started -- comment on the
scope. As the Parties have alluded to, this is a
hearing that -- de novo. For those who are -- may not
be famliar with the PUC process, we wll not nake a
decision at the conclusion of this hearing. W wll --
the Parties will be asked to submt briefs and -- which
Is a witten closing. And -- after that point, we wll
have 60 days to review the evidence and issue a proposal
for decision, which ultimately goes to the Comm ssion
for final decision.

But what we're doing here is, it is a
revi ew de novo, which neans that we give no deference to
the board's decision. And we are |limted to considering
the evidence -- the information that was available to
the board at the tine it nade its decision, except as to
the extent that sone subsequent information tends to
shed light on that information. So it is sonmewhat
limted.

The Commission's Prelimnary Order also
sets out the list of issues, and one of themis whether
the rates in this matter are unreasonably preferential,
prejudicial or discrimnatory. WIlIl, the Comm ssion has
set this out as a threshold issue, and there are -- this

Is in ltemlssues No. 4 and 5, which neans that we get
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to the remaining issues only after we nmake a deci sion on
whet her the rates are unreasonably preferential,
prejudicial, or discrimnatory. There's sone recent
Comm ssi on precedent on this issue in PUC Docket 49351,
and that's SOAH Docket 473-19-5674 in which the

Comm ssion took the position that under 13.043(j) the
Comm ssion nust find that the rates appeal ed are
unreasonably preferential, prejudicial, or
discrimnatory before setting just and reasonabl e rates.

In ny review of the evidence, | have not
seen any evidence on those issues. And if the Parties
can direct nme to that, that m ght be helpful. But we
have been tasked with addressing that as a threshol d
| ssue before we address the remaining issues.

If the Parties wish to confer on that, |
can allow sonme tinme for that, but |I would Iike sone
gui dance fromthe Parti es.

MS. MAULDIN:  Your Honor, Jam e Maul din,
with Wndernere OGaks. W would gladly take about 5 to
10 mnutes to find cites for you in our testinony where
you can find that information, or however you want to
handle it. W can do it now, or we can send it to you
| at er.

JUDGE SI ANO M. Allen.

M5. ALLEN:  Your Honor, we are al so happy
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to take a few nonments to see if there are places that we
could refer you to directly or to let you know that we
will also be doing sone additional briefing, if that's a
hel pful thing to do.

JUDGE SIANO. We can address it in
briefing, or we can address it now. | just want the
Parties to be aware that the Conm ssion views this as a
threshold i ssue and we will therefore have to be
addressing it as such.

Ms. Lander.

M5. LANDER: Yes, Your Honor. Staff would
| ove to have a few m nutes.

JUDGE SIANO (Okay. Let's take a
10-m nute recess. Back in 10 m nutes.

Going off the record.

(Recess: 9:25 a.m to 9:40 a.m)

JUDGE SIANO Al right. It |ooks like
everyone is back. W can go back on the record.

kay. The parties -- after a short
recess, how would the Parties |ike to proceed?

Ms. Maul di n.

M5. MAULDI N:  Your Honor, we have

| dentified several places in testinony that would

support your request, and so | can read it off to you or

present it in another way. Your preference.
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JUDGE SIANO. Let's hear from Staff. o
ahead, Ms. Lander.

M5. LANDER: Staff would actually prefer
to address this issue in a briefing. | believe that
there are several places in testinony that are rel evant,
but because Bear Creek was decided after the |ist of
| ssues was filed in our docket and after testinony was
filed in our docket, we'd like a little bit of time to
gat her our thoughts.

JUDGE SIANO Ckay. Do you think that
addi tional testinony is necessary?

M5. LANDER: It is possible that
addi ti onal testinony could be necessary, but | think
it's also possible to rely on the record at this tine.

JUDGE SIANO Ckay. M. Allen.

M5. ALLEN:  Your Honor, it's the
Rat epayers' -- am|l nuted? |'msorry.

It's the Ratepayers' position that the
conpany has failed to conply with the provisions of its
tariff that require it to |l evy an assessnent in the
event that there were an operating deficit. And that
that is, as a matter of |law, unreasonable, failure to
conmply with its tariff. |In addition to that -- and we
rely nore than anything on the testinony of M. Nel son

and M. Rabon --

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com



© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

17

JUDGE SIANG M. Allen, I'mnot asking
for argunent right now |'masking for -- how would you
| i ke to proceed given that the Comm ssion requires --

( Si nul t aneous di scussi on)

M5. ALLEN: | under st and.

JUDGE SIANO. -- us to address the

t hreshol d | ssues?

M5. ALLEN: [I'mgoing to get the hang of
this PUC proceeding, and | apologize. | appreciate the
gui dance.

| do not believe -- the Ratepayers do not
bel i eve that additional evidence will be required and

are prepared to go forward. And if it's hel pful, we can
supply in witing sonething that cites specifically to
the testinony that we rely on.

JUDGE SIANO You'll have that opportunity
I n post-hearing briefing.

M5. ALLEN: Al right.

JUDGE SIANG All right. And thank you,
Ms. Mauldin, | do not need cites to that testinony right
now. And |I'm happy to consider that in post-hearing
briefing.

It sounds |ike the consensus is to nove
forward today. | know that you've all waited a | ong

time, but | did want to alert the Parties to that.
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kay. And with that, the Water Supply
Cor poration has the burden of proof, and so they wll go
first.

Ms. Mauldin, call your first wtness.

M5. MAULDIN: |I'mgoing to turn it over
to --

( Si mul t aneous di scussi on)

JUDGE SIANO O how would you like to
proceed?

M5. MAULDIN:. |I'mgoing to turn it over to
Ms. Katz. Thank you.

JUDGE SI ANO: Ckay. Ms. Kat z.

M5. KATZ: Thank you, Your Honor. |
apol ogi ze for not bringing this up earlier but I wanted
to just address sone housekeeping matters.

JUDGE SI ANO.  Go ahead.

M5. KATZ: Ckay. So | believe that the
Parties have discussed sone tinme issues with sone of our
W tnesses, and so | just wanted to |let you know and nake
sure that that's okay, that M. Nelson is only avail able
this afternoon to testify. And that was circulated --
that information was circulated two or three weeks ago
anong the Parties, and we did not hear any opposition to
limting his testinony to this afternoon.

Additionally, Ms. Mauldin is required to
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be, at this tine, at argunent -- oral argunment tonorrow.

And so we would like to have Ms. Mauldin testify today,

as wel | .

JUDGE SI ANO Understood. And -- go
ahead.

M5. KATZ: |I'msorry. D d you want to say
anything on that? | have a couple nore itens | wanted
to nention if, Your Honor, wll entertain them

JUDGE SIANO |'d be happy to have
Ms. Mauldin testify today. | understand that sonetines

rate case expenses can be a noving target, and the
Commi ssion has indicated a willingness to accept
affidavits, if necessary. But for purposes of this
hearing, |'d be happy to take her up as it suits you.

M5. KATZ: Thank you.

JUDGE SI ANO.  Go ahead.

M5. KATZ: Thank you, Your Honor.

Al so the Water Supply Corporation would be
objecting to friendly cross, if the positions are the
sane. And that would be a running objection, but, of
course, | wanted to present that now just to give
everybody a heads-up on that.

JUDGE SI ANO.  Under st ood.

M5. KATZ: And, Your Honor, did you want

to take up adm ssion of the evidence at this tine with
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testinony at once or were you wanting us to do that

I ndi vidually as we nove through? | don't expect there
to be any objections to the testinony being admtted by
all the Parties, but | didn't know how you wanted to

t ake that up.

JUDGE SI ANO For purposes of efficiency,
it's easier to admt it all at once. But that is
dependent entirely upon agreenent of the Parties. So if
there is no objection, Ms. Lander and Ms. Allen, to the
adm ssion of the Water Supply Corporation's testinoni al
evidence at this time, then | understand that that's
bei ng of fered.

M5. LANDER: Staff has no objection.

JUDCGE SIANG M. Allen? You have to
unnmut e yoursel f.

M5. ALLEN. The Ratepayers do not object
to Exhibits 1, 2, 4, 5, 6, 7, 8, or 9.

JUDGE SIANO Ckay. So but wth respect
to Exhibit 3 --

M5. ALLEN: | apol ogi ze, Your Honor. What
| neant to say is, 1 through 9, inclusive, we don't
object to with this clarification because you m ght know
or you mght not, the Parties thensel ves did not

actual |y exchange the exhibits. People kind of presuned

that the reference woul d correspond to whatever was
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filed under the control nunber.

To the extent that M ke Nelson's testinony
I ncl udes the copies of the |egal invoices that were
subm tted as confidential docunments -- WP docunents, |
bel i eve was what the notation was on them those are
hear say and we woul d object to them His testinony
Itself does not refer to them perhaps they don't intend
to offer themalong with his testinony. His testinony
we do not object to, if that nmakes sense. And that
woul d be 7 for M. Nel son.

JUDGE SIANO Al right. Let's start with
what there's no objection to. And as | understand it --
so Exhibits 1 through 9, with the exception of 7, you
have no objection?

M5. ALLEN: That is correct.

JUDGE SIANO Ckay. So Exhibits
Wndernere's Exhibits 1 through 9, with the exception of
7 are adm tted.

(Exhibit Wndernmere Nos. 1, 2, 3, 4, 5, 6,

8, and 9 adm tted)

JUDGE SI ANO:  And then Exhibit 10 is the
errata to the testinony of Mke Nelson, and you have an
obj ection to that.

M5. ALLEN. W do, Your Honor. It is a --

conpletely different information furnished today, a
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day- and- a-hal f before the hearing, than what has been
furnished, kind of, fromthe tine this rate increase was
adopted to now.

JUDCGE SI ANG  Ckay.

M5. ALLEN: And we're not prepared for
that kind of new information. It's sonething that woul d
need to have discovery and so we object to it.

JUDGE SIANO Ckay. So all we're
addressing right now -- | understand your position.

Ri ght now the only objection -- the only issue is

whet her to admit this evidence wthout having to cal
the witness. And so | understand that you do have an
objection to 7 and 10, and so | wll not admt those at
this tine. And the Water Supply Corporation can offer
those at the tinme that it calls M. Nelson.

Anyt hing el se, Ms. Katz?

M5. MAULDI N:  Yes, Your Honor. | would
just want to say that the workpapers that were included
with M. Nelson's testinony in March are intended to be
admtted with his evidence as is practice -- traditional
Commi ssi on practi ce.

Additionally, what has been nmarked as
W ndernere Caks Exhibit 10, which is the errata served

earlier this week of M. Nelson. Again, this is also

pretty traditional Comm ssion practice. M. Nelson, in
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preparing for hearing, reviewed his testinony and found
an error, and so instead of correcting that error on the
stand, we thought it best to provide advanced notice to
Parties. And so Ms. Allen will have an opportunity to
cross-exam ne M. Nelson on that information. However,
that information is actually not any different than what
was provided in the attachnents and what has been the

i nformation all al ong.

JUDGE SI ANO Thank you. Ms. Maul din,
right now, |'mjust addressing whether or not to admt
this evidence without having to call the witness. And
with respect to the workpapers, are those included here
in these exhibits? |Is that in Exhibit 7?

MS. MAULDI N:  Yes.

JUDGE SIANO O is that a separate
exhi bit nunber?

MS. MAULDI N: It should be included in

Exhibit 7 --

JUDGE SI ANO Ckay. So --

M5. MAULDIN: -- under attachnents, |
believe -- volum nous. Sorry. | don't have it in front
of nme.

JUDCGE SIANO Okay. Al right. WwWell, the
Parties have laid out their argunents. | guess we may

as well address this now
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So Ms. Allen, which part of Exhibit 7 are
you objecting to? And you're going to have to be nore
speci fic because | have it in front of ne.

M5. ALLEN:  Your Honor -- yes, Your Honor.
There are a series of what they are calling workpapers.
They're |l abeled with the prefix "WP'. Am1 right,

Ms. Mauldin, that it's WP?

M5. MAULDIN: That's correct.

M5. ALLEN: There are docunents | abel ed
with the prefix "WP'" that's -- | nean, if | need to be
nore specific than that, | can. But those are attorney
fee invoices with narrative that are hearsay.

JUDGE SIANG Okay. And Ms. Maul din, your
response to that is what?

M5. MAULDIN. | would argue that those
I nvoi ces are actually a very integral part of this
proceedi ng and Ratepayers have asked for them They
were provided in discovery to Ratepayers. M. Allen
actually requested them yesterday via email. So |
believe that to the extent Ratepayers are going to argue
that those | egal invoices and the costs incurred shoul d
not be included in rates, they need to be included in
the record and were provided to the Parties in 2020, |
bel i eve.

JUDGE SIANO. Was there a deadline for
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obj ections on the schedul e? The schedul e has changed
several tines but -- it's not usually --

( Si nul t aneous di scussi on)

M5. ALLEN:  Your Honor, there -- ny
recollection is that there was a deadline for
obj ections; however, M. Nelson's direct testinony
doesn't actually refer to these docunents, which is why
| was unsure whether they were intended to be included.
And therefore, | did not know until this nonent they
I ntended to offer those docunents into evidence. |
woul d want to reiterate that | don't object to
M. Nelson's direct testinmony. It is only the hearsay
wor kpapers that shouldn't conme into evidence.

JUDGE SI ANO: Ckay. And, Ms. Maul din,
you're saying that his testinony does refer to these
docunent s?

M5. MAULDIN. If you'll give ne one
nonment, Your Honor. |'mlooking for a citation.

JUDGE SI ANO. Go ahead.

M5. MAULDIN.  So, Your Honor, if you | ook
on M. Nelson's direct testinony on Page 16, Footnote
11, says, "See Workpaper M\-1 for |egal invoices."

So it is referenced in the testinony and
it islisted in the Table of Contents. |It's also --

it's noted several times in his testinony actually.
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JUDGE SIANG. | know the Procedur al
Schedul e changed several tinmes, and |'mtrying to find
t he one under which this testinony was filed presunably
on March 10t h.

M5. MAULDIN:  And, Your Honor, |
apologize. M\-1is listed as -- Wrkpaper MN-1 is
|isted as |l egal invoices. Wrkpaper M\-2 are the
vol um nous 2019 invoices, so there are two attachnents
as wor kpapers. And this has al so been provided to SOAH
on a flash drive as part of M. Nelson's direct
testi nony and exhibits.

JUDGE SIANO Al right. Wth respect to
Exhibit 7, the objections are overruled as untinely.

And, Ms. Allen, with respect to the

errata --

M5. ALLEN:  Your Honor, the Ratepayers are
objecting to the errata -- and | want to pull it up to
make sure that | put it correctly -- on the grounds that

It is untinmely supplenentation and constitutes surprise
and prejudice, given the changes in the nunbers -- hang
on one second. | want to find that.

So the nunbers that were sponsored in the
original testinmony until yesterday were $171,337 in
| egal , accounting, and total contract services. Now,

t he nunbers are $171, 337, $121, 659 and $55, 090, which
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are significantly different nunbers than have ever been
sponsored in the past.

Whet her the new nunbers are correct or not
correct, | can't have an opinion about. |It's going to
be a little difficult to cross-exam ne on new nunbers
for which there is no explanation and has been no
di scovery and therefore we object to themon the grounds
that this supplenentation is untinely. There is no just
cause for it, and we are surprised and prejudiced.

JUDGE SIANO Ckay. M. Maul din, your
response”?

M5. KATZ: Your Honor, this is Robyn Katz.
| apologize. W're flip-flopping alittle bit here.

Your Honor, | want to address the nunber
of the 116 going to 174 first that Ms. Allen just
referenced in the errata. This is a nunber that
actual ly should not be of any surprise, as we had a
di scussi on about a week ago specifically letting
Ms. Allen know about the error in the testinony,
correcting the nunbers. And, in fact, these nunbers --
and Ms. Lander was on the call as well -- and these
nunbers specifically cone from evidence that you just
adm tted.

What happened was, these nunbers are

com ng fromthe workpapers and the attachnents that have
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al ready been admtted. The problemwas there was an
error in the actual text. So all we did was correct the
text to match what has al ready been provided through
direct testinony. And that's the first response.

The response regarding Ms. Allen's
objection to the other portion of the errata discussing
t he professional fees and the nunbers being corrected
there, that actually cones froma Wrkpaper M1 that we
just discussed and has been admtted al so that was
supplied in previous direct testinony.

So these are just corrections of
responses, either to discovery or through testinony,

t hat have al ready been provided. And, you know, | can
understand and enpathize with Ms. Allen that she just
got on the case about a week ago. However, it's ny
understanding that this has already been provided to the
opposi ng party and therefore should be admtted as such.

JUDGE SIANO Al right. And, Ms. Allen,
your argunent is that this constitutes surprise?

M5. ALLEN: Yes, Your Honor. A week or so
ago, we certainly did have a conversation about
correcting the testinony. The correction that | was
alerted to was that M. Nelson had said there were 253
water neters. |In fact, there are 271. | got that. No

problem That was the change in the testinony that |
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was alerted to, and |I'm not conpl ai ni ng about that.

But these nunbers sinply don't add up, and
there's no way for nme on less than a day's notice to try
to figure out why that is. And to undertake the
di scovery that would be required to reconcile them this
Is a very inportant matter, and | don't believe that the
Wat er Supply Conpany ought to be able to cone in the day
before the hearing and correct its nunbers to the tune
of about $200,000. Those are the kinds of things this
proceedi ng i s about.

JUDGE SIANG I'msorry. M. Katz, is
this 121 and this 55,000, are those nunbers essentially
t he conponents of the 171 -- no, they're not. Those are
additional -- in addition to the 171, M. Katz?

M5. KATZ: Your Honor, | would need a
nonent to check the workpapers with |egal invoices. But
t hese nunbers are specifically referring to the
wor kpapers of M ke Nel son, Wrkpaper M\-1 for |egal
i nvoi ces that were a part of his direct testinony.

It was just a mss -- it was a -- it was a
clerical error, but this is information that was al ready
provi ded to Ratepayers.

JUDCGE SIANG If the information is

already in evidence, then you can refer to it in

briefing. But I'mgoing to sustain that objection.
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So the errata with respect to -- where did
it go. The errata with respect to Page 7, the objection
I's overrul ed,

Wth respect to Page 16, the objection is
sust ai ned.

Was there anything else, Ms. Allen?

M5. ALLEN:  No, Your Honor.

JUDGE SIANO Okay. So with that,
Exhibits 7 and 10 are admtted -- yes, 7 and 10.

(Exhibit Wndernmere Nos. 7 and 10

adm tted)

M5. KATZ: Thank you, Your Honor.

One final housekeeping matter that |
probably shoul d have taken up first.

JUDGE SI ANO. Go ahead.

M5. KATZ: W would ask -- because of the
schedul e i ssues, we would ask that w tnesses be taken up
for direct and rebuttal at the sane tine to speed this
al ong, unless there's opposition fromthe opposing --

t he additional parties, so they're not up down, up down,
up down -- all wtnesses.

JUDGE SIANO Certainly nore efficient.

But are there any objections to that nethod?

It's not uncomon in these types of

heari ngs, Ms. Allen.

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com



© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

31

M5. ALLEN: Your Honor, the Ratepayers
have no objection to that, provided that we are not
going to be stymed in our cross-exam nation by
obj ections, such as it's beyond the scope.

JUDGE SI ANO.  Under st ood.

And Ms. Lander?

M5. LANDER: Staff has no objections.

JUDGE SIANO Ckay. So that is
accept abl e.

Anyt hi ng el se.

M5. KATZ: No, your Honor, not from
W nder nere QOaks.

JUDGE SI ANO Okay. How would W ndernere
Caks |i ke to proceed, then?

M5. KATZ: Wndernere Oaks would call our
first wtness George Burriss to the stand.

JUDGE SIANO George Burriss, where are
you? I|f you would unnmute your screen and your audio so

we can see you and hear you.

Ms. Katz, do you need to -- there you are.

M. Burriss, please raise your right hand.

(Wtness sworn)

THE WTNESS: | do.

JUDGE SIANO Al right. M. Katz.
M5. KATZ: Thank you, Your Honor.
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PRESENTATI ON ON BEHALF OF
W NDERVERE QAKS WATER SUPPLY CORPORATI ON
GEORGE BURRI SS,
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON
BY MB. KATZ:

Q Good norning, M. Burriss.

A Good nor ni ng.

Q Do you have a copy of what's been nmarked as
Exhi bit W ndernere Gaks Supply Corporation 1, which is
your testinony, in front of you?

A Yes.

Q kay. And is this a true and correct copy of
the prefiled testinony that was filed in this case?

A Correct.

Q And if we were to ask you questions presented
in this docunent to you -- or questions about this
docunent to you, would the answers still be the sane as

to what's contained in your testinony in front of you?

A Yes.
M5. KATZ: Ckay. So with this exhibit
al ready entered into the record, I'll pass -- Wndernere
Caks -- | apol ogi ze, Your Honor -- passes the w tness

for cross-exam nati on.

JUDGE SIANG Al right. M. Allen.
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CROSS- EXAM NATI ON
BY M5. ALLEN:

Q Thank you. M. Burriss, nmy nane is Kathy
Allen, and |'mrepresenting the Ratepayers in this
proceedi ng today. Forgive ne in |'ve forgotten it, but
| don't believe you and | have ever net. Have we net?

A No, ma' am

Q Ckay. My understanding is that for the better
part of 22 years you have been involved in one capacity
or another with the Wndernere Gaks Water Supply
Conpany. Do | have that right?

A That's correct.

Q So you have been in sonme capacity or other with
t he Conpany | onger than any other witness that the
Conpany has here today. |s that right?

A | believe that's right.

Q In the course of your work with the Conpany,
have you cone to have an understandi ng of the regulatory
requi rements that are applicable to its operations?

A Not to the extent that -- you know, |'mnot an
attorney. I'mnot a CPA but | amconpetent with the
rat emaki ng and budgeti ng processes. Does that answer
your question?

Q | was actually focused nore on what |

understand is your job at the Conpany, which is to
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operate the system Do | have that right? |Is that your

primary responsibility?

A Yes, that's correct.

Q Ckay. But apparently you are involved to sone
extent in connection with ratemaking and budgeting. |Is
that right?

A | do provide information to the board about
t hat, yes.

Q What information do you furnish to the board in
connection with those activities?

A Part of ny role is to discharge the billing
process and the bookkeepi ng, and records generated as
part of those functions are then provided to the board.

Q So are you the one who pulls together cost
i nformation or | guess -- yeah, cost information about
t he system operati ons?

A Correct.

Q How about i nformation about |egal expenses?
Are you the one that pulls that information together?

A No.

Q Who does that?

A Board nenbers. |I'mnot privy to the | egal
functi ons.

Q Ckay. So if | understand you correctly, it is

not your job to review |l egal invoices when they cone
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into the conpany. |Is that right?

A Correct.

Q Do you know who does that?

A Board nenbers do that. Wich board nenbers
review which invoices, | couldn't respond to that.

Q Fair enough. Is it part of your
responsibility, either directly or through Ms. Cantrell
or Ms. (Zoom audi o distortion) to keep up with the | egal
expenses that the conpany has incurred?

A Yes.

Q How do you do that?

A | nvoi ces are presented to ne which | then
forward to the CPA who functions al so as our bookkeeper.
They prepare the checks. Then submt the checks to a
board nmenber for a signature, and then at the end of the

nmonth the CPA provides a profit and | oss statenent.

Q So you do see the invoices?

A Yes, | do see them but | don't review them

Q I|"'msorry, M. Burriss. |'mhaving just a
little bit of trouble hearing you. | apol ogize.

A |"msorry. | suffer fromallergies soit's a
perpetual problem [|'Il be as distinct as | can.

The | egal invoices are approved by a board

nmenber then presented to me to -- for it to go through

t he paynent process, so | sinply code those invoices,
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provide themto the CPA, he cuts the check, which | then
present to the board for a signature. And then at the
end of the nonth, the CPA provides an accounting of that
paynent .

Q Is there anyone with the Conpany who endeavors
to keep up with what the Conpany's obligations are for a
given -- let's say -- 30-day period and what its
revenues are anticipated to be or have been?

A Ch, vyes.

Q Who does that?

A Well, the board president, of course, is
ultimtely responsi ble, but the budget and the expenses
are reviewed daily as paynents are nade and recei pts are
deposited. So there are several sets of eyes that are
noni tori ng our budget process.

Q Let me -- M. Burriss, let ne be alittle bit
clearer with you in what I'mtrying to ask, and |'m
sorry that I'mnot getting to it quicker.

VWhat |'mtrying to find out is: Is there
sonebody who nonitors the Conpany's obligations, whether
they're actually paid by check or not, to nake sure that
t he Conpany has not overcommtted itself during any
particul ar period?

A Well, nore than one person has parti al

responsibility for that process. And it includes the
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CPA and ne and the treasurer and the board president.

Q Can you explain to us how those functions cone
together so that the board is able to make sure that the
Conpany has not overcommtted itself?

A Well, legal invoices go first to the treasurer.
And once the treasurer is satisfied with how a paynent
Is to be made, he instructs ne to nmake that paynent,
which | then code and submt to the CPA who cuts the
check.

Q If | hear you right -- and | m ght not. But
what |'m hearing you tell nme is that you find out about
| egal expenses after sonmeone has decided they should be
paid. |Is that right?

A Correct.

Q You don't find out about |egal expenses at the
time they're incurred necessarily. Is that right?
A Vel l, legal expenses would be incurred by a

di rect conmuni cati on between the board and the law firm
So I only find out about the need to pay a |l egal invoice
after the fact so-to-speak.

Q How often is the board furnished with financi al
I nformati on concerni ng the Conpany's performnce on a
nont hl y basi s?

A Vell, if they were an inordinate expense, they

woul d know before we even incurred that project or
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enbarked on that project that woul d produce that
I nvoi ce. But all incone and expenses are sumarized in

a P&L at the end of each nonth.

Q The expenses that are summarized on the P&L are
t he ones for which checks have been witten. |s that
right?

A That's correct.

Q That nunber does not necessarily include all of

the obligations that the Conpany has incurred during
that nonth. |Is that right?

A Well, there would be sone carryover at the end
of the nonth, usually in a mnor degree, if that's the
thrust of your question. You know, if | receive an
I nvoi ce at the end of the nonth, submt that to
accounting for paynent, then that may take a day or two
for themto cut the check, so the check nmay actually get
signed in the foll ow ng nont h.

Q I"'mreally trying to ask you about sonething a
little bit different. Let ne use an illustration and
see if | can be a little clearer.

Let us say that in the nonth of June, for
exanple, there were 4 legal invoices that cane into the
Conpany for |egal fees that the Conpany owed. Are you
with nme?

A So far.
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Q kay. And just for the sake of discussion,
| et's say those invoices total $60,000. Al right?
A Uh- huh.
Q Let's say that whoever it is who nakes those
deci si ons deci des one of those needs to have a check

withit. Are you with ne?

A Yes.

Q That would then be sent to you. |Is that right?

A Correct.

Q Wth a notation that says, "Cut the check". Is
that right?

A Ri ght.

Q And the one expense invoice for which the check

was cut, that would show up on the financials.
Do | have that right?

A VWll, I"'mnot sure | understand exactly because
as | just said if it were the |ast day of the nonth,
even though that check woul d appear on the P&, it
really woul dn't clear the bank for several days.

Q Right. But the only obligations of the Conpany
for -- that'll show up on the financials the way the
Conpany keeps them are the ones for which the check is
witten. Right?

A That's correct.

Q And with regard to | egal expenses, what |I'm
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understanding you to say is that the only fol ks who ever
know how nmuch the Conpany is obligated for in terns of
| egal expenses during a given period will be the board.
| s that correct?

A Well, that's true.

Q Ckay.

JUDGE SIANO Ms. Allen, I'msorry to
interrupt you, but I"'mhaving a little bit of trouble
understanding what this relates to. Wat does this line
of questioning pertain to?

M5. ALLEN:. What it pertains to is the --
the way that the Conpany keeps track of its | egal
expenses is -- well, howdo I illustrate this? Mybe
M. Burriss can help us, if you would indulge ne a
couple three questions. Wuld that be all right?

THE WTNESS: O course.

M5. ALLEN. Judge, would that all right?

JUDGE SIANO. Go ahead. That's fine.

Q (BY Ms. ALLEN) So, M. Burriss, tell ne this:
Take the early nonths of 2019, for an exanple, and tell

us what was the average net operating incone of the

syst enf?
A | don't renenber.
Q Do you have an idea with all of your experience

of what the average net operating incone of the system
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was i n 2018?

A No. | know that we were overextended.

Q You were overextended in 20187

A Uh- huh.

Q For what reason?

A The | egal expenses.

Q In 20187

A Yeah. | can't be exactly accurate about these
nunbers fromthree years ago. | generally renenber the

period, and we saw | egal expenses that were beyond the
budget that we had prepared the year earlier, but |
don't renenber the exact nunbers. Sorry.

M5. ALLEN: So, Your Honor, what |I'm
trying to do is ascertain the point at which the system
becane overextended, and there's considerable anbiguity
about that. And the records don't provide a great deal
of assistance about that. So that's -- and then these
new nunbers are inpossible to reconcile, so that's what
I|"'mworking on is, at what point did the system becone
overextended and then at the tine the board nade the
decision to raise the rates, how overextended was it?

M5. KATZ: Your Honor, may | respond?

JUDGE SI ANO.  Go ahead.

M5. KATZ: Thank you. [It's clear

M. Burriss already responded to the questions as they
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relate to | egal expense and his know edge that he does
or doesn't have as they relate. And we can continue to
go on with Ms. Allen presenting specul ative situations
or what if this or what if that, but he's made cl ear
that that's not his primary role and perhaps these
guestions woul d be better suited for another wtness.

JUDCGE SIANO  Yeah, Ms. Allen, | just want
to be efficient with our tine.

M5. ALLEN: O course.

Q (BY M. ALLEN) Let ne ask this: M. Burriss,
|l et nme close the loop on that. Was there a tine when
t he expenses fromthese |lawsuits were of such an anount
that there was not sufficient noney available to operate
the system -- operate and maintain the systenf

A Yes.

Q When was that ?

A Wll, it was clear to ne in 2018 that we were
not going to be solvent if we paid the stream of | egal
bills that we saw com ng. And so, in fact, we consulted
with TRM to help us analyze our rates further, even
t hough we had done an extensive analysis from 2016
t hrough 2017 for a rate increase which we adopted in
2018. But we called TRWA back in to do a subsequent
anal ysis to take stock of where we were and try to

prepare for the future and that was in 2018.
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Q When in 2018 did that happen?

A Ch, by the fall of 2018.

Q Who did the anal ysis?

A James Smth.

Q What anal ysis was done?

A That was an anal ysis prepared on the basis of
Texas Rural Water Association software. | nean, |

provi ded nunbers which Janes then put into his study.
And, you know, he had conpleted that study -- ny
recollectionis -- by late January or early February of
20109.

Q What were the results of that study?

A That we needed to raise the rates about $170
per ratepayer, that was his recomendati on.

Q So M. Smith told the board that the conpany

needed to raise its rates to $170 or by?

A No. By.

Q By. So in June -- | nean -- sorry. |In January
of 2019 --

A | may have that wong, Ms. Allen. That's
right. To -- | think it was 172 or sonething |ike that.

It was an increase to that nunber, not by that nunber.

Q So January of 2019 M. Smth says, Conpany, you
need to raise your rates to or by $170. Right?

A To 170, yes.
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Q kay. To 1707

A A m ni rum charge of 170.

Q kay. And did the Conpany raise its rates in
January of 20197

A Well, they started the discussion on the board
I n January of -- | don't renenber exactly what nonth
that rate went into effect, but they raised it to 156,
nore or |ess,

Q And that is the rate increase that we're here
about today. Right?

A That's correct.

Q Whi ch was effective in March of 2020. Right?

A Yes, | think that's right.

Q What steps, if any, were taken by the board
during 2019 -- after it received these conclusions from
M. Smth, what steps were taken by the board to contain
expenses pending their consideration of a rate increase?

A Well, the inpetus for the increase was paying
for the lawsuit that had been brought against it, so |
can't speak for the board's thought process there. M ne
was, it was a matter of coping with the suits. And so
we operate -- you have to understand that as a snall
utility wwth a limted nunber of ratepayers, if we

produced water for our custoners froma well, then on an

expense scale of 1 to 10 that m ght be a 2, but we take
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wat er out of Lake Travis. W have a full-blown water
treatnment plant that's a 9 or a 10 on that scale, and so
for us to function at all we are always econom zi ng and
m ni m zi ng our expenses.

Q M. Burriss, | don't nean to interrupt you, and
"' m happy for you to continue, if the Judges want you
to. That's really not what |'m asking.

What |'m hearing you tell ne is that in

January of 2019 a consultant said to the Conpany, in
order for you to keep operating, you need to raise your
rates to $170. Right?

A Correct.

Q And the conpany didn't do that until March of
2020. Right?

A Well, it takes sone tinme to follow the PUC
rules to enact a rate increase.

Q M. Burriss, I'"'mjust trying to establish the
timng here.

The board did not inplenent a rate

i ncrease until March of 2020. Correct?

A Yes.

Q In the neantine, the system needed to be
operated. Correct?

A Ri ght .

Q In the neantine, they kept on paying their
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| egal fees. Right?

A Well, we did not pay all of them W worked
out an arrangenent with the law firmto allow us to pay
a mnimum portion of those |egal fees.

Q Let me ask it this way: Every nonth of that
time period between January of 2019 and March of 2020,
every single nonth, there were invoices that cane in
that reflected anounts that the Conpany had been
commtted to pay to lawers for these | awsuits.
Correct?

A They were commtted to pay for those expenses,
yes.

Q And those continued to cone in every single
nmonth during -- after the tine that M. Smth said
you' ve got to raise your rates to $170 for the next
year. Right?

A Ri ght .

Q Ckay. Were any steps at all taken to curb or
contain the |l egal costs that the conpany was bei ng
commtted to pay for during the tine period after
January 20197

A | can't answer that. The relationship with the
law firmand all of its facets are the responsibility of

the board, not ne. So | can't --

Q Fair enough. Fair enough. That's all you've
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got to tell nme is you don't know. It's a fair answer.
If |I understand it correctly, you were
with the Conpany in sone capacity when the Conpany
operated its wastewater treatnent plant over in the
airport. |Is that right?
A |"'msorry. | didn't understand that.
Q Yes, sir. You were with the Conpany when it --

during the tine that it operated its wastewater

treatment facility over in the airport property. |Is
that right?
A Yes, that's correct.

Q kay. This was land that was kind of in the
m ddl e of the Spicewood Airport along the taxiway that's
known as Piper Lane. Right.

A Yeah, that's right.

M5. KATZ: Your Honor, I'mgoing to -- |I'm
going to object at this point to rel evance and al so
referring to the Prelimnary Order List of Issues,
out si de the scope of those issues, this |line of
guesti oni ng.

JUDGE SI ANO. And, Ms. Katz, you're
referring specifically to the | and sale issue?

M5. KATZ: Yes, Your Honor, and the
specifics regarding that litigation that | believe that

Ms. Allen is starting to go into.
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JUDGE SI ANO  Response?

M5. ALLEN:  Your Honor, | think there's
6. 19 acres of surplus property sitting over there that's
owned by the Conpany --

JUDGE SIANG  No, not going -- not going
to take it -- just why you think this is relevant.

M5. ALLEN: Because this is a witness with
personal know edge of the conpany's property that's
still silting over there, and I1'd |like to get that
knowl edge out from sonebody who really knows about it.

M5. KATZ: Your Honor, again, this is not
rel evant to any of the issues listed in the Prelimnary
Order that, Your Honor, nentioned in the beginning of
t hi s heari ng.

JUDGE SIANO Any rel evance appears to be
extrenely attenuat ed.

"Il sustain the objection.

M5. KATZ: Thank you, Your Honor.

M5. ALLEN: Your Honor, may | ask at this
juncture, just so | do it correctly, when is it that you
would like a bill nade on things like this?

JUDCGE SIANO  You want to nmake an O fer of
Pr oof ?

M5. ALLEN: Yes. But not -- | don't --

not now. Wenever you tell ne that it's all right. |
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just would like to plan for that.

JUDGE SIANO.  You want to make an O fer of
Proof as to what this witness would say or what you
had -- that |line of testinony would --

M5. ALLEN: Yes, Your Honor, | would |ike
to nake an O fer of Proof as to the Conpany's asset in
the airport today or -- today, yes.

JUDGE SIANO Al right. Are there any
time constraints with respect to this wtness's
availability, M. Katz?

M5. KATZ: No, Your Honor.

JUDGE SIANO (Ckay. So we do have sone
W tnesses that are sonewhat constrained, so we can take
that up -- | want to nake sure -- let's see.

Ms. Mauldin has a limtation. Right?

M5. KATZ: Yes, Your Honor. Ms. Mauldin
and M. Nel son.

JUDGE SIANO Ckay. So where we can fit
it in wthin those paraneters, so let's go ahead and
finish with this witness and then if we need to bring
hi m back for that or -- well, the Ofer of Proof is --
you can tell me what you think the evidence would show,
and | don't think we need this w tness back for that.
So we'll fit it in, but you'll need to rem nd ne.

Q (BY M. ALLEN) Ckay. M. Burriss, there are a
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series of questions that | need to ask you that you nmay
or may not be allowed to answer so let's give a mnute
and make sure that it's appropriate.

| want you to understand before | ask you
that | am not asking you about who was right and who was
wrong. | am asking you only about what happened.

Are you with ne?

A Yes.

Q Your direct testinony states that you were the
one who constructed the new wastewat er treatnent plant.
s that right?

A Correct.

Q The new wastewater treatnent plant cost the
rat epayers what? How nuch?

A $900, 000.

Q $900, 0007

A Ri ght .

Q More than half of that was financed. Correct?

A Yes.

Q Sone portion was paid with reserve noni es.
Correct?

A Correct.
Q You were with the Conpany when the board nmade
the decision to relocate the plant. Correct?

A Correct.
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Q And one of the reasons why the board rel ocated
the plant instead of reconstructing the plant was
because the airport property would then be freed up to
sell. Correct?

A Yes.

Q You were with the Conpany when the board
approved the sale of a portion of the surplus property
to Ms. Martin. Correct?

A Yes.

Q You were actually in the room when the board
made that decision. Correct?

A | think that's correct.

M5. KATZ: Your Honor, |'mgoing to object
as to relevance again. This is outside the scope of not
only his testinony -- in direct testinony, but also
outside the scope of the list of issues in the
Prelimnary Order.

JUDGE SIANO.  Well, he doesn't need to
have testified to it for it to be subject to
Cross-exam nati on.

But as to relevance, Ms. Allen, | think
we're sort of back to where we were a nonent ago.

M5. ALLEN:  Your Honor, | will respect, of
course, whatever ruling this panel nmakes. But it is

I nportant, it seens, to the Ratepayers, not that this
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tribunal try to ascertain who was right or wong, but to
understand the context in which this dispute arose and
why it was that nenbers were concerned about it.
Soneone is going to have to eval uate the reasonabl eness
of the board's response to it and it seens to ne that
it's going to be awfully difficult to eval uate whet her
the response was reasonable if you have no infornmation
about what happened to precipitate it. That's ny only
point. | amnot trying to ask this tribunal to say who
Is right and who is wong. You just need to know what
happened.

M5. KATZ: Your Honor, this proceeding is
focused on the rates only. The reasonabl eness of the
rates, not the -- what happened in a board neeting, not
what happened i n executive session in a board neeting,
not, you know, all this conjecture that Ms. Allen is
trying to elicit fromM. Burriss. This proceeding is
very focused on the rates and the reasonabl eness of the
rates thensel ves.

JUDGE SIANO So --

MS. ALLEN.  Your Honor -- I'msorry. o
ahead.

JUDCGE SIANO So, Ms. Allen, the
eval uation of the rates does not necessarily depend upon

t he board's deci sion. It made its deci sion based on
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what it did, but it's -- this is a hearing de novo and
so we are free to -- if they support the rates, based
upon anot her decision. So it doesn't depend on what the
board decided. | think we are getting sonewhat beyond
t he scope discussing the details of these neetings.

So I'll give you a little bit of room but
| want you to keep it |limted, and | may stop you. o
ahead.

Q (BY M5. ALLEN) M. Burriss, the transaction
that seenms to have precipitated all of this was a sale
of surplus property of the Conpany. |Is that right.

A Yes.

Q All | want to get tois: Can you help us to
confirmthat it didn't have anything to do with the way
the wastewater treatnent plant was operating or the
| evel of service or whether the Conpany's system was
conpliant, didn't have anything to do with any of those
| ssues. Right?

A Certainly not. | nean, the reasons for
bui |l di ng the new wastewater plant in the first place is
because the existing wastewater plant was del api dat ed
and nore expensive to maintain and repair than to nove
the plant and build a new one.

Q And | appreciate that, but all | really want to

be sure that we understand is this dispute involved the
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sale of extra land that was not being used for
operations. Right?

A That's correct.

Q And the decision by the directors of the
conpany whet her and on what terns to sell it. Correct?

A | don't --

( Si mul t aneous di scussi on)

M5. KATZ: Your Honor, |'mgoing to object
again. This is irrelevant. You've ruled on the |and
and the details regarding the | and previously and |
woul d renew ny obj ecti on.

JUDGE SI ANG  Sust ai ned.

Q (BY M. ALLEN) You were with the Conpany in
sonme capacity or other when the TOVA Integrity |awsuit
was filed on Decenber 12th of 2017. Right?

A Yes.

Q Did you | earn about that |awsuit around the
time that it was filed?

M5. KATZ: Your Honor, I'mgoing to
object. | understand this may be premature, but |
believe that Ms. Allen is going to go down a |line of
guestioning simlar to the line of questioning
concerning the sale of |and which would be to inquire as
to the details of an outside litigation natter, which is

not relevant to this case.
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M5. ALLEN:  Your Honor, if | understand
Question 8 of the Prelimnary Order, the only issue in
this case is whether or not these outside | egal expenses
related to defending these |awsuits are expenses that
can be included in the rates. That's No. 8. That is
the only issue in the case. | just don't know how on
earth to help this panel or the Comm ssion to decide
t hat question unless it understands what those | awsuits
wer e about .

MS5. MAULDI N: Your Honor ?

JUDCGE SI ANO Go ahead.

M5. MAULDIN:  Thank you. Your Honor, |
woul d direct you to Order No. 9 where, Your Honor,
specifically states regarding an objection that was
overruled regarding Ms. Allen's testinony, in fact.
However, in Order No. 9, under Section B, it stated that
the ALJs agree that the details of prior litigation are
not necessarily relevant to the issues in this
pr oceedi ng.

These are the exact matters that we were
obj ecting to.

M5. ALLEN:  Your Honor, this board is
portraying itself as a bystander, as sonebody who was
m nding its own business --

( Si mul t aneous di scussi on)
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JUDGE SI ANO M. Allen.

M5. ALLEN. -- when it was hit by a stray
punch, and the panel needs to understand what happened.

JUDGE SIANO So wth respect to issue
No. 8, we can ask -- we can answer -- | read that to ask
whet her those | egal expenses are included in the rates
and what amount. And what, Ms. Allen, you're saying
that the details of that litigation bears on the
reasonabl eness of the rates?

M5. ALLEN: No, Your Honor. |'m saying
that at the mninum in order to try to answer those
guestions, we need to know, for exanple, when did the
| awsuit start, so that we can, then, say, okay, what
rates, what | egal expenses were there after the tine
this awsuit started. | don't know how we assess that
unl ess we know when it start ed.

JUDGE SIANO Ckay. And that certainly
bears on whether or not that information was avail able
to the board at the tine it nmade its decision. |'IlI
all ow you to ask questions regarding the timng of the
| awsuits. Go ahead.

Q (BY M5. ALLEN) | think that M. Burriss had
already told nme he was with the Conpany when the | awsuit
was filed Decenber 12th of 2017 and that he | earned

about 1t at or near that tine.
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But, M. Burriss, you want to just nake
sure that |'ve got that right?

A Wll, | learned about it after it was filed.
You know, it was a topic of conversation in the
communi ty.

Q Ckay. There was -- and naybe you know this and
maybe you don't know this.

But do you know whet her or not the Conpany
asked one or another of its insurance carriers to pay
t he expenses associated with that |awsuit?

A | know that they inquired of the insurance
conpany to see if they would. | was part of that
conversation, but | don't know exactly what ensued at
that point. |In other words, | didn't continue the
di scussion with the insurance conpany.

Q O course not. But you do know because you're
t he one who watches the financials that the insurance
conpany did not pick up those expenses. Right?

A Yes.

Q The Conpany picked up those expenses. R ght?

A Yes.

Q Did you have any invol venent with the attorneys
I n connection with the defense of the TOVA [itigation?

A VWell, when the board was contenplating selling

t hat property, which was a discussion, it was ongoi ng
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anong the board for two or three years. 1In fact, we had
tal ked for many years about the | ong-range plan to put
this --

M5. ALLEN:  Your Honor, | don't mnd that
M. Burriss tells us all about this. [It's not what |
asked himand | don't want to rankle you over the fact
that he's tal king about sonething different. |'m happy
for himto do it, but it's not what | asked him

JUDGE SIANG So, M. Burriss, for
pur poses of efficiency, just answer the question asked.
Go ahead.

A Coul d you repeat that question?

Q (BY M5. ALLEN) | can, sir. Dd you have any
I nvol venment with the attorneys concerning the defense or
the | egal expenses that were incurred in connection with
the TOVA [itigation?

A | only had a conversation with our attorney of
| ong-standing to see if the sale of the property was
legal. | was never a part of the conversation with the
attorneys in defense of the TOVA | awsuit.

Q kay. So if | understand you correctly, after
the TOVA awsuit was filed, there was a di scussion
anongst board nenbers about selling the extra property
that was still in the airport?

JUDGE SIANO. Ms. Allen --
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MS. ALLEN: Is that correct?

A We're tal king about two different things now
Q Ckay.
JUDGE SIANO Ms. Allen, | feel |ike we've
st rayed.
You were going to ask sone questions
regarding the timng of the lawsuits, and | feel I|ike
we're --

M5. ALLEN:. Okay. Fair enough.

Q (BY M. ALLEN) Were you with the Conpany when
Doubl e F Hangars, and ot her nenbers, filed a | awsuit
agai nst Dana Martin's conpany and the Burnet County
Conmm ssioner's Court over this |and transaction?

A The TOVA suit?

Q No, sir. That's exactly why | amtrying to
build this context. The TOVA lawsuit -- | think you
told us -- was filed in Decenber, 2017. |Is that right?

A Yes.

Q There was, then, a lawsuit that was filed by
Doubl e F Hangars agai nst Dana Martin's conpany in the
Burnet County Conm ssioner's Court. Are you famliar
with that?

A What was the date of that suit?

Q It was July of 2018.

A Well, to answer your question, | was with the
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Conpany t hen.

Q You were with the Conpany in July 20187

A Yes.

Q Did you know about the Double F | awsuit agai nst
Dana Martin's conpany in the Burnet County
Conmi ssioner's Court?

A Only in a very general hearsay context.

Q Ckay. Then I'mnot going to ask you any
further questions about that.

Were you with the Conpany when the board
decided that it needed to have a forensic appraisal of
the property that was in the airport?

A | was with the Conpany.

Q Are you famliar with that decision and action
by the board?

A No.

Q You're not. Did you know that it happened?

A Yes.

Q You knew t hat the board engaged the Bolton Firm

to conduct a forensic appraisal. Correct?
A Yes.
Q Did you see the forensic appraisal report of

Decenber, 2018?
A Bol t on Apprai sal ?
Q Yes, sir.
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M5. KATZ: Your Honor, |I'mgoing to object
again. | don't see howthis is relevant. Issue No. 8
is limted to were Wndernere Gaks outside | egal
expenses related to defending | awsuits included in the
rates appeals. That's a yes or no answer. And, if so,
what anounts of outside | egal expenses was included in
the rates appealed. That's a definitive answer that is
not being disputed. So I'mnot sure what this |line of
gquestioning has to do with Prelimnary Orders |ssue
No. 8 that Ms. Allen referred to or the tineline of
| awsui ts. Because she's tal king about an apprai sal
report at this point.

JUDGE SIANG M. Allen.

M5. ALLEN:  Your Honor, while the TOVA
| awsuit was pendi ng and while the conpany was payi ng
| egal expenses, it conmm ssioned a forensic appraisal
that | believe the Water Supply Conpany has put into
evi dence, and that appraisal -- the results of that
apprai sal were known to the board at the tinme that it
I ncreased these rates. \Wether it ought to be rel evant,
whet her it ought to have inpacted decision-making, is
sonething that's for you to decide, not ne.

My job is to make sure that you know what
was known to the board at the tine that it made this

decision, and that is what | amtrying to do.
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JUDCGE SI ANG  How woul d an appr ai sal
af fect the reasonabl eness of the rates?

M5. ALLEN. Because the rates depend on
t he reasonabl eness of the expenditures of attorneys'
fees on these |lawsuits. And what this evidence would
show is that the board itself in Decenber, 2018,
obtained its own appraisal that reflected that, in fact,
t he Conpany's property that it |ost was worth tw ce or
three tinmes what the director had paid for it. That was
I nformati on known to the Conpany at the tinme that it
approved the legal fees that are the basis for these
rat es.

If I understand it right, you're going to
be called upon to deci de whether these |legal fees are
just and reasonable, which I think translates into
whet her they were prudently incurred, and that's
separate and apart from whether or not they relate in
any way to the provision of water and wastewater service
for the custoners. So | think that its -- you need to
under stand what the board knew about the financial
| npact, recovering this property, versus continuing to
spend |l egal fees to prevent its recovery.

You don't know any of this because this
record has not been developed. |I'mnot -- it doesn't

matter to ne who is right or wong, what matters to ne
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I s what happened.

JUDCGE SIANG If this appraisal is in
evi dence, then you can refer to it in your closing
post - hearing briefs.

But wwth respect to this witness and as
phrased, | do not see the relevance and |I'l|l sustain the
obj ecti on.

M5. ALLEN. Al right.

Q (BY M5. ALLEN) Are you famliar with a couple
of demand letters that the Conpany had its attorney
prepare and send in early 2020 to Ms. Martin and to an
apprai ser, JimHnton -- not Bolton -- Hinton?

A | have never seen that letter. |'ve heard that
there was a letter but it would be second-hand
know edge.

Q Ckay. Then I'm not going to ask you about
t hi ngs that you don't know about.

Are you aware that there was a point in
time in the sumer of 2019 when nmenbers intervened in
the Double F lawsuit -- not TOVA -- Double F?

A Only second- hand know edge, nothing direct.

Q Did you see the lawsuit papers? D d you see a
copy of the l[awsuit?

A No.

Q Ckay. Do you recall when the TOVA | awsuit --
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TOVA -- was concl uded?

A You may nean after the Suprene Court refused to
hear it the second tine?

Q Whenever you think that the TOVA | awsuit was
concl uded?

A That's ny understanding. But, again, that's
not a legal opinion, that's just --

Q M. Burriss, please, please, understand |I'm

just asking for a tine, a tine, not a |egal opinion. |

want to know -- I'mtrying to ascertain from sonebody
who may or may not have know edge -- if you don't, just
tell ne.

When was the TOVA | awsuit concl uded?

A My understanding is that it was -- that the
conclusion of that suit was at the second refusal of the
State Suprene Court to hear it.

Q Do you recall the board sending around a
newsl etter that declared victory?

M5. KATZ: Your Honor, I'mgoing to
object. | have no idea howthat's relevant to this
case.

JUDCGE SI ANO  Sust ai ned.

Q (BY MS. ALLEN) Do you recall when it was that
the judgnment was entered in the TOVA | awsuit?

A | don't know. |"mnot sure | know how to
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answer that question. [|'mnot sure | understand exactly
what the thrust of the question is. | saw the decision

that the judge rendered after the first hearing in

Bur net .
Q Ckay.
A And | was aware of the successive hearings

t hrough the appellate courts and up to the Suprene Court
t hat upheld Judge Garrett's opi nion.

Q Do you know why it was that the conpany
continued to pay legal fees for the TOVA Integrity
litigation once it was concl uded?

M5. KATZ: Your Honor, |I'mgoing to object
to specul ati on.

M5. ALLEN:  Your Honor, | can't know what
he knows w t hout asking hi mwhat he knows.

JUDGE SIANO Well, if you know -- perhaps
If you -- Ms. Allen, what are you trying to devel op
her e?

M5. ALLEN:  Your Honor, the -- |ook, |
know you don't want to hear argunent from ne, but |
don't know how to explain nyself. The records reflect
t hat the Conpany continued to spend nobney in connection
wth the TOVA litigation after the TOVA |itigation was

over. | don't understand that. Maybe M. Burriss can

explain it to ne.
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JUDCGE SIANG Well, why don't you ask him
t hat question?

Q (BY Ms. ALLEN) M. Burriss, the records appear
to ne to suggest that the conpany continued to pay | egal
fees for the TOVA litigation after the TOVA litigation
was concluded. Do you have any explanation for that?

A Well, | can tell you what | know from ny
perspective. The board was not able to pay the total,
| egal invoices as they were received, so they had a
paynent plan so-to-speak. And so those paynents
continued long after the invoices had been issued by the
law firm

Q Let ne ask it this way: The records indicate
that the conpany continued to pay |awers to perform
| egal services in connection with the TOVA litigation
after the TOMA litigation was concl uded - -

(Si mul t aneous di scussi on)
M5. KATZ: Your Honor, this has been asked
and answer ed.

Q (BY M5. ALLEN) -- do you have any --

M5. KATZ: (bjection. Asked and answered,
several tines.
M5. ALLEN:  Your Honor, there was -- this

I s not asking about a paynment plan. This is asking

about invoices for the TOVA |itigation that refl ected
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| egal services perforned. This is not carrying forward
a payable. If he knows, we need to know.

JUDGE SIANG So it does not appear to ne
that he may be the nost appropriate witness for this.
And in the interest of efficiency, |I'mwondering if we
m ght be redirected to another witness that m ght be
able to answer these questions, if that's what you're
trying to devel op.

M5. ALLEN: | want nothing nore than to be
efficient, but this was the guy | thought who had
collected the financial information and so | thought
t hese questions were appropriately directed to him |If
he doesn't know, he doesn't know.

JUDGE SIANO COkay. M. Burriss, is there
another wtness that m ght be nore suitable for this
| i ne of questioning?

THE WTNESS: Well, Your Honor, |'ve tried
to explain that the I egal invoices were reviewd and
approved by a board nenber.

JUDCGE SIANG |'mjust asking whether
there's another w tness --

( Si nul t aneous di scussi on)

THE W TNESS:  Yes.

JUDGE SIANO -- that m ght better handle
t hese questions. And who is that?
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THE WTNESS: The treasurer and the
presi dent.
JUDGE SIANOG  So that woul d be
M. G nenez.
M5. ALLEN: M. G nenez.
JUDGE SIANO And is that the president?
M. Gnenez is the president. Correct?
THE WTNESS: Correct.
JUDGE SIANOG:  And the treasurer is who?
THE W TNESS: M. Nel son.
JUDGE SIANO M. Nel son.
THE WTNESS: M ke Nel son.
JUDGE SIANO Ckay. So in the interest of
efficiency, Ms. Allen, | suggested that you defer this
| ine of questioning for those w tnesses.
M5. ALLEN. | will be happy to do so.
JUDGE SI ANO  Ckay.
Q (BY M5. ALLEN) M. Burriss, there was a
di scussion, at least insofar as it's reflected in the
board m nutes, when the board nade its decision to raise
these rates, there was a discussion about whether or not
to |l evy an assessnent under the tariff.
Do you recall that?
M5. KATZ: (objection, Your Honor. This

calls for hearsay and rel evance.
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JUDGE SIANO Ms. Allen response?

M5. ALLEN:  Your Honor, our position is
that had there actually been an operating deficit, the
tariff i1s mandatory in that regard, and it requires that
there be an assessnent.

JUDGE SIANO Ckay. |I'mnot -- okay. So
the objection is to hearsay, so what's your response to
t hat ?

M5. ALLEN: Well, | didn't ask hi mwhat
was said. | can't even get there without asking himif
he knows about it.

JUDCGE SIANO (Ckay. So you're --

M5. ALLEN: | asked himif he knew about

JUDGE SIANO You're responding to the
rel evancy objection.

M5. ALLEN. | know we're going to get
there, so | thought I would be efficient.

JUDCGE SIANG (Ckay. M. Katz?

M5. KATZ: Your Honor, | believe that she
was referring to a discussion, so in a sense she was
testifying about a discussion that occurred and
referring to a discussion, she's eliciting testinony
about the results of that discussion and whether or not

sonet hi ng heard through a di scussion that happened
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outside of this hearing --

JUDGE SIANO. Al right. Well --

M5. KATZ: -- with other people, of
course, speaking during that discussion.

JUDGE SIANO Well, you can renew your
objection. But for now, it's overrul ed.

Go ahead, Ms. Allen.

Q (BY M5. ALLEN) M. Burriss, do you renenber
what | asked you? Let ne just go again. Let ne go
agai n.

The mnutes -- |I'Il just say this: The
Conpany's mnutes reflect there was a di scussion in
connection with the decision to raise the rates that are
on appeal right now There was a di scussion about
whet her or not to | evy an assessnent under the tariff.
My question to you is: Do you recall that
di scussi on bei ng had?

A You know, | was not directly involved in that
di scussion. That's really not ny role to decide how the
board woul d do that.

Q | hope not. But you might in your capacity as
General Manager have parti ci pated.

Did you participate in the discussion
about whether or not it was appropriate to | evy an

assessnent or raise rates?
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A No -- well, | don't recall that | was part of
t hat conversati on.

Q At the end of 2019, did the Conpany have a
deficit between its revenues that it had coll ected and
the costs it had incurred to provide water and
wast ewat er services to its custoners?

A | would have to refer to the P& for 2019.

Q And we wll do that, but so we can have your
gui dance as the man who operated the system what would
we | ook at on the P& to answer that question?

A Wel |, your question was did we have an
operating profit, so you would | ook at the bottomli ne.

Q Is it fair to say that none of the |egal
expenses that were incurred and included in these rates
were used for purposes of operating the water and
wast ewat er systenf

A Coul d you repeat that, please?

Q Yes, sir. Is it fair to say that the |egal
expenses that we're here about today that were included
in this rate increase, none of those | egal expenses --
excuse ne -- were used for purposes of, for exanple,
maki ng nore water flow through the systenf

A That's correct.

Q None of those nobnies were used for enhanci ng or

mai ntaining or repairing the wastewater system |[|s that
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right?
A That's correct.
Q None of those nonies were used for capital

| nprovenents for the system Correct?

A That's correct.

Q None of those nonies were used in any way for
pur poses of enabling the Conpany to operate its system
to provide water and wastewater services. Correct?

A That's correct.

Q Ckay.

JUDGE SIANO Ms. Allen, I'msorry to
i nterrupt you again. W've been at this for a while.
Per haps the nost inportant person in the roomis the
reporter, and | want to make sure that she's okay. |
suggest we take a 10-m nute break and then we can pick
back up at this point.

M5. ALLEN. Absolutely. So that would
bring us back at 11: 30.

MS. KATZ: 11:22.

M5. ALLEN. \Whatever tine you say. Thank
you.

JUDGE SIANO. Al right.

(Recess: 11:12 a.m to 11:22 a.m)

JUDGE SIANO Al right. Let's go back on

t he record.
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Ms. Allen.

(No response)

THE REPORTER:. Ms. Allen is nuted.

JUDGE SIANO You're on nute. You're
going to have to unnute.

MS. ALLEN. |I'msorry.

Q (BY M5. ALLEN) M. Burriss, before | let you
go, | just want to make sure that you and | have
comuni cat ed about this assessnment question and the
reason i s, because | don't want to find out |ater that
it's really a question that | should have addressed to
you and | wasn't clear with you. Al right? That's the
purpose. |'mnot harassing you.

Soif | can figure out howto do it,
want to show you the tariff provision I'mtrying to ask
you about and then just see whether you're the guy or
you're not the guy. Ckay? Let nme see if | can get it
done here.

So, M. Burriss, am| actually -- let's
see. Now, there. AmI| sharing ny screen with you to
show you Paragraph 11 of Section G of the tariff?

A Yes.

Q And |'m showi ng you the one fromthe tariff

dated February 11, 2020. The identical provision was in

the prior tariff. R ght?
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A Correct.

Q Ckay. And |I'mjust, again, asking you about
the things that are in your bailiw ck of operations.
And | want to focus in on the cost incident to the
operation of the system Ckay?

M5. KATZ: Your Honor -- would you -- |
guess | would just for clarification purposes, for the
record, would Ms. Allen please direct everybody to an
exhibit that has already been admtted so we can all
make sure that we're pointed in the right direction, and
If it's not one that's already been admtted, |et us
know.

M5. ALLEN: It is not one that has already
been admtted. |If anybody wants it admtted, |'m happy
for it to be admtted. I'msinply using it as a
denonstrative so that this witness can -- this w tness
and | can be sure that we are on the sane page about the
guesti on.

M5. KATZ: So, then, Your Honor, | would
object to this as hearsay. | believe that if Ms. Alen
wants to refer to something she woul d properly be asking
M. Burriss if he recalls X, Y, and Z, if he can recall
it witten in a certain docunent. |If he can't recall
It, then she would allow himto have a nonent to review

t hat docunment, and it wouldn't necessarily be a part of
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t he record.

JUDGE SIANOC Well, | --

M5. ALLEN: Your Honor, if | were offering
it into evidence, | would think all that would be well
taken, but |'m not.

JUDGE SIANO Okay. So far, what |'ve
heard, it's not objectionable, and overruled. |If
sonet hi ng el se devel ops, then you can | odge anot her
obj ecti on.

M5. KATZ: Thank you, Your Honor. | would
obj ect to hearsay because she's quoting a docunent.
Everything in that docunment is hearsay.

JUDGE SIANG  She may be quoting the

docunent she's asking with -- regarding his famliarity
with it, and so your -- it's overrul ed.
Go ahead, Ms. Allen.
Q (BY Ms. ALLEN) So M. Burriss, | just want to

make sure that you and | know what we're tal king about
here, and I'mfocusing in on costs incident to the
operation of the Corporation's system You're with ne
so far. Right?

A Yes.

Q Ckay. At the end of 2019, from your know edge
and perspective as the General Manager who handl ed t he

operations of the system was the -- was the total
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amount derived fromthe collection of the water or
wast ewat er charges insufficient for the paynent of all
costs incident to the operation of the systenf

A As | said, ny recollection is that it was about
a break-even year.

Q Ckay. And then just to close the loop on it so
t hat nobody says, "Cee, you should have talked with
M. Burriss about that," when the board was consi dering
the rate increase, did anyone inquire of you, "Cee,

M. Burriss, are the revenues fromcharges for service
sufficient or not to cover the costs incident to the
operation of the Corporation's systeni?

M5. KATZ: (Qbjection, Your Honor.
Question calls for hearsay. Did anybody state to you X,
Y, and Z

JUDGE SIANO.  Overruled. Answer the
guestion, M. Burriss.

A Yes, there was a discussion that | had with
James Smth with Texas Rural Water about the issue of
assessnents versus a rate increase. And the
understanding that | had was that we had about a
br eak-even year in 2019, but we could see that 2020 was
going to be a disaster, so far as the budget was
concerned. And the consensus was that the assessnent is

sonet hi ng that woul d take place at the end of 2020. W
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woul d al ready be insolvent by that point. So it was the
recommendati on of Texas Rural Water that we proceed with
a rate increase, rather than waiting until the end of
the follow ng year and cal cul ati ng an assessnent.

Q (BY M5. ALLEN) Gkay. Did you furnish any
i nformation that was an anount of costs incident to the
operation of the Corporation's systemin connection with
t he deci sion about the rate increase?

A Yes.

Q What information did you furnish about the
costs incident to the operation of the corporation's
syst enf?

A | supplied | egal expenses that were antici pated
which would be in addition to the test year for the rate
| ncrease of 2018. And, of course, | supplied to
M. Smth all of our financial information --

(Si mul t aneous di scussi on)

Q (BY M. ALLEN) Did you supply -- I'msorry.
didn't nean to interrupt you. You finish.

A Well, | supplied information for every year.

Q Did you supply to M. Smth the information
about the amount of |egal costs that the Conpany had
becone obligated to pay in 2019 but had not paid?

A Yes.

Q What information did you furnish?
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A | don't recall the exact nunber. M
recollection is that we owed 171,000 at that point.

Q The Conpany owed 171,000 at the end of 2019.
Do | have that right?

A Yes. And ny recollection -- and, you know, |
woul d need to refer to our financial reports but --

Q Ckay. Now - -

(Si mul t aneous di scussi on)

A -- but actually, the conversation was we woul d
need 250, 000 by the end of 2020.

Q (BY M5. ALLEN) Was there anyone, other than
you, who furnished information concerning antici pated
| egal expenses?

A Well, | provided all of the financial reports

that were prepared by our CPA, if that's what you're

aski ng ne.
Q No, sir. Wiat I'mreally wanting to know is,
where -- what were the sources of information that were

known to the board at the tinme that they approved this
rate increase fromwhich they obtained informtion
concerning anticipated |legal costs. | hear that you are
one of them

A Well, all of the financial information
originated with the CPA and | sinply gathered that and

presented it to the board.
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Q To the best of your know edge, was the board
furni shed with any other information concerning

anticipated | egal costs, besides what you've shared with

us?
A |"m sure there were.
Q Wll, do you know?
A No, | don't know.
Q Have you ever seen any record --

cont enpor aneous record suggesting that the board was
furni shed with any other information concerning
anticipated | egal costs?

A Al of the legal invoices were presented to the
board, and then the board instructed ne as to what part
of those invoices to pay, which | then relayed that
I nformation to the CPA and he prepared the checks.

Q All right. You' re not aware of any ot her
i nformation that the board had at the tine that it

approved the rate increase, other than what you' ve

shared with us. |Is that fair to say?
A Well, | wouldn't have any way of know ng
about - -

( Si nul t aneous di scussi on)
Q (BY MS. ALLEN) Yes, sir. You would know what
you' re aware of ?

A Yes, that's correct. | only know what |'m
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awar e of.

Q Is it fair to say that you're not aware of any
other information that the board had before it at the
time that it decided to raise these rates concerning
anticipated | egal costs, other than what you've shared
Wi th us?

A Yes, | wouldn't know about anything other than
what they had shared with ne.

Q Ckay. | have one | ast question.

M. Burriss -- well, one last topic.

Do you renenber that there was a
newsl etter that went out fromthe board that notified
peopl e about this rate increase?

M5. KATZ: Your Honor, |'m going to object
to relevance right here regarding notification in a
newsl etter.

JUDGE SIANO. Well, if it's notice -- are
we tal king about notice of a rate increase?

M5. ALLEN:  Your Honor, there was a
newsl etter that went out to the community notifying the

comrunity about this rate increase, and |I'm| ooking at

It. | want to know whether M. Burriss is famliar with
it, so l'll know whether | can ask hi m about it.
M5. MAULDIN. Ckay. |I'll wthdraw that

obj ection, Your Honor.
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JUDGE SI ANO. Go ahead.
M. Burriss, go ahead.

A | do renmenber that we issued the proper notices
and -- but | don't renenber the details and what was in
t hat nessage.

Q (BY M5. ALLEN) That's fair enough. That's a
perfectly fair answer. Let ne see if | can refresh your
nenory there. Hold on.

M. Burriss, |I'mhoping that you can now
see the January 28, 2020 newsletter. Can you see it?

A Sure.

Q Did you have anything to do with the
preparation of this newsletter, by the way? Do you need
to see the whole thing? |'mhappy to scroll it down, if
you |ike.

A No, that's fine.

Q You're famliar with this. Correct?

A Yes.

Q kay. And you can | ook at any part of it that
you' d like. M question just concerns the part that |
hi ghlighted and it says, "Qur legal bills are absorbing
avai |l abl e funds for the operation, naintenance, and
necessary upgrades to your water system”

Do you see that?

A Yes.
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Q Was that true?

A Absol utely.

Q By how nuch?

A | couldn't answer that. | would have to go
back to the financial reports to be accurate.

Q Di d anyone on the board ever provide you with
an expl anati on about why it was that their legal bills
wer e absorbing avail able funds for the operation,
mai nt enance, and necessary upgrades to the water systen?

A No.

Q Through today, has anybody furni shed you an
expl anati on of how that happened?

A NoO.

M5. ALLEN:  Your Honor, | pass the
W t ness.

JUDGE SIANO kay. | do have one
guestion for this w tness.

How many different neter sizes does the
syst em have?

THE W TNESS: One.

JUDGE SIANO Thank you. Let's see.
Ms. -- | guess it goes to Staff now.

Ms. Lander.

M5. LANDER: Staff has waived this

W tness. Thank you.
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JUDCGE SIANO Ckay. Al right. Thank
you.

Redirect, Ms. Katz.

M5. KATZ: No redirect, Your Honor.

JUDGE SIANO. Al right.

M5. ALLEN:  Your Honor, it would take
about 45 seconds, | think, to put this little snippit
about the other surplus property on the record in a
bill. Could we just get that over wth?

JUDGE SIANO I'mfine with that. Are you
anticipating examning this witness for that purpose or
are you just going to tell me what you think the
exam nati on woul d devel op?

M5. ALLEN: Typically, | would just ask
the witness, instead of trying to presune | knew what he
would say. But I'll do it any way you Iike.

JUDGE SIANO Well, I"'mnot going to

conpel this witness to testify what you think he would

say. SO --

M5. ALLEN: You've got a point.

JUDGE SIANG -- if you want to state --
and let's see. This should probably be set all in a

separate part of the record.
Ms. Giffin, are you able to -- if we do

an O fer of Proof -- take that up on a different --
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segnent that out on the record?
THE REPORTER: Yes, we do separate that

out and put it into a conpletely separate docunent.

JUDGE SIANO Ckay. M. Katz, do you have

any thoughts on how this should go? W'Il do this now,
If you think it can be done quickly, M. Allen.

M5. KATZ: Your Honor, I'm --

(Si mul t aneous di scussi on)

M5. ALLEN: | think so, Your Honor. [|I'm
ready to go.

JUDGE SIANO Ckay. One nonent. | want
to hear fromMs. Katz.

M5. KATZ: | don't necessarily have any
t houghts on which way it should go. | would agree with
Your Honor in that | would appreciate Ms. Allen letting
you know what she anticipates or thinks the w tness
woul d say versus asking the wtness hinself, what -- if
he agrees that he m ght say sone form of testinony on
the stand or elicit sonme sort of testinony through
asking those questions to him

However, | would still renew ny objection
regarding this specific topic as being irrelevant to
t hi s proceedi ng.

JUDGE SIANO Ckay. Well, she's about

to -- I'msorry. M. Alen, I'mfamliar with an offer
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of proof or -- perhaps it's Conm ssion nonencl ature
here, but is that the sane thing?

M5. ALLEN: Yes, Your Honor. And |I'm
happy to tell you exactly what | think he's going to
say, but | don't --

(Si mul t aneous di scussi on)

JUDCGE SIANO Ckay. Go ahead.

M5. ALLEN.: -- like | said, | wouldn't
presunme to put words in his nmouth. Wat | think he's
going to say is that at the tine --

JUDGE SI ANO.  \Whoa, whoa, whoa, we're not
ready for this yet. W're just setting it up.

M5. ALLEN:  Sorry.

JUDGE SIANO. Al right. So, Ms. Giffin,
are you ready for this Ofer of Proof.

THE REPORTER | am

(The foll owm ng pages, 86 through 92, are

Rat epayers O fer of Proof.)
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PRESENTATI ON ON BEHALF OF
W NDERMERE OAKS WATER SUPPLY CORPORATI ON ( CONTI NUED)

JUDGE SIANG And we'll go back on the
record.

Ms. Allen, | asked a question, and before
we | eave this witness, | want to give you a chance to
ask any further questions based on my question.

Did you have any that relates to the neter
Si zes?

(No response)

JUDCGE SIANO | asked this w tness what
neter sizes this systemhad. Do you have any questions
based on ny question?

M5. ALLEN:  Your Honor, may | ask the
W t ness, does the system have any naster neters?

JUDGE SI ANO.  Go ahead.

A W have several actually.

Q (BY M5. ALLEN) Where are those?

A Vell, we have a roll (Zoom audi o distortion)
wat er system We have neters in the treatnent plant
that track the processes of the treatnent plants and we
have a nmaster neter where the water |eaves the plant and
enters the distribution system

Q So who uses those naster neters?

A We use themfor internal control to track our
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wat er | oss.

Q Just one nonent, M. Burriss, | need to make
sure -- are there any -- is there any sharing of neters
on the systenf

A No.

M5. ALLEN: Al right. Your Honor, thank
you for that opportunity. | appreciate it.

Thank you, M. Burriss.

JUDGE SI ANO  Sure.

Ms. Katz, any redirect --

M5. KATZ: No, Your Honor.

JUDGE SIANO.  -- based on that?

M5. KATZ: No, Your Honor.

JUDCGE SI ANG  Thank you. M. Burriss,
you' re excused.

THE W TNESS: Thank you, Your Honor.

JUDGE SIANG Al right. W're comng up
at 12:00. At sone point we'll take a lurch break, but I
don't want to interfere with any efficiencies that m ght
be had or tine constraints.

Ms. Katz, did you want to take up
Ms. Maul din now or after |unch?

M5. KATZ: Yes, Your Honor. [|'m assum ng
this shouldn't take | ong, but you never know. But |

woul d I ove to get her started now, if that's possible.
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JUDGE SIANG I'mfine with that.

Ckay. Go ahead and call your w tness.

M5. KATZ: Thank you, Your Honor.

At this tinme Wndernere QOaks calls Jam e
Maul din to the stand.

JUDGE SIANO Ms. Maul din, please raise
your right hand.

(Wtness sworn)

THE WTNESS: | do.

JUDGE SIANO Al right. Proceed.

JAM E MAULDI N,
havi ng been first duly sworn, testified as foll ows:
DI RECT EXAM NATI ON

BY M5, KATZ:

Q Good norni ng, M. Maul din.

A Good nor ni ng.

Q Ms. Maul din, do you have a copy of what's been
previously marked as Exhibits WOASC 4, 5, and 6 in front
of you, which is a copy of your testinony, including
bot h suppl enent al s?

A | do.

Q And are these true and correct copies of the
prefiled testinony in this case?

A They are.

Q And if we were to ask you the questions
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presented in this docunent to you, would the answers
still be the sane as what's contained in your testinony?

A Yes.

M5. KATZ: Wth this exhibit already in
the record, Wndernere Oaks passes the w tness for
Cross-exam nation.

JUDCGE SIANG M. Allen.

CROSS- EXAM NATI ON
BY Ms. ALLEN:

Q Ms. Maul din, hang on one second. | know |'m
probably nuted. Hold on.

kay. Ms. Maul din, can you hear ne okay?

A | can.

Q Ckay. Geat. Can you tell us whether the
rates that are being appeal ed fromwere determ ned based
upon all of the expenses that the Conpany either paid or
i ncurred for work done in 20197

A | amonly here to testify about ny direct
testinmony, which is the rate case expenses in this case.

MS. KATZ: Yeah, Your Honor -- thanks,

Ms. Maul din. Your Honor, | would be objecting to this
guestion. It's outside the scope of her testinony.

Ms. Mauldin is here only to testify as far as rate case
expenses, not expenses in all of the cases at hand.

JUDGE SIANG Well, | understand that.
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Cross-exam nation is w de open. She can answer that
guesti on.

Ms. Allen -- or Ms. Mauldin, go ahead and
answer the question.

A Can you ask the question again? |'msorry.

Q (BY M5. ALLEN) Yes, ma'am Do you know
whet her the rates that are being appealed from for which
you're trying to get expenses for the appeal, whether
those rates were cal culated on the basis of all of the
expenses that the Conpany paid or incurred for services
during 2019?

JUDGE SIANG |I'msorry. Maybe |
m sunder stood the question initially.

"Il sustain the objection.

M5. ALLEN: Fair enough.

Q (BY M5. ALLEN) Ms. Mauldin, did you provide
the board with any sort of -- for lack of a better
word -- | egal budget for what this rate appeal would
| i kely cost the conpany?

A At certain tinmes throughout the | ast year-and-a
half while this case has been pending, | have provided
estimates to M. G nenez and M. Nelson. Wether or not
they took that to the board, I am-- | don't know.

Q So just so that I'mclear: The board did not

request or require you to furnish any sort of budget
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when you were engaged for this work. |Is that fair to
say?

A If they did, | do not recall.

Q And you can can't recall having ever furnished
a budget. Is that right?

A | have definitely furnished estimates to

conplete this proceeding with various outcones and --
but | don't recall when exactly those estinates were
provi ded.

Q Okay. You did not undertake to try to
determ ne whether the rates that are being appeal ed from
were just and reasonable. |Is that fair to say?

A | would say that | was hired to defend the
Water Supply Corp in the rate appeal.

Q So can you answer ny question?

A Can you repeat the question?

M5. ALLEN. ©Ms. Giffin, could you read
back the question, please, nmr'am
(The record was read as requested.)

Q (BY M5. ALLEN) | think what | neant to say
was: Did you undertake to determ ne whether or not the
rates being appealed fromare just and reasonabl e?

A | would say in the course of ny representation

| have evaluated the rates that are bei ng appeal ed.

Q What eval uati on have you nmde?
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M5. KATZ: Your Honor, |I'mgoing to object
to rel evance.

JUDGE SI ANG  Sust ai ned.

Q (BY M5. ALLEN) Have you eval uated any of the
| egal fees that are included within the rates being
appeal ed fromin order to ascertain whether or not they
are reasonabl e expenses of operation?

M5. KATZ: Your Honor, |'mgoing to object
to rel evance agai n.

JUDGE SI ANO  Response?

M5. ALLEN:  Your Honor, | nean, | can't
know wi t hout asking, but it seens to ne that if
eval uati ons were nade that suggested that these expenses
were not reasonabl e operating expenses, then that should
have infornmed the strategy and therefore the | evel of
expense of Conpany resources that would be allocated to
this effort.

M5. KATZ: Your Honor, | believe this line
of questioning is asking Ms. Maul din about her
assessnent of the case and attorney/client privileged
comruni cation regarding strategy. And | also don't
think it's relevant to this proceeding.

M5. ALLEN: Well, relevance | hear. But
once this wtness takes the stand, she does not have a

privil ege.

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com



© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

100

JUDGE SIANG  Well, | don't know if |
agree with you on that.
So your question, Ms. Allen, is whether or
not Ms. Maul din has nmade an i ndependent eval uation of
t he reasonabl eness of the | egal expenses that are the
subj ect of this appeal ?
M5. ALLEN: R ght. Whether they are --
whet her they are reasonabl e operating expenses, Yyes.
JUDGE SIANG | will allow that question.
A May | ask a clarifying question, M. Allen?
|"'mamsorry to ask you a question, but I'ma little
confused about the term "operating expenses” in this
manner. Are we tal king about utility operating expenses
or |l egal operating expenses?
Q (BY M5. ALLEN) Let ne rephrase.
Have you anal yzed the litigation expenses
that were included wwthin these rates to determ ne
whet her they are or are not costs incident to the

operation of the Corporation's water and wastewater

syst enf?
A | have reviewed the | egal expenses that were
included in this -- in the appeal ed rate, yes.

Q What eval uation did you nake to determ ne
whet her or not they were costs incident to the operation

of the Corporation's water and wastewater systenf
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A | determned that the utility needed to pay
t hese out standi ng | egal invoices.

Q Wy ?

A Because they are owed to the law firnms that
perfornmed the work for them

Q Ckay. So they are valid debts of the Conpany.
s that right?

A Sure.

Q You didn't evaluate whether or not it was

reasonabl e to have approved those expenditures. |[|s that
correct?

A As an attorney, | was hired to defend this rate
appeal. | reviewed the facts of the case, and | have
prepared a case defending the rate appeal. And |

bel i eve the testinony stands and speaks for itself.
Q Has anyone ever suggested to you that any of
t hese | egal costs were not approved by the board, in
ot her words, were unauthorized?
A No. Not that | recall.
Q Is it fair to say that the best that you know,
every one of the | egal expenses that are included in
t hese rates was approved by the board of directors?
A As far as | know.
M5. ALLEN: Nothing further, sir.
JUDGE SIANO Redirect? I'msorry. Let's
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see.

Did Staff have any questions?

M5. LANDER: No, Your Honor. Staff has
wai ved this wtness as well.

JUDCGE SIANO Okay. M. Katz?

M5. KATZ: | just have a few questions,
Your Honor .
JUDGE SI ANO. Go ahead.
REDI RECT EXAM NATI ON
BY MB. KATZ:

Q Ms. Mauldin, let's tal k about your specific
testinmony that you filed now.

Does Ll oyd Gosselink use | ower rates than
other law firms who provide simlar utility
representation?

A General |y speaki ng, yes.

Q Ckay. And have you billed consistently?

A Yes.

Q kay. And are -- what are your hourly rates?

A In this case, ny hourly late rate is $280. MW
normal hourly rate is $350 that | charge to other
clients.

Q Ckay. And generally speaking, what are rates
typically capped at in these types of cases?

A | believe the Comm ssion has a general cap of
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$550 an hour for outside | egal expenses.

Q So it's fair to say $280 is nuch | ess than
$5507?

A Yes.

Q And has your billing changed recently regardi ng
this case?

A Yes. As we have prepared for hearing, | have
begun to -- well, consistently throughout this case, |
have tried to rely on ny support staff and associates to
prepare a lot of the work in order to keep rate case
expenses down. And as of late, as we prepare for
hearing, | have been personally witing off a |lot of ny
time so as not to charge the Ratepayers.

Q Ckay. And the Ratepayers were pro se unti
about a week or two ago. |Is that right?

A Correct.

Q kay. And how did their nunber of pleadings

conpare to a typical rate appeal? Like, were they nore

t han normal, |ess than normal ?
A | would say in a typical rate appeal there
could be a I ot of pleadings but there were -- this has

been a very notion practice heavy proceeding, in ny
experi ence.

Q Ckay. And when -- as an attorney representing

the Water Supply Corporation, when you receive pl eadi ngs
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or notions, do you have a duty to respond to those?
A Yes, | do. | have a duty to represent and
defend ny client.

M5. KATZ: Ckay. Thank you, Ms. Maul din.

Pass the w tness.

JUDGE SIANO | have a questi on,

Ms. Mauldin. It looks likes this is your second

suppl ement and you're at right around $270 at this
point. Do you anticipate that that nunber wll increase
t hrough briefing and Conm ssion consideration?

THE WTNESS: Yes, Your Honor. The
| atest -- my second suppl enent was through |I believe the
end of Cctober so that -- to date, the rate cases
expenses do not include Novenber. And, yes, it wll
continue to incur expenses until this proceeding is
final and nonappeal abl e.

JUDGE SIANO And do you have an estinate
of what that will be?

THE WTNESS: | cannot say off the top of
ny head. | know | estimated | think at the end of
Cctober that it would probably cost us an additional
$100, 000 to go through hearing and briefing and the
exceptions, the whole process, to take it to final
decision at the Commi ssion. But that's subject to

change dependi ng on how nuch work we need to do.
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JUDGE SIANG I'msorry. |Is that $100, 000
on top of the 270 nunber, or is that on top of the
second supplenent -- | nean first suppl enent?

THE WTNESS: That would be on top of the
second suppl enent .

JUDGE SIANO So we're | ooking at
approxi mately 3707

THE WTNESS: | would say that's a fair
esti mat e.

JUDGE SIANG Al right. Thank you.

Any questions based on ny questions,
Ms. All en?

M5. ALLEN:  Your Honor, | do have just a
bit of re-cross. It's really based on Ms. Katz
guesti ons.

JUDGE SIANOG. That's fair. Go ahead.
RECROSS EXAM NATI ON
BY Ms. ALLEN:

Q Ms. Maul din, would you agree with nme that it is
not in the public interest for the Conpany's ratepayers
to pay the |l egal expenses incurred for this appeal if it
Is determned that the rates that their board set were
not just and reasonabl e?

M5. KATZ: Your Honor, I'magoing to

object. That's outside the scope of recross.
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JUDGE SI ANOG  Sust ai ned.

Q (BY M5. ALLEN) Ms. Mauldin, would you agree
with me that it is not good public policy to require the
rat epayers of this conpany to pay the costs that their
board has incurred in this appeal if it is determ ned
that the rates that their board set for them are not
just and reasonabl e?

M5. KATZ: Your Honor, I'magoing to
object. It's outside the scope of re-cross.
JUDGE SI ANOG  Sust ai ned.
Q (BY M5. ALLEN) Ms. Mauldin, do you represent

any other, what I'mgoing to call, smaller utilities?
A | do.
Q So that we can nmake a conparison, can you tel

us who they are?

A In ternms of small water utilities | represent
MSEC. | represent IntegraWater Texas. |'msure |
represent others that | can't think of off the top of ny
head.

Q Have you represented themin a rate proceeding

of this type?

A Not those clients, no.

Q kay. | should have asked you that. That's
what | intended to ask is whether you'd represented any
other smaller utilities in a rate appeal like this or a
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rate proceeding |ike this?

A | have represented the City of Austin in a rate
appeal .
Q You don't consider the Gty of Austin a small

utility, do you?
A | do not.
M5. ALLEN: Ckay. GCkay. Your Honor,

that's all | have. Thank you.

JUDGE SI ANO. Ms. Katz?

M5. KATZ: | have nothing further, Your
Honor .

JUDGE SIANO Al right. Thank you
Ms. Maul di n.

Well, | guess | should ask Staff.
Anyt hi ng?

M5. LANDER: No, Your Honor. Thank you.

JUDGE SIANO Al right. Thank you.

Ms. Maul din, you're excused.

THE W TNESS: Thank you.

JUDGE SIANO Okay. Well, that brings us
to lunch tinme, and let's see as far as the next
W tnesses -- where is ny list here? W have Joe G nenez
and M ke Nelson. MKke Nelson needs to testify this
afternoon. |Is that right?

M5. KATZ: Yes, yes, Your Honor.
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JUDCGE SIANO (Okay. Let's go off the
record. | just want to just tal k about sort of how
we're going to proceed here.

(Recess: 12:12 p.m to 12:50 p.m)

AFTERNOON SESSI ON
WEDNESDAY, DECEMBER 1, 2021
(12:50 p.m)

JUDGE SIANO Well, let's go back on the
record, and | believe we're taking up M ke Nel son.

M5. KATZ: Correct, Your Honor.

JUDGE SI ANO M. Katz.

M5. KATZ: Thank you, Your Honor. At this
time Wndernere Oaks calls M ke Nelson to the stand.

(Wtness sworn)

JUDGE SIANO Ckay. You're going to need
to speak up just a little bit.

THE W TNESS: Yes.

JUDGE SI ANO Thank you.

Ms. Kat z.

M5. KATZ: Thank you, Your Honor.

PRESENTATI ON ON BEHALF OF
W NDERMERE QAKS WATER SUPPLY CORPORATI ON ( CONTI NUED)
M KE NELSON,

havi ng been first duly sworn, testified as foll ows:
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DI RECT EXAM NATI ON
BY MS. KATZ:
Q Good norning -- good afternoon, M. Nel son.

(Laughter) W're in the afternoon now.

A Good afternoon.

Q Can you hear ne okay?

A Yes, | can.

Q kay. Geat. M. Nelson, do you have a copy

of what's been narked as Exhi bits WOABC 07, 08, and 107?

A My direct testinmony and ny rebuttal testinony?
Q And your errata?

A Yes.

Q Ckay. And are there any corrections or errors

you'd like to nake to your direct testinony, which is
on -- which is Exhibit WOASC 07, specifically on Page 7
and on Page 167
A Yes. So, on --
Q So, let's start wwth Page 7, M. Nel son.
A On Page 7, Line 21, it says: Wuat were the
results of --
( Si nul t aneous di scussi on)
M5. ALLEN. Ratepayers object to this
testinmony --
JUDGE SI ANO: Wit --
M5. ALLEN: -- on the sane basis as they
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objected to the untinely suppl enent, Your Honor.

JUDCGE SIANG |I'msorry. Let's -- which
page are we on?

M5. KATZ: Your Honor, we're on Page 7 of
M ke Nel son's direct testinony, which was nmarked as
W ndernere Caks Exhibit 7.

JUDGE SIANO Ckay. And | assune that
your |ine of questioning now pertains essentially to the
errata.

M5. KATZ: Yes, Your Honor, but | would --
yes, Your Honor. But since it wasn't admtted in whol e
and just in part, that's why | was referring to the
direct testinony rather than the errata.

JUDGE SI ANO Ckay. Ms. Allen, your
obj ection is overrul ed.

Go ahead.

Q (BY M5. KATZ) M. Nelson, on Page 7 what
| anguage needs to be corrected or revised?

A So, Line 21, the Question: Wat were the
results of the TRWA study? It should read: The TRWA
rate anal ysis used WOWSC s 2019 year-end financials and
determ ned a base water and wastewater rate of $174.59
usi ng 253 custoners.

Q Ckay. And on Page 16, what corrections or

revi sions do you have on that page from your direct
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testi nony?
A Yeah, | amscrolling there. So, on Line 4 --

M5. ALLEN:  Your Honor, just to nake sure
our record is clear, we object to this correction on the
sanme grounds that we objected to the untinely filed
suppl enent .

JUDGE SIANO. Ms. Katz, | believe we
al ready covered this page. Was there anything el se that
you were goi ng to address?

M5. KATZ: Your Honor, | was clarifying,
as far as what was changed, because |I was planni ng on
asking himif everything was true and correct in those
exhibits.

JUDGE SI ANO  Ckay.

M5. KATZ: And since it's not true and
correct, as far as the direct, that's where we were
clarifying the | anguage on Page 16 in Lines 8 through 9,
whi ch has been addressed in the errata, as well, but
that was not admitted at that tinme, and we were waiting
until M. Nelson was taken -- or took the stand.

JUDCGE SIANO (Ckay. Go ahead.

A So, on Line 4, the question: D d WOASC
experi ence any unusual costs or professional fees for

the period fromJanuary 2019 until the tine the rates

were adopted? And so, the answer is: Yes. As a result
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of the various |awsuits and inordi nate anmount of public
I nformati on act requests, WOASC pai d approxi mately
$171,337 in legal, accounting, and total contract
services costs in 2019, incurred approxinmately --

( Si mul t aneous di scussi on)

JUDGE SIANO So, I'mgoing to stop you
right there because now we're getting into what
Ms. Allen objected to.

Ms. Allen, you're going to have to unnute
your sel f.

M5. ALLEN: | have, Your Honor, and |
don't nean to belabor the point. But | object to this
new testinony on the sane grounds as | objected to the
unti nmely suppl enent.

JUDGE SIANO And your basis is that
there's -- it's surprise and --

M5. ALLEN: It is untinely, and there is
surprise and prejudice.

JUDGE SIANO.  So, Ms. Katz, this does seem
to go beyond a nere correction.

M5. KATZ: So, Your Honor, it's our
opinion that it's a clarification on the anount, and
M. Nelson, of course, will be available in cross for
Ms. Allen addressing any of that, of the questions that

she has.
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JUDCGE SIANO Okay. As | understand your
prior argunment, though, this information is -- well,
there's a cite toit. Right? The citation has not
changed. So, the information is in the workpapers.
Correct?

MS. KATZ: Correct, your Honor. Yes.

JUDGE SIANO Okay. I'mgoing to --

(Si mul t aneous di scussi on)

M5. KATZ: It's information that was
al ready provided. It was just a clarification on
speci fics.

JUDGE SIANO Ms. Allen, how do you
respond to that?

M5. ALLEN:  Your Honor, although | only
had 30 m nutes to check that, those nunbers still don't
add up. The work -- the quote/unquote "workpapers" do
not add up to the nunbers that are in his supplenent. |
don't know why. | could probably figure it out if | had
nore than 30 m nutes or even a day, but they don't. So,
I"'mat a bit of a loss with this |ast-m nute suppl enent
to try to figure out what it relates to and how to
manage it.

M5. KATZ: Well, Your Honor, this is
sinply a clarification, and it's ny understandi ng that

this is the tine where Ms. Allen would ask M. Nel son
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addi ti onal questions about those nunbers if she is
confused, and |I'm sure that he's happy to answer them
But we thought that we would clarify those nunbers
initially, specifically that there's an issue -- that
this issue is with the wording of paid and incurred.

JUDGE SIANO Ckay. Well -- okay. So,
If -- okay. So, if the correctionis -- okay. So, what
you're saying is that the 171 was paid, but there are
additional fees that were incurred? |Is that -- do |
under st and that?

THE W TNESS:  Yes.

M5. KATZ: Correct.

JUDGE SIANO (kay. So, the invoices are
I n evidence, and it's not junping out to ne where that
testinmony is. So, if you want to refer to it in your
cl osing argunent or if the door is open to it, then on
redirect, but I'll sustain the objection after 2019.
So, I'lIl allow the change fromincurred to paid on
Line 8, but the objection is sustained after 2019.

M5. KATZ: Understood, Your Honor. My |
proceed?

JUDGE SI ANO  You nay.

M5. KATZ: Thank you.

Q (BY M5. KATZ) M. Nelson, if we were to ask

you the sane questions presented in the docunents --
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t hose three docunents in front of you to you, would the
answers to those questions be the sane as what's
contained in your testinony other than what we have j ust
spoken about ?

A Yes.

Q Ckay.

M5. KATZ: Then, Your Honor, at this tinme
W nder nere Oaks passes the w tness.
JUDGE SIANO. Al right.
Ms. Allen.
M5. ALLEN: Thank you, Your Honor.
CROSS- EXAM NATI ON
BY M5. ALLEN:

Q M. Nelson, can you hear ne all right?

A Yes.

Q Thank you. So, I'mgoing to start right there.
You recall that the board put out a notice February 11
of 2020. Right?

A What notice are you referring to?

Q It was the notice of rate/tariff changes
effective March 23, 2020. Wuld it help you if | showed
it to you?

A Yes.

Q Ckay. Let nme see if | got it done, and I'I|

scroll it so that you can see it. Can you see it now?
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A Yes.
Q I"'mgoing to nmake it just a hair smaller so
that you can see a little nore of it, but I'll show you

any part of it you like. That's the limtation of
screen sharing. Can you satisfy yourself that you're
now | ooki ng at the notice that the Conpany sent when it
changed the rates?
A Yes.
M5. ALLEN: And this is Ratepayer
Exhi bit 01, Bates Page 5. And, Your Honor, | would

offer this page, and | would -- for clarity of the
record, | would offer this page as Ratepayer's 18.
JUDGE SIANO | assune there's no

objection to this being admtted, M. Katz? M only
concern is with the marking, and we don't have a way to
easily --

M5. KATZ: Right. Yeah --

JUDGE SIANO -- separate this out.

M5. ALLEN: Your Honor, here's ny
suggestion, what we've done in other cases: The marking
is sinply because if | were present, | would point to
it, but I'll furnish for the record a clean copy with no
hi ghlighting. |Is that acceptable?

JUDGE SIANG.  |'m not concerned about the

hi ghlighting. |'m concerned about -- that this marked
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Exhibit 1, Ratepayer Exhibit 1, to which there is an
objection. | understand it contains nore pages than
this, and | don't want it to be confused with the rest
of the exhibit.

M5. ALLEN. That's the reason | separated
It out and narked it separately as 18 so that it's crisp
and separate, and it can be ruled on all by itself.

JUDGE SI ANO  Ckay.

Ms. Sinon, do you have a copy of this
as -- that you can --

(Di scussion off the record)

JUDCGE SIANG (Okay. M. Katz, does this
docunent exi st anywhere else in the record?

M5. KATZ: |'m so confused, Your Honor.
|"'mtrying to figure that out because the | ast exhibit
|ist that we have from Ratepayers is only through 17,
and | understand Ms. Allen said she's separating this
and mar ki ng one page as 18.

JUDCGE SIANO This is Page 5 of Exhibit 1.

M5. ALLEN: Correct.

JUDGE SIANO.  And she wants to offer this
as a stand-al one exhibit.

(Brief pause)

JUDGE SIANO Let's go off the record for

a nmonent to figure out the mechanics of doing this.
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(Brief recess)

JUDGE SIANO W can go back on the
record.

Ms. Katz, any objections to Ratepayers
Exhi bit 18?

M5. KATZ: W have no objection to
Rat epayers new Exhibit 18, as long as it's of the
understanding that it's not inclusive of what's been
mar ked as Rat epayers Exhibit 1. They are separate and
two district exhibits. Correct?

JUDGE SI ANO Correct.

M5. KATZ: Ckay.

JUDGE SIANO Not admtting Exhibit 1 at
this time, and she's not offering it.

M5. KATZ: W have no objection, then.

JUDGE SIANO Okay. Ratepayers Exhibit 18
s adm tted.

(Exhi bit Ratepayers No. 18 adm tted)

Q (BY Ms. ALLEN) So, M. Nelson, it's ny
understandi ng that the Conpany is required -- when it
makes a rate change, it's required to notify its
custoners. |Is that right?

A | believe so.

Q And this is the notice that acconplished that.

Is that correct?
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A Yes.

Q Exhibit 18. GOkay. And in Exhibit 18 on
February 11 of 2020 the Conpany told its custoners that
the rate anal ysis considered all the operating expenses
we incurred, including the 169,000 in |legal fees. Do
you see that?

A Yes.

Q That was not true. Was it?

A | don't understand your question.

Q Haven't you just told us that the Conpany
incurred in the Year 2019 at |east 121,000 nore in |egal
costs?

A W paid the $169,000 in Year 2019. The Year
2019 financials were used in the rate analysis. So, the
$169,000 in legal fees was used in the rate anal ysis.
W incurred additional fees in work -- for work done in
2019 that was paid in 2020, as well as incurred
additional |egal expenses in 2020 prior to this rate
case, and that's what | was trying to correct in the
record.

Q Yest erday you sent a correction that said that
the WOASC i ncurred approximately 121,659 in | egal costs
in late 2019. Isn't that right?

A Yes.

Q Those incurred costs were not included for
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pur poses of the rate analysis. Correct?

A That is correct.

Q When the Conpany told its ratepayers the rate
anal ysis considered all of the operating expenses
I ncurred, that was not true. Was it?

A Again, | don't understand your question. W
used the expenses from Year 2019, which included all
operating expenses. So, yes, all operating expenses
wer e incl uded.

Q kay. Your new testinony is as follows: The
Conpany i ncurred approximately 121,659 in |egal costs in
| ate 2019. Are you with ne?

M5. KATZ: Your Honor, |'mgoing to object
to m scharacterization of testinony. |If you recall
this was not admtted yet, this portion. And so, if she
has a question regardi ng nunbers, then | would ask
Ms. Allen to ask himfirst about the nunbers and what
t hose nunbers shoul d be, and then nove on to nore
specific questions. But he didn't technically testify
to this yet. This wasn't included in what you admtted.
MS. ALLEN:  Your Honor --
( Si nul t aneous di scussi on)
JUDGE SI ANO  Sust ai ned.
Q (BY M5. ALLEN) When this board of directors

decided to raise these rates, it knew frominformtion
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that it had before it that the | egal expenses the
Conpany had incurred for 2019 was upwards of $250, 000.
Isn't that correct?

A " mnot sure | understand what you said. Are
you saying that on top of the 169 we paid here, plus the
121 incurred, that the 169 plus 121 is nore than 2507
Yes, that's correct.

Q M. Nelson, all | want to know fromyou is,
isn't it true that the board knew fromthe information
that was before it at the tine that it raised the rates
that the I egal costs on which the rate increase was
based that the total anmount incurred for 2019 was
upwar ds of 250, 0007?

A Again, the rate analysis used, used the anount
of legal fees paid in 2019. It was our understandi ng,
based off of guidance from TRWA, that we could only use
what was actually occurred in 2019 as far as paynents

go. So, we had to use our 2019 financials. That's what

we used.
Q Isn't it true --
A VWhat cane out of that was a water base rate of

$174, 000, and what we knew at the end of 2019 is that we
just received sone really high legal bills at the end of
2019. So, like the Novenber work we got in very late
Decenber, the Decenber work we didn't get billed for
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until January. And so we knew that we had paid all the
| egal bills or nost of themthrough Cctober work and not
t he Novenber - Decenber work, and so we knew that those
were quite high and would far exceed our cash flow

And so that's when we started discussing
what we woul d need to do, and with the | egal case just
starting to explode, the 48292 case where depositions
were just starting and we knew that that was going to
conti nue throughout 2020, that we needed to increase our
cash flow And we talked with our law firnms --

( Si nul t aneous di scussi on)

Q (BY Ms. ALLEN) M. Nelson, if the ALJ wants to
hear this, | am happy for you to tell him but |'m
| ooki ng for a nunber. My we --

(Si mul t aneous di scussi on)

A | just told you the nunber. | guess it's not
t he nunber you wanted to hear.

Q (BY M5. ALLEN) | am |l ooking for a nunber.

A Yes, it's 169 in |egal fees was used in the
rate anal ysi s.

Q Isn't it true that the Conpany becane obli gated
in 2019 to pay nore than $250,000 for |legal costs for
these two | awsuits?

A For those two |awsuits, no, that's not

accurate.
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Q Al right. Wat's the nunber?

A | don't know.

Q VWell, who does?

A You'd have to |l ook at all the different
billings. The legal fees include three different -- we

had two | awyers, our general counsel, and then we have
the TOVA and the 48292 --
(Si mul t aneous di scussi on)

Q (BY M5. ALLEN) And you're claimng that --

A -- and then we have Enoch Kever, which is the
48292 case.

Q (BY Ms. ALLEN) All right. 1Is it accurate that
the Conpany is claimng that nmany of the expenses that
were placed on its billings under General Counsel have
to do wth these | awsuits?

A There -- | guess in -- if you considered the
Pl A requests, that's true, but there were nmany ot her

general counsel issues in Year 20109.

Q But there's no way fromthe billings to
separate that out with any precision. Isn't that true?

A | don't know what you nean by it being precise.
So, | guess that's up to interpretation. | think we did

an esti nmat e.

Q There's no way to go through the billings and

i dentify tasks and hours and rates associated with
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di screte matters. 1Isn't that true?

A | reviewthe bills, and | recall there being
descri ptions and how many hours and who did that work in
those line itens. And | believe that's how the estimate
was rai sed.

Q There are entries on the invoices for the
account titled General Counsel that have directly to do
with matters in the TOVA Integrity lawsuit. Correct?

A Are you regarding to Pl A requests? Because our
general counsel --

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) Are you able to answer ny
guesti on?

A -- does not litigate the TOVA | awsuit.

JUDGE SIANG. Ms. Allen, we need to be
real ly careful about not tal king over each other.
The -- so, please wait until he's done, or --

M5. ALLEN: There's a little bit of a
del ay, but | apologize. And | will be nore careful.
JUDCGE SI ANG  Thank you.

Q (BY M. ALLEN) M. Nelson, are you able to

answer the question that | asked you?

A Wul d you repeat it, please?
Q You want ne to ask it agai n?
A Yes, please.
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Q Isn't it true there are entries on the invoices
under the matter General Counsel that have to do with

wor k that was performed in the TOVA Integrity |lawsuit?

A No, not that |'m aware of.

Q Ckay.

A The PI A requests work.

Q Isn't it true there are entries in the invoices

under the headi ng General Counsel that are for work done
in the lawsuit in which Rene Ffrench, Dick D al, and
Bruce Sorgen are the plaintiffs?

A Again, not that |'maware of, not General
Counsel. That's another -- that's another bill that we
get from LI oyd Gosseli nk.

Q You woul d agree with ne that there shouldn't be
entries in General Counsel for work that was done in the

TOMA Integrity lawsuit. Right?

A " m not aware of it.

Q There shouldn't be any. Isn't that right?
A | don't know.

Q You don't know whet her there should or there

shoul dn' t?

A Right. So, | don't knowif the TOVA | egal
counsel requested help fromthe general counsel on a
particular matter or not. | don't recall.

Q Ckay.
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A So, to say that that never happened, | don't
think is --

( Si nul t aneous di scussi on)

Q (BY MB. ALLEN) Oxay.

A It's a possibility. Right?

Q Isn't it true that the Conpany takes the
position that the public informati on requests that it
was having to deal with in 2019 were directly related to
the litigation?

A The PI A requests requested a lot of information
t hat was eventually used by you.

Q Oh, | think not, but let ne try nmy question
again. Doesn't the Conpany take the position that the
expenses in connection with the Public Information Act
requests are directly related to one of these |awsuits
or the other?

A No. We -- the Conpany takes the position that
the Pl A request was resubmtted, and we fulfilled it.
That's the position --

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) Do the --

A -- of the Conpany.

Q Do the charges for 2019 for the PIA requests

pertain to one lawsuit or another in the Conpany's view?

A They're PI A requests that we fulfilled.
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Q Can you answer ny question, M. Nelson?
A | don't know that the Corporation has a

Vi ewpoi nt or opinion on that. |'mnot aware of it.
Q Is it your testinony here today before this

panel that the Conpany does not take the position that
the PIA requests and the | egal fees associated with them
are directly related to one or the other of the two
| awsui t s?
M5. KATZ: Your Honor, this question has
been asked and answered several tines. M. Nelson
I ndi cated he wasn't sure.
JUDGE SI ANG  Sust ai ned.
Let's nove on
Q (BY MS. ALLEN) M. Nelson, | scrolled down on
the notice that the board sent to its custoners. Can
you see the bottomof it?
A Yes.
Q And it says to the custoners: The |legal fees
we were incurring far exceed the expenses necessary to
continue to provide clean drinking water and to

effectively treat our effluent. Do you see that?

A Yes.

Q Was that true?

A It was at that tine, yes.

Q How on earth did the board allow | egal expenses
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to exceed the costs to provide water and wast ewat er
services for the custoners?

A The wat er supply corporation was sued by TOVA
Integrity and then by Ffrench, D al, and Sorgen in the
48292 case and was defending itself.

Q Ckay. So, let's --

( Si mul t aneous di scussi on)

A And so that's how those | egal expenses were
I ncurred, was in defense of the Corporation that was
sued in both cases.

Q (BY M5. ALLEN) Let's work on that. W |earned
fromM. Burriss's testinony that the TOVA | awsuit was

filed in Decenber 2017. You were not on the board yet.

Were you?
A Correct.
Q M. Nel son?
A Correct.
Q Ckay. You're aware, though, fromyour |ater

service that the Conpany was unsuccessful in persuading
Its insurance carrier to cover the costs for that
litigation. Right?

A Correct.

Q Ckay. You were on the board and were the
secretary-treasurer when the original petition was filed

in the Double F lawsuit. Correct.
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A Yeah, | was secretary-treasurer when the
Double F lawsuit was filed. Yes.

Q The Double F lawsuit was fil ed agai nst Dana
Martin's Conpany in the Burnet County Conm ssioners
Court. Right?

A | don't know. | assune so.

Q Did the Conpany spend noney on the Double F
| awsuit in July of 20187

A | don't know.

Q Did the Conpany spend noney on the Double F
| awsuit in August of 2018?

A I"mtrying to renenber when the Water Supply
Corporation was enjoined into that lawsuit. |'m
thinking it was May 2019 for 48292. So, that would
require sone legal work in May or June. So, June work
would get billed in July, get paid in July or August.
So, roughly, yes.

Q I n-between -- let's see. Let ne get ny dates
right. In-between July 9th of 2018, when the Double F
| awsuit was filed, and May 14th of 2019, when an
intervention was filed that naned the Conpany, did the

Conpany pay any |egal costs for the Double F | awsuit?

A Not that |'m aware of.
Q It shouldn't have. Should it?
A Not that |'m aware of.
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Q Okay. After the Double F lawsuit -- well, let
me back up. Do you have an understandi ng of what the
Doubl e F lawsuit was about when it was fil ed?

A | | earned about it after.

Q You | earned about it when after?

A | don't recall

Q Ckay. But you do know the Double F | awsuit was
filed in July of 2018. Correct?

A | did not know the date.

Q Do you need to see the pl eadi ng?
A No.

Q Ckay.

JUDGE SIANG M. Allen, we're spending a
|l ot of tinme on the dates, and |I'm not sure that the
exact date is -- has a strong bearing on the justness
and reasonabl eness of the rates.

M5. ALLEN: Ckay. [|'mnow -- just -- Your
Honor, just by way of explanation, |'mreally now
wor ki ng nore on the reasonabl eness of the expenses that
are the basis for those rates. But | hear you, and I'|
nmove on

Q (BY M5. ALLEN) M. Nelson, you were on the
board and you were secretary-treasurer at the tine that
t he Conpany decided to have a forensic appraisal done.

Ri ght ?
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A
Q

Yes.
That was - -

JUDGE SIANO M. Nelson, you're going to

need to speak up a little bit.

mn yeS" ?

Q

THE W TNESS: (kay.
JUDGE SIANO Was that a -- did you answer

THE W TNESS: Yes, | did.
JUDGE SI ANO  Ckay.
Go ahead, Ms. Allen.
(BY M5. ALLEN) The forensic appraisal

reflected that the properties that had been sold to

Martin for $200, 000 was worth $700, 000 at the tine. s

that right?

A

The Bol ton appraisal, yes.

Q Yes. That was the appraisal the board had
ordered. Right?

A Yes.

Q Okay. And that report cane out in Decenber of
2018. Right?

A Yes.

Q And the board published it to the nenbership.
Correct?

A | believe so, yes.

Q The board decided to have its | awer do a | egal
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anal ysis and prepare a denand letter. Correct?

A Yes.

Q Actually, two demand letters. Right?

A | believe so.

Q One to Ms. Martin and her Conpany and one to
M. Hinton, who had provided an appraisal years ago.
Ri ght ?

A Yes.

Q You participated in that effort, and you

approved those letters. D d you not?

A Yes.

Q And they outlined all manner of w ongful
conduct in connection with that transaction. Isn't that
right?

M5. KATZ: Your Honor, |'mgoing to object
to rel evance.
JUDGE SI ANOG  Sust ai ned.

Q (BY M5. ALLEN) At the tine the board deci ded
to approve the paynent of |egal expenses to oppose
relief inthe TOVA Integrity lawsuit, its | awers had
witten a demand letter to Dana Martin and to M. Hinton
that outlined all manner of wongful conduct. Isn't
that right?

M5. KATZ: Your Honor, |'mgoing to object

to rel evance again. None of this has anything to do
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with the list of issues in the prelimnary order. These
speci fic questions don't address any of these questions,
of these Issues 1 through 11.

JUDCGE SI ANO  Sust ai ned.

M5. ALLEN:  Your Honor, | thought that
this panel was supposed to anal yze whether or not the
| egal expenses, thenselves, were prudent and reasonabl e,
and it seens to ne that it's pertinent to know what the
board knew when it was approving them That is the only
effort that | have here.

M5. KATZ: Your Honor, she's getting into
the details of each case and | aying out the foundation
of each case and minutia that have nothing to do with
whet her the rates that the board determ ned and approved
wer e reasonable or not, which is the substance of this
pr oceedi ng.

JUDGE SIANO Ms. Allen, your line of
guestioning is going beyond -- in the details that don't
pertain to the issues at hand.

M5. ALLEN: Al right.

Q (BY M5. ALLEN) M. Nelson, you know why the
Conpany was | ater naned in the Double F lawsuit. Don't
you?

A No.

Q You know why the directors were |ater naned in
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the Double F lawsuit. Don't you?

A | have -- no, nobody's ever actually told ne.
| have ny own --

( Si nul t aneous di scussi on)

A -- suspicions.

Q (BY M5. ALLEN) Isn't it true that it was
because the board had an appraisal that reflected an
unfair transaction and it had a | egal anal ysis that
refl ected wongful conduct and it did not act on then?

M5. KATZ: Your Honor, once again, I'm
going to renew ny objection as far as rel evance, as well
as M. Nel son already answered her question that he
wasn't sure.

JUDGE SI ANO  Sust ai ned.

Q (BY M5. ALLEN) Is it true that at the tinme the
Conpany and the directors were naned as parties in the
Doubl e F lawsuit, the Conpany's board of directors had
the Bolton appraisal reflecting a gross disparity in
val ue and consideration, and it had its own attorney's
| egal anal ysis of the wongful conduct before it?

M5. KATZ: Your Honor, I'mgoing to
object. She's trying to litigate the underlying
matters. There's other litigation going on at this
time, and | would ask Your Honor to please rem nd

Ms. Allen that you've sustained the previous objections
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so we don't have to keep doing this over and over again.

"' m happy to, but I'mgoing to object again for the sane

reasons.
JUDCGE SI ANG  Ckay.
Ms. Allen, we're spending a lot of time on
this, and we need to nove on. Ckay? So, |'m sustaining

t he objection, and we don't need to go into those
details here.

M5. ALLEN:  And, Your Honor, once again,
sinply procedurally, my we reserve tine with M. Nel son
at the conclusion so that | can nmake ny offer of proof?

JUDGE SIANO If there's tinme. MW
understanding is that he has sone constraints. So, if
there's tine. You can -- in ny view, we don't need the
witness for the offer of proof. You can tell ne what
you think the evidence woul d show.

M5. ALLEN. Ckay.

JUDGE SIANO So, | will allow you to nmake
an of fer of proof.

Q (BY M5. ALLEN) The board did not pursue
Ms. Martin or her Conpany or M. Hinton after the demand
| etters were nmade. |s that correct?

M5. KATZ: Your Honor, |'m going to object
again. This is regarding details of litigation that

aren't within the scope of the issues listed in the
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prelimnary order.

JUDGE SI ANO So, yeah, Ms. Allen, please
nmove on

M5. ALLEN: So, that's a sustained?

JUDGE SI ANO  Sust ai ned.

M5. ALLEN. Ckay.

Q (BY M5. ALLEN) In May of 2019 there was a
petition and intervention filed in the Double F | awsuit.
Ri ght ?

JUDGE SIANG M. Allen, unless you can
tell me otherwise, this continues to delve into details
of these lawsuits in a way that | believe exceeds the
scope of what this hearing is about.

M5. ALLEN: | understand that, and with
respect, there's sinply nothing that I can do about
that. But sonebody, soneone at sone level is going to
want to understand whether the board of directors nade
good deci sions or bad decisions in approving these |egal
fees. Wat | amtal king about now has nothing to do
wth the nerits of either of these cases. It sinply has
to do with the decisions that the board of directors
made when it spent Conpany noney on these | awsuits.

Now, | can't know what the panel or the

Comm ssion would find inportant. So, all | can try to

do is develop the best record that | can about what the
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board knew when it did that, when it nmade those
decisions. So, I'mnot trying to tax the panel's
patience, but ny effort here is to nake sure there is
adequate information fromwhich to assess whet her these
expendi tures were prudent and reasonabl e.

Q (BY M5. ALLEN) M. Nelson, the intervention
that we just talked about made clear that it sought no
nonetary relief against the Conpany whatsoever. [Isn't

that true?

A | don't know.

Q Wul dn't that be inportant to know?

A | don't know.

Q In determning -- et me back up and ask you
this --

JUDGE SIANO: Ms. Allen --

Q (BY M. ALLEN) -- with regard --
JUDGE SIANO -- Ms. Allen, I'mgoing to
cut you off. If you want to take this up on your offer

of proof, then you can, but |I'm asking you to nove on.
This --

M5. ALLEN: Is there anything that the
panel would be interested in knowing in order to nake
t he determ nati on about whether or not the decision to
I ncur these | egal fees was prudent and reasonabl e?

JUDGE SI ANO It's a matter of burden of
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proof. If we agree that the Conpany has net its burden
of proof, then we side with them |If they haven't, then
we don't.

M5. KATZ: Well, | guess I'm-- you're
asking nme to nove along, and | want to accommobdate t hat
request. But |I'masking for a bit of guidance fromthe
panel about what information would be helpful to you
when you're later trying to assess whether the | egal
expenses that were paid were prudent and reasonable. |,
apparently, amon the wong track, and |I respect that.

JUDGE SIANO So --

M5. ALLEN. | want to get on the right
track.

JUDCGE SIANG -- if we get past the
t hreshold i ssue, then we nove on to whether the rates
are just and reasonable. And if -- and, certainly,
you're free to argue that these | egal expenses were not
reasonabl e, and we nay agree wth you. That's -- but
the | evel of detail that you're getting into, | believe,
exceeds the scope of what we need to nmake that
determ nation --

M5. ALLEN. Ckay.

JUDCGE SIANO -- of second guessing the

board's determination in very mnute ways. The

Comm ssion may di sagree with that, but you're welcone to
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make your offer of proof at the appropriate tine.

Q (BY MS. ALLEN) M. Nelson, let ne do it this
way, and we'll nove right along. GCkay? | amgoing to
share ny screen, | think, with you to show you the
petition in the Double F case.

M5. KATZ: Your Honor, before she
continues, this is exactly what you rul ed upon over the
past eight or nine mnutes. So, | wll save Ms. Allen
the breath and object right now to rel evance.

M5. ALLEN: Before she does that, may |
have the courtesy of being allowed to mark this as
Rat epayers Exhibit 19 and offering it into evidence?
And then let's have all the objections we want.

JUDGE SIANO Well, you can -- was this --
Is this an extract froman already-filed exhibit?

M5. ALLEN: | can't renenber because | had

it just in case he could not renenber the date, but |

don't know. Here it is. I|I'mmarking it as 19, and | am
offering it for whatever it says. And |I'll nove al ong.
| " m done.

JUDGE SIANO  (bj ections?
M5. KATZ: Your Honor, |'mgoing to object
to rel evance, hearsay, and | don't -- if it's what -- |

don't know if this was previously provided to us. But

rel evance and hearsay to start.
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JUDGE SI ANOG  Sust ai ned.

Q (BY M5. ALLEN) Ckay. Now, | amgoing to show
you -- | hope. Let nme see if |'ve done that
successfully. Probably not. There we go -- the
petition and intervention that joined the Conpany into
the Double F lawsuit. Do you see it?

M5. KATZ: Your Honor, | believe -- did
you sustain ny objection --

JUDGE SI ANO. | did.

M5. KATZ: ~-- of this -- | apologize.
This is a different exhibit.

["'msorry, Ms. Allen. | apol ogize.

M5. ALLEN: |I'mjust going to mark these,
and "'mgoing to offer them And |I'mIlooking for a
ruling, and I'Il rnove right al ong.

Q (BY M5. ALLEN) M. Nelson, do you recognize
t he docunment that |'m show ng you and that | have marked
as Exhibit 20 as the original petition and intervention
in the Double F | awsuit which nade the Conpany and the
directors parties?

M5. KATZ: Your Honor, |I'm going to object
to this line of questioning as to rel evance and hearsay.

JUDGE SIANO Ms. Allen, are you trying to
aut henticate this docunent? Wat's --

M5. ALLEN: Your Honor, this is the
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petition that they spent all the | egal fees about.

Sonebody m ght want to know what it said, and |I'd just

like to have it available. That's all. | expect it's
going to be excluded. I'mnot trying to tax your
patience. | sinply would Iike to have a record that we

tried to make that avail able.
JUDGE SIANG Al right. [I'lIl sustain the
obj ecti on.
M5. ALLEN: Ckay.
Q (BY M5. ALLEN) The TOVA | awsuit, final
judgnent in the TOVA |awsuit -- oh, let nme back up,
M. Nelson, just for a second and ask you this: |Is it
true the Conpany requested -- after this petition and
I ntervention got filed, the Conpany requested that its

I nsurance carrier foot the bill for the defense of this
| awsui t ?
A Yes, we submtted a claim

Q The insurance carrier told you it was not

cover ed. Correct?

A Yes, and that's in -- that's in discussion
ri ght now.

Q You can tell ne all about that if you want to,
but I"mreally not asking you. I'mafraid |I'm already

far afield, and that's further afield that even | want

to go. Now, can you -- let's see. Can you confirmfor
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me that the docunent |I'm-- | hope now -- |'m probably
not show ng you. Let ne try that again. |'"'mgoing to
show you what |I'm marking as Exhibit 21, which is the
order in the TOVA case that determ ned that, although
there was a violation, relief was not available. Do you
recognize it?

M5. KATZ: Your Honor, |'mgoing to object
to rel evance, to hearsay, and to untinely --
untinmeliness of presenting this exhibit.

JUDGE SI ANOG  Sust ai ned.

Q (BY M. ALLEN) M. Nelson, did the board
aut hori ze the paynent of |egal expenses in the TOVA
Integrity case for discovery after the tinme that this

order was entered July 23rd of 20187

A For discovery? |'m not understanding the
guesti on.
Q How about -- |let nme just back up and say, did

t he board authorize its lawers to performlegal work on
the TOVMA Integrity lawsuit after July 23rd, 2018.

A Yes.

Q What work was that?

A | don't recall all that was going on. There
wer e appeal s, several appeals.

Q Asi de fromwork on appeals, was there any work

that needed to be done in the TOVA Integrity |awsuit
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after July 23rd, 2018?

A | think in that lawsuit it was the appeal s at
t hat point.

Q So, there was no other work that needed to be
done in the TOVA Integrity file other than appellate
work. |Is that right?

A On that |awsuit.

Q Ckay. So, noving on. Let nme show you -- hang
on a mnute. QOops. |'ve got to get to the top of that
thing. I'mgoing to mark as Ratepayers Exhibit 22 the

anmended petition in the Double F case which, by then,
had changed style. Do you renenber that happeni ng?

A At what tine?

Q Hang on because | want to be clear. GCkay. Am
| -- | should be, hopefully, showi ng you an anended
pleading in a case that's 48292. That's the Double F
nunmber. Right?

A Can you scroll up to the date?

Q Yes.

A Okay. Novenber 2019, yes.

Q kay. And all | want to be sure that we're
cl ear about is, even though this says, Rene Ffrench,
John Richard D al, and Stuart Bruce Sorgen, this is the
cause nunber for what we're calling the Double F

| awsui t . Correct?
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A Yeah, 48292.

Q And this was the anended petition that was
filed in that case, correct, on Novenber 5th of 20197
s that right?

A | assune so.

Q Ckay. | have marked that as Exhibit 22 and
offer it into evidence.

M5. KATZ: Ckay. Your Honor, nmay |?

JUDGE SI ANO. Pl ease.

M5. KATZ: |I'mgoing to object to this for
several reasons: Once again, relevance; two, hearsay;
three, inproper predicate; four, SOAH Order No. 14
specifically states -- and this goes for all of these
exhibits, and it is the third bullet point -- file a
list of all exhibits it intends to offer at the hearing,
I ncl udi ng, for exanple, on cross-exam nation. And then,
t he paragraph bel ow, signed by Your Honor -- above your
signature, states: Al exhibits shall, in all caps, be
marked with the offering party's nane and the exhibit
nunber, and it goes on. And so, with that, untinely
filing, as well.

M5. ALLEN:  Your Honor, it was never ny
expectation that | would need to offer filed pleadings
t hat had been served on the Conpany into evidence. |

never expected that. | could ask the panel to take
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judicial notice of these things. They are public
record. They are filed at court houses. |It's easier on
the record to mark them and if there is an objection,
to have it considered and rul ed upon. So, that's what
| " m doi ng.
JUDGE SIANO Sustain the objection.

Q (BY M5. ALLEN) Let's see here. M. Nelson, |

am now showi ng you the third anmended petition in the

Doubl e F case filed August 24 of 2020. Do you see it?

A Yes.
Q Have you seen it before?
JUDGE SIANO Ms. Allen, how many nore of
t hese do you have? | assune that the objections wll be

the sane and the ruling wll be the sane, and we're
spending a lot of tinme on this. | want this hearing to
be producti ve.

M5. ALLEN:. Two. | have two beyond this
one.

JUDGE SIANO And you're trying to
preserve error?

M5. ALLEN: Well, | suppose. | suppose,
yes.

JUDGE SIANO Okay. Let's do those two.
If we can see thembriefly, assum ng that they were not

previously filed as ordered and not marked, then we can
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address those together and nove on.

M5. ALLEN. Ckay.

JUDGE SIANO. Can we see those?

M5. ALLEN: So -- of course. [|f you'l
give me just a second, Your Honor. | want to be sure
that | have marked this third anmended as Exhibit 23
because | want to keep up with this so | can get to the
court reporter what | need to. And then just give ne a
moment .

(Brief pause)

M5. ALLEN: | was truly not expecting to
have to offer these into evidence. So, it's going to
take nme just a nonent.

(Brief pause)

M5. ALLEN. By way of preview, though, I
can tell you that one of themis the cover letter that
goes along with the board's forensic appraisal. Ah,
there we go, and I will mark that for the record as
Exhi bit 24.

JUDGE SIANO Is that in your prefiled

exhi bits?

M5. ALLEN. It is.

JUDCGE SI ANG  Whi ch nunber ?

M5. ALLEN. It is -- hang on one second.
Let ne scroll and -- nope. That's not the one. | wll
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find the copy that is in Ratepayers Exhibit 1 -- if you
can help nme with that --

(Di scussion off the record)

M5. ALLEN. Okay. Hold on one second, and
| wll substitute for what | have just marked. | w |
substitute the docunent that comes out of Ratepayers
Exhi bit 1.

JUDGE SIANO So, it |ooks |ike Page 48 of
Exhi bit 1.

M5. ALLEN:. Ckay. Your Honor, if you've
been able to find it in Ratepayers 1, | will give you ny
word that it will be those pages, or we can wait for ne
to find it, Your Honor.

JUDGE SIANO | see it. I'mlooking at it
now. So, it was previously filed, and as we did with
Exhibit 18, I'Il hear the objections. But we -- it was
properly filed. So, you want to offer this as an
exhi bi t.

Are there any objections to --

M5. ALLEN: And for Ms. Sinon's benefit, |
have marked it as 24.

JUDGE SIANO Ckay. Ms. -- and then
you'll provide this to Ms. Sinon, as well.

Ckay. So, Ms. Katz, are you --

M5. KATZ: Yes, Your Honor. | just want
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to -- before | nake ny objection, | want to nmake sure
that I'm |l ooking at the correct page or pages. So, it
woul d be fromthe prefiled Exhibit 1 but only Page 48
and that's it, or is it a continuation of pages?

M5. ALLEN. It is about four pages, and |
wll tell you exactly how nany. Hang on. Gve ne a
moment .

(Brief pause)

JUDGE SIANO It appears to go to Page 53,
Bat es.

M5. ALLEN: That's right. You have it.
Absol utely.

M5. KATZ: Yes, Your Honor. Then, | would
object to relevance and hearsay. As far as hearsay, |
believe this is a report prepared by sonebody el se, who
Is not a wtness. M. Bolton -- two M. Boltons, and so
t hat woul d be hearsay.

M5. ALLEN:  Your Honor, it is not hearsay
because it is an adm ssion by the Conpany, and it is not
offered for the truth of the matter asserted. It is
offered to show the information that was before the
board. That's why.

You think I"'m-- 1 don't know what |'m
doi ng here.

M5. KATZ: Your Honor, this was not --
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( Si nul t aneous di scussi on)

JUDGE SIANG. | don't --

M5. KATZ: -- the Conpany.
JUDGE SIANG | don't see howit's an
adm ssion. This is -- onits face, it's by the Bolton

Real Estate Conpany.

M5. ALLEN:. You've heard -- yeah, you've
heard fromtestinony fromtwo wtnesses now that the
board conm ssioned this appraisal. |t was done for the

board at its direction. Now - -

JUDGE SIANO COkay. Well, I'Il et you --
"Il let you lay the predicate for that. | have heard
of reference to an appraisal. | don't know that it was
this one. So, I'll allow you to devel op that.

M5. ALLEN. Ckay. So, let ne try to clean

t hat up.

Q (BY M5. ALLEN) M. Nelson, | don't know what
t he heck |I'm show ng you right now, but |'m hoping that
it is the first page of the Bolton appraisal, Decenber
3rd of 2018. |Is that what you see?

A You need to share your screen.

Q | need to share ny screen. Thank you so nuch.
How about that?

A | see Bolton Real Estate, Decenber 3rd, 2018.

Q W' ve tal ked previously about a forensic
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apprai sal by Bolton Real Estate. Do you renenber that?

A Yes.

Q This is the forensic apprai sal by Bolton Real
Estate. Isn't it?

A It --

Q Let ne back up and say, this is the sunmary

sheet, the first two pages that summari ze the

conclusions. |Is that right?
A It |ooks like it.
M5. ALLEN. OCkay. |I|I'moffering as

Exhibit 24 the summary for the Bolton appraisal.

JUDGE SIANO Ckay. So -- and this is not
being offered for the truth of the matter asserted.

M5. ALLEN: This is being offered to show
what was before the board in connection wth its
deci si on- maki ng.

JUDGE SIANOG. It was available at the tine
t he board made its deci sion.

MS. ALLEN: Yes, |I'msorry.

M5. KATZ: Your Honor --

JUDGE SIANO But what is this probative
of? | believe that | heard a rel evance objection.

M5. ALLEN.  Sonetinme or anot her sonebody
Is going to wonder why it was the board spent 2- or

$300,000 to try to prevent people fromrecovering this
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property for the benefit of the Conpany. | would like
for that person to be able to know that it was a
val uabl e asset worthy of pursuit. So, that is the
purpose for which it's offered.

JUDGE SIANO CGkay. But that would tend
to be for the truth of the matter asserted.

M5. ALLEN: It is what the board knew when
It was deci sion-making. The board had no ot her
apprai sal when it was decision-nmaking. This was it.
So. ..

(Brief pause)

JUDGE SI ANO M. Katz.

M5. KATZ: Your Honor, | think it is
going to the truth of the matter asserted, and this
hearing is not -- shouldn't be used as a pedestal for a
witch hunt trying to find out different answers to
guestions that people nmay or may not have in the future.
This is a very specific hearing with specific objectives
t hat Your Honor laid out in the beginning. | would -- |
woul d -- Your Honor, if Ms. Allen wanted to elicit
I nformati on whether or not the board had received an
apprai sal or information on an appraisal, that testinony
has al ready been read into the record.

" mnot sure what this additional

testi nony concerning the nunbers and the neat of the
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apprai sal or how they have any rel evance or value to
this hearing. The fact of the matter is, is was there
an apprai sal done? Yes, that's it. There's no reason
to get into the details here as far as what's in this
report.

Additionally, this is a report that was
not prepared by M. Nelson. So, it would still be
| nproper predicate. He didn't prepare the report. He
can't testify that this report is accurate, an accurate
representation of what was originally submtted to the
board. He can't really answer any questions about what
is in this report, specifically because he was not the
person who prepared it. He can't testify as far as
predicate is concerned, if there are any errors, and if
it -- this is an exact copy of the report as it was
provided to Wndernmere Oaks because he is not the person
who prepared that.

JUDGE SIANO. Al right.

M5. ALLEN: Your Honor, he nost certainly
could tell you that it is a duplicate of the report if
he were allowed to. 1've been cut off from asking him
guestions, and |'m being content with that.

JUDGE SIANO Well, it sounds like -- ny
understanding is that he does recognize it. However,

" mgoing to sustain the objection on hearsay and
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rel evance, unless you can establish that the board
relied on this report in making its rate deci sion.

Q (BY M. ALLEN) M. Nelson, isn't it true the
board never engaged any ot her appraisal -- any other
apprai ser to prepare any other appraisal report for
pur poses of its deci sion-making?

A When you say, "engaged," what do you nean?

Q Hred? | don't know what else to say.

A No, the board did not hire another appraiser --

Q Ckay.
A -- at the time. There was one done nany years
bef or e.

Q By Dana Martin?

A By the --

Q By Dana Martin's appraiser. |s that the one
you' re tal ki ng about ?

A The board, yeah.

Q Ckay. But the board didn't hire Dana Martin's
apprai sers. Right?

A | -- ny understanding was that was a board --

Q The board hired Dana Martin's appraiser?

A | don't know what you nean by Dana Martin's
appr ai ser.

JUDGE SIANO Al right. So, let's

just -- | want to be efficient here. So, | think the
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guestion was: |Is -- was there any ot her appraisal done?

Q (BY MS5. ALLEN) The question was: Was there
any ot her apprai sal done by an apprai ser engaged by the
board of directors? That's the question.

A Yes. So, there was -- to go to the other
guestion. There was an apprai sal done by Dana Martin
after the demand letter, and so that was al so received
by the board.

Q Dana - -

( Si nul t aneous di scussi on)

A That was not hired by the board. The board,
along with Ffrench, Dial, and Sorgen, hired Bolton.

Q (BY M5. ALLEN) Dana Martin was an opponent in
litigation. Correct?

A Dana Martin, Friendship Hones, was served a
demand | etter.

Q They were an opponent in litigation. Correct?

A I"'msorry. I'mnot a lawer. So, | don't
understand all the legal terns. So, the demand letter
was sent to them

Q kay. And the board never engaged the
apprai ser for Dana Martin. Correct?

A The board did not hire that appraiser or talk

to them

Q Ckay. Now, |let ne share ny screen to show you
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what | have marked as Exhibit 25. Hopefully, that is
the letter that M. de |la Fuente prepared at the board's

direction and sent it to Ms. Martin's attorney. Right?

A Can you maeke it a little smaller? | just --
Q | can do that. Yes, | can. Let ne -- if |
make it too small, you |let ne know.

A That' s good.

Q How s that? |If you want nme to scroll down, |
wll scroll down.
A Yeah. So, | believe that's the denand letter.

Q kay. And | don't want to bel abor the point,
but | believe that earlier you testified that you
participated in this effort and you authorized the
sending of this letter. Correct?

A The board voted on it and approved it --

Q Ckay.

A -- that | recall.

M5. ALLEN: So, that's No. 25, and I'm
offering it.

M5. KATZ: Your Honor, |'Il object at this
time to both hearsay and rel evance. Hearsay,
specifically, M. Nelson is not the person who prepared
this. It's an outside statenent, a previously witten

statenent being offered for the truth of the matter

asserted. If it weren't being offered for the truth of
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the matter asserted, then M. Nelson's testinony,
general testinony, regarding a letter would be
sufficient.

JUDGE SIANO Ms. Allen, what do you --

( Si mul t aneous di scussi on)

JUDGE SIANO -- was this previously
filed? |If so, you're going to need to --

M5. ALLEN: This was previously fil ed.
You'll see the Bates -- am | still sharing ny screen to
show you t he Bates nunber --

JUDGE SI ANO  Yes.

M5. ALLEN: -- and exhibit nunber? And,
Your Honor --

JUDCGE SIANO Okay. I|I'mlooking at it.

M5. ALLEN: -- this was a communi cation

that was nmade at the board's direction and with the
board's authority and on behalf of the Conpany. It is
not hearsay, and this witness has authenticated it.

JUDGE SIANO And what is this being
offered for?

M5. ALLEN: It is being offered to show
the information that the board had before it when it was
maki ng deci si ons about whether to incur the |egal
expenses that are the basis for these new rates and

whether it ought to raise the rates on that basis.
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JUDGE SIANO. M. Katz, this |ooks --

MS. KATZ: Your Honor -- I'msorry. o
ahead.

JUDGE SIANO So, this looks like it gets
into the land transaction --

M5. KATZ: Yes.

JUDGE SIANO.  -- details.

M5. KATZ: Details of the litigation,
correct, and drafted by an attorney at our firm who is
not a witness here to testify that this is, in fact,
what he wote and so on and prove it up that way.

M. Nelson is not the witness who, one, can get this
into the record and, two, it's still irrelevant.

JUDCGE SIANG |'Ill sustain the objection.

M5. KATZ: Thank you.

Q (BY M5. ALLEN) M. Nelson --
M5. ALLEN. [|I'msorry. Are y'all done?
Q (BY M5. ALLEN) M. Nelson, the |letter begins:
| amwiting to you on behalf of ny client, the
W nder nere Oaks Water Supply Corporation. Do you see
t hat ?

M5. KATZ: (bjection, Your Honor. You
sustained leaving this -- the offering of this letter
I nto evidence, and this line of questioning is directly

related to the substance of the letter.
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JUDGE SIANG M. Allen, what are you
trying to establish with this?
MS. ALLEN. How about this?
Q (BY M. ALLEN) M. Nelson, is it true that
M. de la Fuente was witing to Ms. Martin and
Ms. Mtchell on behalf of his client, the Wndernere
Caks Water Supply Corporation?
A Yes, M. de |la Fuente represents the Wndernere
Caks Water Supply Corporation.
Q He was the Conpany's |awer at the tine this
letter was witten. R ght?
A Yes, he was one of --
( Si nul t aneous di scussi on)
Q (BY M5. ALLEN) He wrote it on behalf of the
Conpany. Correct?
A Yes.
Q He wote it at the direction of the board of
the directors. Right?
A Yes.
Q And the board of directors authorized it to be
sent. Correct?
A Yes.
M5. ALLEN:  Your Honor, with that
predicate, | reoffer Exhibit 25.
M5. KATZ: And, Your Honor, | would still

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com



© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

159

object as far as relevance with the specifics of the
details wthin this letter.

JUDGE SIANO Ms. Allen, you're going to
need to tell nme how you think this is relevant to
whet her the rates are just and reasonabl e.

M5. ALLEN:  Your Honor, it is directly
rel evant to whet her the expenses upon which these rates
are based are prudent and reasonabl e expenses to be
I ncl uded for purposes of ratemaking. It is directly
rel evant to that question. That is the first -- as |
understand it, the first question to be asked when one
is trying to anal yze whether the rates that were derived
with these expenses are just and reasonable. So, |I'm
trying to look at the cost information that we know was
used and enable the trier of fact to ascertain whether
the legal fees that were generated by this Conpany to
oppose the recovery of the property were prudent and
reasonabl e.

| don't care who was right. | just want
to ask and be able for sonebody to ascertain that they
were not reasonable and not prudent, and | don't know
any other way to do that but to provide the record of
what happened.

JUDGE SIANO So, is this to prove up the

value of the land or the apprai sed value or the purchase
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price?

M5. ALLEN:  Your Honor, | don't -- | nean,
again, I'mnot trying to belabor the point, but for
illTustration, ny argunent wll be that no reasonable

board of directors whose own appraiser said, your |and
was transferred for $500,000 less than it was worth and
whose own | awyer wote this letter, that board of
di rectors woul d not be opposing the recovery of the
property. That is not reasonable. That not prudent,
and spendi ng the ratepayers' noney to keep them from
recovering their property is not reasonable and --

( Si nul t aneous di scussi on)

M5. KATZ: Your Honor, Ms. Allenis -- |I'm
sorry. (o ahead.

JUDGE SIANO |'mjust taking argunent.
won't consider it for evidence.

Thank you, Ms. Allen. That's helpful, and
with that, | sustain the objection.

M5. ALLEN. kay.

Q (BY M5. ALLEN) M. Nelson, so let ne ask you,
after the anmended petitions were filed in the Double F
case, the Conpany, again, asked its insurance carrier to
pay the director's litigation costs. Right?

A I n an ongoi ng di scussi on, yes.

Q And the Conpany again, said, no. Right?
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A Yes.

Q This tine the demand was -- on the insurer was
made for the 2019 board, as well. Right?

A It included all the directors added.

Q It included the directors who were involved in

the 2016 [ and transaction, and it included the directors
who in October of 2019 had authorized additional land to
be transferred. Correct?

A For those that were still included in the
suits. Sonme were de-suited, as | recall

Q Later, yes. But, initially, those anended
pl eadi ngs i ncluded not just the directors who were
i nvolved in the 2016 | and deal, but it also included the
directors who, in Cctober of 2019, had approved the
giving of additional property. Correct?

A | amsorry. | don't know what you nean by
gi ving of additional property.

Q Well, okay. | just want to be sure that if
anybody wants to know it, they will understand why it
was that the 2019 board was nade party to the |awsuit.
Ckay? So, help nme with the chronology. Isn't it true
that followwng the filing of that petition and
I ntervention that we saw, the Conpany and Dana Martin
engaged i n negotiations about their disputes?

M5. KATZ: Your Honor, |'mgoing to object
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to relevance. This is, again, getting into the details
of outside litigation, and this is -- this proceedi ng
Is -- we're here for alimted purpose in this
proceeding. W're belaboring the sane details of
previous litigation, pending litigation, and this isn't
the forumto do so.

M5. ALLEN:  Your Honor, maybe the PUC
Staff is way off base, too, but they seemto think that
It's sonmewhat inportant that the board didn't nake
efforts to, for exanple, settle with the plaintiffs or
nore efficiently handle their litigation. They seemto
think those things are inportant. |I'mtrying to devel op
the record on the handling of the lawsuit, not on who's
right or wong -- it's not for here -- but on the
handl ing of the |awsuit.

JUDGE SIANG |'Ill sustain the objection.

Ms. Allen, please, again, these are
details that -- they may seemvery inportant to you.
They -- we're just here --

( Si nul t aneous di scussi on)

M5. ALLEN. Ckay. | got it. | got it. |
got it. | will make ny record, and that's -- |I'll nove
ri ght al ong.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
i n October of 2019 the Conpany nmade a deal with

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com



© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

163

Ms. Martin?

M5. KATZ: (Qbjection, Your Honor.
Rel evance.

JUDCGE SI ANO  Sust ai ned.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
i n October of 2019 the Conpany nade a deal with
Ms. Martin as a result of a nediation in the |lawsuit?

M5. KATZ: (bjection, Your Honor.
Rel evance.
JUDGE SI ANOG  Sust ai ned.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
t he Conpany did not invite the plaintiffs to the
medi ati on?

M5. KATZ: (Qbjection, Your Honor.
Rel evance.
JUDGE SI ANO  Sust ai ned.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
all of the legal fees that were expended between My of
2019 and the end of 2019 that were expended by the
Conpany on these |lawsuits were expended for the purpose
of meking the deal with Ms. Martin?

A That's not what | recall.

Q There were no depositions during that tine.
Correct?

A | believe depositions started i n Novenber.

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com




© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

164

Q

So, beginning in May of 2019 and up through

Cctober, all of the noney the Conpany spent on these

| awsui ts was spent nmaking a deal with Ms. Martin. Isn't

t hat true?

A

| believe that Water Supply Corporation was

i ncluded in 48292 | think in May --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) That's why | started in My,
yes, Sir
A -- and so that's why | woul d think, then, that

our lawyers woul d have been involved there in 48292 in

some way, fashion, or form

Q

And that's why |'m asking you, isn't it true

that in that lawsuit there were no depositions during

the May through Cctober tinmefranme? Isn't that true?

A
Q
Ri ght ?
A
Q

a deal

| don't know.

There were no notions, practices, no hearings.

| don't know.
Your |awyers were busy during that tinme making
with Ms. Martin. Isn't that right?
M5. KATZ: (Qbjection, Your Honor.

Specul ati on.

JUDGE SI ANO  Sust al ned.

Next questi on.
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Q (BY M5. ALLEN) Isn't it true that in
connection with the deal that was made with Ms. Martin
fromthe nediation the Conpany executed and delivered a
correction deed that conveyed additional property?

M5. KATZ: (Qbjection, Your Honor.
Rel evance.
JUDGE SI ANO  Sust ai ned.

Q (BY M5. ALLEN) |Is that true?

M5. KATZ: Your Honor, objection.
MS. ALLEN: 1'msorry.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
when the petition was anended, it named as parties the
directors who had approved that correction deed and

delivery of additional |and?

A | don't recall there being any additional |and.
So, | don't know what you're tal king about.

Q You don't recall the correction deed?

A | recall the deed being corrected as part of an
agr eenent .

Q And it included a tract of |and that had never
been i ncluded in any deed the Conpany had ever given.
Ri ght ?
M5. KATZ: (Qobjection, Your Honor.
Rel evance.

JUDGE SI ANO.  Sust al ned.
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Ms. Allen.
M5. ALLEN: | wouldn't have bel abored that
point. | can't imgine that he's not going to answer

t hat question, but | wouldn't have bel abored that.

Q (BY MS. ALLEN) Al right. Can you at | east
confirmthat the anmended petition that was filed after
the deal with Ms. Martin and that named additi onal
di rectors naned those directors who had approved the
deal with Martin?

M5. KATZ: (bjection, Your Honor, to
rel evance.

JUDGE SI ANG  Sust ai ned.

Ms. Allen, | feel like I'mrepeating
nysel f, but you're getting into details that are beyond
the scope of this proceeding. So...

Q (BY M5. ALLEN) M. Nelson, when is the first
time that the Conpany ever nmade any effort to nediate
wth the plaintiffs in the Double F | awsuit?

M5. KATZ: (Objection to rel evance.

JUDGE SI ANO:  Sust ai ned.

Q (BY M5. ALLEN) Can you identify any steps that
t he board ever took in an effort to control its |egal
spending for these two | awsuits?

A Yes, we have discussed with our legal firns on

how to be nost efficient in these matters.
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Q Can you identify even one step that the board
| npl emented in an effort to control the | egal spending
for these | awsuits?

A One, off the top of ny head, that | recal
asking our |egal teans because we had the director
being -- directors being represented by Enoch Kever Law
Firmand the Water Supply Corporation being represented
by LI oyd Gosselink Law Firm and so we asked themto
coordinate efforts to mnimze -- to be nost efficient
so they could use each other's argunents and not have to
spend the resources both in parallel and basically
doubl e- char ge us.

Q Ckay. To your point, is it accurate that the
Enoch Kever Firm whose |egal fees we've seen in this
rate, their job was nothing but to handle this

litigation for the directors? |Is that true?

A Enoch Kever represents the directors, yeah.

Q Ckay. The directors had been sued to coll ect
personal liability for noney damages. Right?

A Yes.

Q The Conpany had never been sued to collect any

damages. Right?
A | don't know.

Q Can you identify even one single tine the

Conpany was ever sued in these |awsuits for danages?
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A | may be confl ating things.

Q If you can identify even one single tine, |'m
happy to hear it.

A Ask your question again.

Q Can you identify even one single pleading that
seeks noney damages agai nst the Conpany in either one of
t hese | awsuits?

A Now, you're asking for the Corporation to pay
damages?

Q M. Nelson, I'masking you if there was ever a
pl eading filed in either one of these lawsuits in which
the plaintiff sought to recover any kind of damages or
ot her expense fromthe Conpany.

A | may be getting things confused between
pl eadi ngs and notions and nedi ati ons and things. So,
|'"mgoing to say, | don't recall

Q You do recall, however, that the individua
directors were sued for noney damages for all of the
val ue of the property if it could not be recovered. You
know that. Don't you?

A | don't recall all the specifics of the suit
and what was bei ng request ed.

Q You are one of those defendants. Aren't you?

A | was.

Q You're still in the lawsuit. Aren't you?
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A There was a ruling.
Q Are you still a party in the |awsuit, or are
you not ?

A Well, the judge rul ed take no decision in ny --
in director's favor.

Q Ckay. I n Novenber --

A You know nore about proceedings than | do --
oh, sorry.
Q No, | just thought you m ght know because it

affected you directly. In Novenber 2019 the directors
who were naned as parties to the |awsuit were sued for
noney danages to recover the entire value that the
Conpany lost if it could not restore the property.

Ri ght ?

A "Il take your word for it.

Q Wl |, okay. Wen you were sued, what did you
under stand you were sued for?

A | believe that | was sued because | was on the
board of directors that approved the nediation results
with Friendshi p Hones.

Q M. Nelson, I'm--

( Si nul t aneous di scussi on)

JUDGE SIANO One at atine. One at a

M5. ALLEN: Go ahead. Go ahead. That's
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not what |'m asking, but go ahead.

A Yeah, so that approval inproved the deal for
the Water Supply Corporation. W got -- were to get
$20, 000 additional --

( Si mul t aneous di scussi on)

M5. ALLEN:  Your Honor, he can talk all he
want s about the substance in the nerits --

JUDGE SIANO M. Nelson, you're going
beyond the question. So, please limt --

THE W TNESS: Sorry.

JUDGE SIANO -- your answer to the
guesti on asked. Ckay?

Al right. M. Allen, go ahead.

Q (BY M5. ALLEN) M. Nelson, I'mreally not
trying to intrude on the substance or the matter --
merits or who was right or who was wong, but what --
did you not have an understanding -- when you were sued,
along with the other directors who approved that deal in

Novenber 2019, did you not have an understandi ng that

you were being sued for personal liability for noney
damages?

A Yes.

Q Ckay. And the idea was that if we could -- if

the plaintiffs were unable to recover the property for

the benefit of the Conpany, then whatever |oss that was
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occasi oned, the plaintiffs wanted to recover fromthe
directors. You got that. R ght?

A That part is not clear to ne.

Q Ckay. Wien the board nmade the decision to
I ncur legal costs in connection with the TOVA Integrity
| awsuit, it engaged a | awer naned Les Ronp. Do you

renenber that?

A Les was the general counsel when | joined the
boar d.
Q kay. In reviewing the invoices fromM. Rono,

| noticed they had handwiting on them and cross-outs

and things like that. Have you ever seen those

| nvoi ces?
A | don't think so. [|I'mnot recalling them
Q Who was review ng --
( Si mul t aneous di scussi on)
A That was in 2018.
Q (BY M5. ALLEN) Right.
A Yeah.
Q Who reviewed M. Ronp's invoices, if you know?
A The -- | believe it was our president at the

tinme.
Q And that was who?
A The board -- the board president at the tine,

David Bertino, and possibly our vice president at the
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tinme.
Q And that was who?
A Oh, good question. [|I'mdrawing a blank. | can
see his face.
Q Does Dorothy Taylor ring a bell?
No, it wasn't Dorothy.
kay. Norm Morse, maybe?

A
Q
A Yeah, Norm \Very good.
Q Ckay.
A Yeah.

Q All right. Ws there a reason why the board of
directors did not make an effort through its |awers to
bri ng everyone who was interested in the court in the
TOVA [awsuit so that it could all be resol ved?

In the TOVA | awsuit ?
That was the first one. R ght?

So, that's the one you're asking about?

O >» O >

Yes, sir.

A kay. Qur understanding was -- or this is ny
under standi ng, was the TOVA Integrity wanted the Water
Supply Corporation to sue Dana Martin and Friendship
Honmes and the title conpany to get the |and back and so
that -- or else they would continue with the |awsuit.
And so our understanding is it would cost at | east

$100,000 to sue Friendship and Martin, and | believe
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that's a very | ow mark considering what we've paid here
in litigation over the | ast couple of years.
Friendshi p's defense was going to be provided by the
title conpany. There was no guarantee the Water Supply
Corporation would wn and get the |and back, and
Friendship, Martin, and the title conpany woul d
countersue the Water Supply Corporation for damages for
goi ng back on a properly-executed property sale, which
woul d be well over a mllion dollars. And then, the
Wat er Supply Corporation suing Friendship and Martin
woul d tank the Water Supply Corporation's reputation as
a seller that tries wal king back on property sal es
making it potentially difficult to find willing buyers
to purchase the Water Supply Corporation's renaining

ai rport property.

Q Ckay. So, the TOVA |itigation gets filed in
Decenber 2017 by a plaintiff that seens willing to
I nvest its own resources to try to recover the Conpany's
property. |Is that correct? That's what the |lawsuit was
about. Right?

A | would -- | would characterize it as the TOVA
Integrity team being upset with Dana Martin and draggi ng
the Water Supply Corporation into their fight wth Dana
Martin, is how | would answer that.

( Si mul t aneous di scussi on)

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com




© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

174

Q (BY M. ALLEN) | know that you would, but I'm
just trying to stick to the facts. Isn't it a fact that
there was a plaintiff named TOVMA Integrity that filed a
| awsuit and prosecuted it with its very own resources,
not the Conpany's resources, in an effort to try to get
the property back for the benefit of the Conpany and its
rat epayers?

A | don't know why they did it other than it
was -- they sued the Water Supply Corporation --

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) You know what they sought in
the lawsuit --

A -- and the Water Supply Corporation -- they
were trying to strongarmthe Water Supply Corporation
into suing to get the property back and --

Q You know what they --

(Si mul t aneous di scussi on)

A -- work, then they tried that lawsuit to the
Wat er Supply Corporation --

JUDGE SIANO M. Nelson, I'mgoing to

st op you.

( Si nul t aneous di scussi on)

JUDCGE SIANG M. Nelson and Ms. Allen, |
do want as clean a record as possible. |It's getting |

think far afield of what's relevant to this proceedi ng
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and what we're here to decide. So, please confine your
guestioning to the issues that are the subject -- well,
we're getting into a lot of detail here, and it's just

beyond i ssues that we can resol ve.

Q (BY M5. ALLEN) M. Nelson, isn't it true that
every dollar that the board approved to spend in
connection with these two pieces of litigation was for
t he purpose of preventing the plaintiff from prevailing?

A Al the noney that has been spent in those two
cases was i n defense.

Q For the purpose of preventing the plaintiff
fromrecovering the relief that it sought. Correct?

A I n defense of the Corporation.

Q The Conpany coul d easily have joined Martin and
her Conpany in the TOVA lawsuit. Isn't that right?

JUDGE SIANO Ms. Allen, I'mgoing to cut
you off. Again --

M5. ALLEN: Ckay.

JUDCGE SIANO (Ckay. And while we're here,
| know that this witness has a tinme constraint, and |
want to allow enough tinme for Staff, if Staff has any
W t nesses.

Ms. Lander, do you -- how nuch cross do
you anticipate for this wtness?

M5. LANDER: Staff has al so wai ved
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M. Nel son.

JUDGE SIANO kay. Al right. So, we
don't have to worry about that.

Ms. Allen.

Q (BY M5. ALLEN) M. Nelson, wouldn't you agre
with me that had all the parties been brought before t
court in the TOVA Integrity |lawsuit, every single one
t hose i ssues that you just nmentioned in your l|itany of
reasons could have been resolved in one lawsuit, in on

courtroomand finally?

M5. KATZ: Your Honor, I'mgoing to obje
to specul ati on. Nunber one, he's not in charge of
maki ng those -- those, excuse ne, decisions, and two,
he's not an attorney.

JUDGE SI ANG  Sust ai ned.

Q (BY M5. ALLEN) M. Nelson, what effort, if
any -- prior to approving these |egal expenditures, wh

effort, if any, did the board make to try to determ ne
whet her there was a way to get all of the parties befo
the court so that all of the issues could be resolved
one place finally?

A We' ve had ongoi ng di scussions since |'ve been
on the board on how best to resolve this and nove
forward for the Corporation. So, that's been ongoi ng.

Q Well, the Conpany has never tried to get all

e

he

of

e

ct

at

re

i n

of
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the parties in one courtroom Has it?

JUDGE SIANG M. Allen, | believe this
was addressed through the prior objection. So, |I'm
going to ask you to nobve on.

M5. ALLEN: Ckay.

Q (BY M5. ALLEN) M. Nelson, you know it was
your lawyer, so let nme make sure that you agree with
that. Your |lawyer said awhile earlier that if | wanted
to know t he exact anmount of |egal expenses that were
i ncurred by the Conpany for 2019 work, all | had to do
was | ook at the invoices and total themup. Do you
recall that?

A When you say -- so, what do you nean by
I ncurred in 2019? You nean for the work --

(Si mul t aneous di scussi on)

Q (BY M5. ALLEN) | nean, that the Conpany becane
obligated to pay for work that it approved that the
board approved to be done in 2019.

A So -- okay. So, you know, the reason | ask is
because --
M5. ALLEN: | have no idea.
A -- for work done in Decenber we don't get

I nvoi ced until January. So, are you tal king about for
all the work that was done in 2019 by |legal teans?

M5. ALLEN. Madam Court Reporter, could |
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trouble you to read ny question back, please, ma' an?
(Requested portion was read by the

reporter)

A That woul d nmake sense to | ook at all the
I nvoi ces and total them up.

Q (BY M5. ALLEN) Ckay. So, | did that. Let ne
ask you this: What was the Conpany's net operating
I ncone for February of 20197

A | don't recall

Q Order of magnitude. You're the noney guy.
Ri ght ?

A | don't -- | don't -- I'd have to | ook.

Q What ' s the Conpany's average NO nonthly for
20197

A For 20197

Q Yes, sir.

A | would have to go | ook.

Q "' msorry?

A | woul d have to | ook.

Q Where woul d you | ook?

A | would | ook at the financial reports, the

nont hly financial reports.
Q Have those been provided by the Conpany for the
Year 2019 in connection wth this proceedi ng?

A | don't recall
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Q Those are the records that one would need in
order to determ ne whether the | egal fees exceeded the
NO on a nonthly basis for 2019. R ght?

A Well, what we used for the rate case was the

year-end 2019 fi nanci al s.

Q | know that, but I'mnot really asking you
t hat .

A Yes, |'m not understandi ng your question
because --

Q Ckay.

A -- the rate was --

Q Let me try it this way.

A -- the rates were increased for 2020, not --

Q (BY MS. ALLEN) Let nme try it this way: Wuld
you agree with nme the Conpany did not have $18,957.68 in
net operating incone in February of 20197?

A | don't recall

Q Do you really think that it m ght have?

M5. KATZ: Your Honor, I'mgoing to
object. He said he didn't know. This is badgering the
Wi t ness.

JUDCGE SIANO He can respond. 1'Il allow

A | mean, it's theoretically possible. [If --

( Si mul t aneous di scussi on)
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Q (BY M. ALLEN) The Conpany's --

A -- very little, very few or no repairs and no
chem cal costs and all we had were just, you know, the
nor mal people costs, water costs, and we had a good -- a
good nonth on water revenue, it's possible.

Q Ckay. But you're the one who has those
records. Right?

A | think I still have 2019, | think.

Q Ckay. And you don't really think that the
Conpany had net operating incone in excess of $18,000 in
February 2019. Do you?

M5. KATZ: (bjection, Your Honor. Asked
and answer ed.

JUDGE SI ANO  Sust ai ned.

Q (BY M5. ALLEN) The Conpany's net operating
i ncome for all of 2019 was $41,000. Right?

A Honestly, 1'd have to |ook at the report.

Q Ckay. Look at it. Just |look at anything you
need to.

JUDGE SIANO M. Nelson, do you have that
handy, or are you going to have to do sone search for
it?

W' ve been at this for sone tinme. | think
it mght be a good tinme for a break.

THE W TNESS: Ckay.
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M5. KATZ: Ratepayers are fine with that.

JUDGE SIANG Al right. Let's take a
10-m nute recess.

(Recess: 2:42 p.m to 2:55 p.m)

JUDCGE SIANO Okay. Let's go back on the
record.

Ms. Allen, go ahead.

Q (BY M5. ALLEN) So, M. Nelson, you were going
to do sone | ooking over the break so that you could give
us sonme information. Wre you able to find it?

A Honestly, | forgot the question. Can you just

show nme where in ny testinony what you're tal ki ng about?

Q | would love to, but I would need records that
t he Conpany didn't produce. | would need nonthly
financials. | would need nonthly financials, is what

you told ne.
A Ckay. Well, sorry, then.
(Di scussion off the record)
Q (BY M. ALLEN) Isn't that what | woul d need,

Is nonthly financials?

A | forgot your question. What was your question
agai n?
Q My question was: Do you have any reason to

think that the Conpany's net operating incone in

February of 2019 exceeded $18, 000?
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A As | told you before, | don't know.
Q And | heard that. | asked you to find out.

Were you able to find out?

A | told you, no.
Q Ckay.
A | don't know, so -- but if you've got it, you

can show ne. Was it in ny testinony?

Q | would need nonthly financials in order to
know t hat answer. Wuld | not?

A Vell, I"'masking you. Was it in nmy testinony?
| s that what you're referring to?

Q No, | would need nonthly financials. Correct?

A Ch, okay. Then, yeah, | --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) The Conpany apparently is not
prepared today to testify about its nonthly --

A -- any and all nmonthly financials, that's
correct.

Q No, no, no. Monthly financials for the test
year only, for the test year only. The Conpany is not
prepared today to testify about nonthly financials for
the test year?

JUDGE SIANG M. Allen --
MS. KATZ: Your Honor, I'mgoing to --
t hank you.
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( Si nul t aneous di scussi on)

JUDGE SI ANO Yeah. Test year is sort of
atermof art inthe utility world. So, if you want to
refer specifically to a cal endar year, that m ght be
nore hel pful.

MS. ALLEN. WI I do.

Q (BY MS. ALLEN) For the Year 2019, | take it
the Conpany is not prepared to testify about its nonthly
financials for the Year 2019. |Is that right?

A Can you point ne to your questions in ny
testinony? That would be great.

Q No, sir.

( Si nul t aneous di scussi on)

Q (BY MS. ALLEN) I'm asking you questions.

(Si mul t aneous di scussi on)

Q (BY M5. ALLEN) |I'm asking you questions. |'m
aski ng the Conpany questions about its financial
information for the Year 2019 in an effort to test the
data that was relied upon by the board in raising these
rates. That's nmy effort.

A And that --

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) Is the Conpany prepared to
testify about its nonthly financials for 2019 here

t oday?
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A Yes.
Q What was the Conpany's net operating incone in
February -- for February of 2019?
A | told you that | don't know.
Q You don't know. Wat was the Conpany's --
JUDGE SIANO: One at a tine. M. Allen,
one at atime. | --
MS. ALLEN: |'msorry.
JUDGE SIANG  Just wait for himto answer.
It's super inportant --
M5. ALLEN:  Your Honor, there is a little
bit of a delay, and | do apologize. 1'Il watch that.
JUDCGE SI ANO Go ahead.
Q (BY M5. ALLEN) So, M. Nelson, let's be crisp.

| asked you about nonthly net operating incone for

February 2019. |[|I'magoing to be quiet until | hear an
answer .

A | don't know.

Q What was the Conpany's net operating inconme for

March of 20197

A | don't know.

Q What was the Conpany's net operating incone for
April of 2019?

A | don't know.

Q What was the Conpany's net operating incone for
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May of 20197
A | don't know.
Q What was the Conpany's net operating inconme for

June of 20197

A | don't know.

Q Can the Conpany tell us whether or not it had
sufficient cash flow to pay | egal expenses in the anount
of $15,743.60 in June of 20197

A Cash flow? | don't know.

( Si nul t aneous di scussi on)

Q (BY M. ALLEN) To stay current --

A -- but in cash. | do recall in 2019 that we
had paid all legal invoices through nost of Cctober. |
think there m ght have been one Enoch Kever in Cctober
we didn't pay until 2020, but | believe everything up
until that point was paid in full. And --

(Si mul t aneous di scussi on)

Q (BY MB. ALLEN) M. Nelson --

A -- using cash on hand, as well as fromrevenues
nmont hl y.
Q Isn't it true that the Conpany's |egal fees

that it has tried to include in these rates for the
Year 2019 were in excess of $250, 0007
A The rate case, again, the analysis done for the

rate study used the -- 171,000 for |egal accounting, and
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| forget the other.

Q We're tal king past one another. | know that's
t he nunber that was in there. Wat |I'm asking you is:
Isn't it true the real nunmber of anobunt of attorney's
fees that the board had obligated the Conpany to pay for

services in 2019 was over $250, 000?

A The total amount of | egal work done in 2019
was -- yeah, was nore than 171. | don't recall how
much.

Q But all | have to do is add up the invoi ces.
Ri ght ?

A Correct.

Q Al right. If, in fact, the incurred | ega

fees over and above the 171,000 were 250, that neans
there's $250,000 in |legal fees that were for work done

in 2019 that the Conpany didn't pay. Right?

A The nunbers don't sound right to ne.
Q Well, you help ne. It's your suppl enent al
testinmony. | thought what you said is there was 171, 000

i n our nodel, and there was --

( Si nul t aneous di scussi on)

A One was a --

Q (BY M5. ALLEN) -- $250,000 besides that. 1Is
that right?

A No.
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Q kay. How nuch of the attorney's fees for
wor k - -

A This is what you argued to be stricken or
from-- so, what | was going to say earlier was to anend
ny testinony --

(Si mul t aneous di scussi on)

Q (BY M5. ALLEN) M. Nelson, | need to get a
guesti on out.

A Ckay.

M5. ALLEN: Your Honor, | need to get a
guestion out just so the record is clear.
JUDGE SI ANO. Go ahead.

Q (BY M5. ALLEN) Here is ny question: Tell ne
t he nunber, the anmount, of the |legal fees that the
Conpany -- that the board conmmtted the Conpany to pay
for work done in 2019 that was not paid for in 2019.

A 121, 659 approxi mately.

Q Ckay. So, if ny math is right -- and it isn't
always -- that's |legal fees in the anount of 279 --
280, 0007?

A You nean, the 171 plus the 121 --

Q Yes, sir.

A -- woul d be 192?

Q Ckay. So, that neans that the | egal fees that

t he board approved for the Conpany to pay in connection
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Wi th these disputes in the year of 2019 was al nost
$300, 0007

A That was the total.

Q Ckay. The Conpany used in its rate design a
nunber that was |ike half of that. Right?

A $171, 337 legal accounting and total contract.

Q And the 171,000 wasn't even all |egal fees.
Ri ght ?

A Correct. Mostly, but not all.

Q It included the contract services that was paid
to M. -- is it Gnenez or Gnenez? How does he say
t hat ?

A G nenez.

Q G nenez?

A G nenez.

Q G nmenez. Thank you. It was the $400 a nonth
contract fee that was paid to M. G nenez to be the
public information officer. It included that. R ght?

A There m ght have been a little bit of that.

Q The Conpany's general |edger would reflect how
much it was. Right?

A Yes.

Q Has the Conpany produced its general |edger in
t hi s proceedi ng?

A | believe the year-end 2019 financials were
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provi ded.

Q Yes, sir, but that's not the general |edger.
Ri ght ?

A Then, | don't know if a general |edger was
provi ded.

Q Does the Conpany know t oday how nmuch of the
170-so-t housand i ncl uded contract services fees paid to
Its board president for public information officer
services?

A That nunber could be figured out.

Q But you don't know right now?

A Not off the top of ny head, no.

Q Ckay. Does the Conmpany know whet her or not it
had sufficient cash flowin May of 2019 to pay $7,479.59
in attorney's fees?

A As | said earlier, we were up-to-date on all of
our | egal paynments until the end of 2019. So, between
cash flow fromrevenues that nonth versus what we had in
t he bank, we were able to pay all of our expenses until
the end of 2019.

Q The Conpany did not receive invoices for
$120,000 in |l egal services in Decenber of 2019. Didit?

A Bet ween Novenber -- so, the Novenber costs were
received in Decenber. The Decenber costs were received

I n January, and then there was an Enoch Kever bill in
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Cctober. So, all of those were not paid in 2019 but
i ncurred in 2019.

Q Isn't it a fact that the Conpany got behind on
its obligations to the law firmnmuch earlier than
Oct ober of 20197

A That's incorrect.

Q Tell me when the Conpany clains that it first
got behi nd.

A It was at the end of 2019 when we saw the | ega
bills for work done in Cctober and in Novenber as being
very, very high, and our reserve funds in the bank were
depl eted and our cash flow woul d not keep up.

Q Tell me the anmpbunt of |egal fees the Conpany
contends that it was obligated to pay for work done in
Decenber 2019.

A | don't recall. | don't. | don't recall.

Q It was not 120,000. Was it?

A No, it was a part of that that's included in
that. So, Novenber, Decenber, and then, like | said, a
part of QOctober.

Q Tell me the anobunt of |egal fees the board
obligated the Conpany to pay for work that was done in
Novenmber 2019.

A | don't have that detail in front of ne.

It's -- | have the total. Like |I told you, the 121, 659
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approximtely was all incurred in |ate 2019.

Q Tell me the attorney's fees that the board
obligated the Conpany to pay for for work done in
Cct ober 2019.

A | don't -- | don't know. It was high. That
was -- that was a high -- a lot of work done there.

Q Tell me the attorney's fees that the board
obligated the Conpany to pay for in Septenber of 2019.

A | don't -- | don't recall.

Q Tell me the paynents that the Conpany nmade for
| egal services in Decenber 2019.

A The paynents made in Decenber?

Q Yes, sSir.

A | don't -- | don't recall, but if you want to
show ne, we can look at it.

Q How about i n Novenber?

A | don't recall

Q How many paynents -- what anount of paynents
were made, if any, in Cctober?

A | don't recall. | know for the whole year we
did, you know, the 171,337 in |egal accounting and
contract.

Q Yes, sir. But wouldn't you agree with ne that
it would be a bigred flag for a board of directors if

It was unable to be current onits -- on any of its
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expenses in the mddle of the year?

A Ch, yes. And that's why we did the rate study,
and that's why we tal ked with our |egal firnms.

Q So --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) So, why was it? Go ahead.

A And so that's exactly why we tal ked with our
| egal firms and di scussed our understanding of the case
and it having continued significant expenses projected
t hr oughout 2020 and for us to neet those we woul d need
an increased revenue cash flow, and that's why we did
the rate study, to understand how nuch we coul d increase
our base rates so that way we could work with our | egal
terms on a nonthly paynent plan towards our | egal
bal ance.

Q Isn't it true that the board had no earthly

| dea on a nonthly basis how nuch it was conmtting the

Conpany to pay for legal fees until it got invoices?
A Correct.
Q And so it was not until after those obligations

had been incurred and approved by the board of directors
that you were able to analyze the financi al
ram fications of them Isn't that right?

A Correct.

Q |"msorry, M. Nelson, but | just didn't hear
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you.

A Yes.

Q Can the Conpany identify the point intinme in
2019 where it had unpaid | egal invoices at the end of
t he nont h?

A Lat e Decenber.

Q The Conpany's contention is that was the first
time?

A That's when we | ooked at the invoices fromthe
wor k done in Cctober and the work done in Novenber.

Q Do you understand what |'m - -

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) -- really asking about?

A So, about, oh, | think $100, 000-plus for the
wor k done in Cctober and the work done in Novenber.

Q And the Conpany had no idea that was com ng, |
take it?

A |, personally, did not. | did not understand
t he cost of depositions and that the 48292 case woul d
start deposing, and so we just -- and then we had a
general counsel also in Cctober that was high and in
Novenber, as well. So, yeah, those were really, really
two hi gh nont hs.

Q I"'mgoing to tell you that the Conpany's

records reflect that it got behind on its legal bills in
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the m ddle of 2019. Does the Conpany deny that?

A | -- we were -- ny understanding is we had paid
all our legal invoices through Septenber and nost of it
i n Cctober.

Q WI |l the Conpany provide the records --

(Si mul t aneous di scussi on)

A -- the work in QOctober.

Q (BY M5. ALLEN) Is the Conpany willing to
provide the records to prove that?

M5. KATZ: Your Honor, |I'mgoing to object
to this. M. Allen is requesting records that are
out si de any of the marked exhibits and outside the scope
of this specific proceeding.

M5. ALLEN:  Your Honor, in RFlI 7 the PUC
Staff asked specifically for these records.

JUDGE SI ANOE Ckay. And --

(Si mul t aneous di scussi on)

M5. ALLEN: And | | ooked at those
yesterday and none of that is in there. So, | want to
know i f we can get them

JUDCGE SIANO Ckay. Well, the discovery
period has ended. So, if -- and | didn't see a notion
to conpel. So, sustained.

Q (BY M5. ALLEN) Ckay. You are famliar

wth a-- 1| think they call it a netric. Let's see what
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it's called. |I'mnot good with this. Let's see. It's
cal |l ed debt service coverage ratio. You're famliar
with that. R ght?

A (No audi bl e response)

JUDGE SIANO You're going to need speak
up.

A Yes.

Q (BY M5. ALLEN) It is an indicator of financial
condition. Correct?

A Yes.

Q Its idea is to |l et us know what resources a
Conpany has to pay its obligations over and above its
debt service. Right?

A | believe, yeah. So, it's the anount of profit
avai l able to pay the debt service, is ny understandi ng.
Q Well, do you have -- okay. What is a debt

service coverage ratio of 1.1 nmean?

A That neans that if you had debt paynment of $100
and you had profits of $110, you would have -- 110
di vided by 100 woul d be 1.1.

Q What is a debt service coverage ratio of
negative 2.1 nean?

A Negati ve sounds like it neans that you didn't
have cash flow to cover your expenses, and so then you

al so didn't have profit to cover your debt in that
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cal cul ati on.

Q Isn't it true that if we consider the unpaid
| egal expenses for services perfornmed in 2019, the
Conpany's debt service coverage ratio for that year is
negative 2. 157

A | don't know.

Q Has t he Conpany ever undertaken to consi der
what that netric would be if the board of directors were
to include anmobunts that the Conpany was obligated to pay
for 2019 but hadn't gotten around to?

A | have not.

Q kay. Do you know anybody with the Conpany who
has?

A | do not.

Q A debt service coverage ratio of negative 2.15
woul d be, in layman's terns, terrible. Right?

A Yeah.

Q It would be a signal to the board of directors
that it needed to do sonething drastic. Wuldn't it?

A Yes, and that's why we did the rate study and
t he rate change.

Q Can the board --

( Si mul t aneous di scussi on)
Q (BY M5. ALLEN) -- explain why it did not

I nclude all of the 2019 |egal expenses in its rate
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st udy?

A Yes, we were instructed that we could only use
what was actually paid for in 2019.

Q Who told you that?

A That's what was used in the nodel.

Q Who told you that you could only use expenses
t hat the Conpany had actual ly paid?

A What | recall was that was the gui dance we
recei ved from TRWA.

Q Did that make a |ick of sense to you?

A | do not know enough about all of the rules and
regul ati ons, and so we do ask questions and rely on
gui dance. And so what we were told is it had to be
actual paynents, and so we needed actual financi al
reports. And so that's what we used, and it net our
revenue requirenents.

Q Your actual revenue requirenents for 2019 were
much hi gher than what's in the nodel. R ght?

A Because of the costs incurred, the |egal costs
at the end of the year.

Q And you understand that when | use the term
revenue requirenent, I'musing it the way you do, but
"' mnot agreeing wth you that the Conpany had that
revenue requi renent. Can we have that understandi ng?

A ' mnot sure what you nean, but --
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Q kay. And so, when the board raised the rates,
it said: And we're going to have another 250 in | egal
fees in 2020. Right?

A That was our projection, yes, and --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) So, how the heck were you going
to pay the 120- or $150,000 in legal fees for 2019 that
you hadn't pai d?

A W were going to -- we worked with our [ egal
law firnms on an agreenent to where we coul d increase
rates to pay them $10,000 a nonth once the rates kicked
in, and so that's what we've been doing, is paying Lloyd
Gossel i nk and Enoch Kever $10,000 per nonth since the
rates increased.

Q Are you telling us that the rates that the
board adopted in 2020 were not ever designed to recoup
t he actual expenses that included the |egal fees for
20197

A They were increased to pay down the bal ance --
| egal bal ances until the | egal bal ances are gone, and
then we were to revisit the rates and reduce them

Q Your --

A So, the concept was --

(Si mul t aneous di scussi on)

Q (BY M. ALLEN) Okay. So --
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A So, the concept was to | ook at 2019, right, use
it in arate study to understand how high we could
i ncrease rates and then see if we could neet the $10, 000
a nonth per law firm And so that's where we were able
to do that, so at a | ower anmount than the TRWA
anal ysis --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) Ckay. So -- okay. | got it.
So, you designed these rates to enable you to neet a
budget of 10,000 a nonth per law firm going forward?

A Yep.

Q kay. Wthout regard to what the actual | egal
expenses m ght be?

A Wll, we were already in balance, so we were --

and we didn't have the cash on hand to pay off those

bal ances.
Q You were not in balance at the end of 2019.
A | said --

( Si nul t aneous di scussi on)
Q (BY M5. ALLEN) You just said that.
A -- we had | egal bal ances.
Q Ckay. That's what you nean by in bal ance? You
owed noney.
A | didn't say in balance. | said we had | egal

bal ances.
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Q | m sunderstood you. GCkay. So, the rate
design -- hang on, and let ne see if | can find that.
M. Nelson, is the -- | believe that the rate design

that the Conpany is relying on and that the board relied

on is a part of your testinmony. |Is that right?
A Yes, | believe so.
Q Can you help ne to locate it?
A Can you just open it up? | think it's one of

t he attachnents.

Q Probably not. | kind of thought that the
Conpany woul d probably be prepared to --

M5. KATZ: Your Honor, |I'mgoing to object
to sidebar. That was unnecessary.

JUDGE SI ANO  Sust ai ned.

M5. ALLEN. Ckay. Hold on. Hang on.
Hang on just a second, and | wll see if | can
accommodat e t hat request.

(Di scussion off the record)

Q (BY Ms. ALLEN) Ckay. M. Nelson, | think I've
got it. Let ne -- let nme see. (Ckay. Let's see here if
|"ve got the right thing. Can you see it on ny screen
yet? O, no, that's not it. It's --

A That | ooks like the --

Q |'ve got a spreadsheet up. Hang on a m nute,

and I'lIl try to fix that. | told you this is not really
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the best thing to do. Well, now !l really nessed things
up.

(Di scussion off the record)

JUDGE SIANO Ms. Allen, what are you
| ooki ng for?

M5. ALLEN. | amtrying to get back to the
screen that wll -- oops.

(Di scussion off the record)

M5. ALLEN: | don't know. | nade a ness.
| know, but | think I have kicked us out of the neeting.

(Di scussion off the record)

JUDGE SIANO W still see you.

M5. ALLEN: | think | have kicked nyself
out of the neeting. | amso sorry. | just -- I'm
very -- this is not sonething that I"'mvery facile wth.

JUDGE SIANO W still see you.

M5. ALLEN. Ckay.

JUDGE SI ANO Wi ch docunent are you
trying to pull up?

M5. ALLEN: |I'mtrying to pull up
M. Nelson's direct testinmony, and it is M\-2 Page 1 of
1. Does that hel p?

JUDGE SIANO It helps nme find it.

(Di scussion off the record)

Q (BY M5. ALLEN) M. Nelson, did that help you,
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the reference that | furnished?

A No. Could you show it to ne, please?
Q No, sir. I'msorry, but I can't. | nean, |
really literally cannot. |'msorry that | --

(Di scussion off the record)

JUDGE SIANO M. Allen, I'mgoing to give
you about 30 nore mnutes with this wtness.

(Di scussion off the record)

M5. ALLEN:  Your Honor, |'ve had a
technical difficulty over here. | don't really know
exactly what's happened. W're working on it as fast as
we can, and | apologize. | may have to -- | may have to
| eave the neeting and rejoin -- oh, wait. There we go.
Got it. There we go.

Q (BY M5. ALLEN) GCkay. So, M. Nelson, now
can try to showthis to you. GCkay. How about that?

Have | got it? WMN\-2. Is that it?

A The water revenue requirenent and rate design?
Q "' mlooking for the rate design that the board
relied on when it raised these rates. | want to nake

sure | got the right --
Ckay. Can you nmake it a little smaller?
| can try. How about that?

Ckay.

O » O >

And can you scroll down a little bit?
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A Yes, sir. Alittle bit nore. Alittle bit

nor e.
Q Yes, sir.
A That | ooks like it, yes.
Q So, this is MN-2 Pages 1 and 2. Right?
A Yes.

JUDCGE SI ANO  Speak up, please.

Q (BY M5. ALLEN) Can you just identify this for
the record, M. Nelson, so we'll know | ater what we were
| ooki ng at?

A It's the TRWA rate nodel that | used W ndernere
Caks Water Supply Corporation Year 2019 year-end
fi nanci al s.

Q And its Attachnment MN-2 Pages 1 and 2 to your
testi nony. R ght?

A Yes.

Q Ckay. Geat. Now, this shows -- first of all,
if | understand it correctly, this nodel included water
only. |Is that right?

You kind of cut out there. Please repeat.

Thi s nodel included water only. Correct?

> O >

No, that's incorrect.
Q kay. \Where can | find the analysis with
regard to the wastewater?

A The wat er and wastewater are conbi ned. These
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are totals for Wndernere Oaks Water Supply Corporation.
So, you see the total down there, the 576,192. |It's the
total .

Q Ckay. And I'mgoing to scroll down to the rate
cal cul ation part, and what | see here is that the
m nimum bill based -- for the base rate is cal cul ated at
$116.68. |Is that right?

A No. That is -- what you're looking at, $116. 68
per nonth, is a fixed cost portion of the base rate.

Q Okay. The Conpany did not alter its rates for
gal | onage charges. Correct?

A Correct.

Q So, it was not trying in early 2020, excuse ne,
to anal yze revenue requirenents and things such as that
for variabl e expenses. Correct?

A Correct. The --

Q Ckay.

A -- idea was we were a small Water Supply
Cor poration, you know, 271 nenbers at the tinme or so,
and we wanted for all the nenbers to participate in the
hi gher base rates, disparate the higher base rate --

( Si nul t aneous di scussi on)
Q (BY M5. ALLEN) Okay. Al right. Now, the

board didn't settle on the rates that were recomended

or yielded by this rate nodel. Right?
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A Correct.

Q Explain for us the additional analysis that the
board did in order to nake adjustnents to arrive at the
rates that it adopted.

A So, ny understandi ng was we wanted to increase
our nonthly cash flow or revenue by, say, al nost
16-$17, 000 per nonth so we coul d make | egal paynents of
$20, 000, 10,000 to both law firnms. And so when we
| ooked at that, that neant increasing base rates by
around $65 or so. And so we split the $65
60 percent/40 percent, 60 percent for water and
40 percent for wastewater. And so we added -- so we
mul tiplied that and added that to the previous base
rates, canme up wth the new base rate, conbi ned about
$156, and that was below the 174.59 here in this nodel.
And so we felt |like we could work with our | egal teans
and with a $10,000 a nonth paynent, and so we did not
I ncrease rates above that once we felt |ike we could
achi eve the $10, 000 nmonthly paynments to both law firmns.

Q Ckay. But that business about the $10,000 a
nonth nonthly paynents is not anywhere in the rate
design, right, that we see here?

A Ch, correct.

Q Ckay.

A Yeah, that TRWA nodel there --
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( Si nul t aneous di scussi on)
(BY M5. ALLEN) kay.
-- was to show of high could we increase rates.

Ckay.

> O >» O

We did not increase rates that high.

Q Has t he Conpany, in fact, used the increased
revenues to pay its |legal costs?

A Yes.

Q Has it used the increased revenues for any
ot her purpose?

A Not that |'m aware.

Q kay. So, what that neans is that -- so,
Rat epayer M ke Nel son paid an extra how nmuch a nont h?

A 65i sh.

Q So, M ke Nelson paid 65 a nonth extra, and the
Conpany covered his | egal expenses. R ght?

A For nme being sued, ny -- they covered ny | egal
def ense as a volunteer board director, yes, for ny
def ense.

Q Josie Fuller paid an extra $65 a nonth, and she
got exactly the sanme service she had al ways gotten.
Ri ght ?

A As all nmenbers.

Q Al nmenbers --

( Si mul t aneous di scussi on)
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A -- that Josie Fuller is any different than any
of our other nenbers.

Q The only ratepayers who are different are the
board nenbers who are having the Conpany pay their | egal
fees. Right?

A It's inportant for the volunteer board to be
protected --

(Si mul t aneous di scussi on)
M5. ALLEN:  Your Honor, he can do this if
he wants. | just need a yes or no.

A -- or else you wouldn't have a vol unteer board.

JUDGE SIANG M. Nelson, please just
answer the question asked.

Q (BY M5. ALLEN) Isn't it true that every other
rat epayer, besides the directors who are having their
| egal fees paid by the Conpany, pay the extra $65 a
nonth, and they get the sane service they have al ways
gotten?

A Not -- again, that was a very |ong sentence,
and |'m not understanding it.

Q The $65 a nonth does nothing --

A Al'l nmenbers pay $65 a nonth extra.

Q The $65 a nonth doesn't do a thing to increase
or enhance the services. Correct?

A Ch, no. It --
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Q Ckay.

A -- protects the Water Supply Corporation from
t hese | egal attacks. So, we would not have a Water
Supply Corporation if it did not defend itself.

Q Ckay. The level of service that was furnished
I n Decenber of 2019 and the |level of service that was
furnished in April of 2020 was the sane. Right?

A Vll, | like to think that we continuously
| nprove, but if you want to say people were able to turn
on faucets and get water and flush their toilets, yes,

t hat stayed the sane.

Q What changed is that the director ratepayers
al so got their legal fees paid. Right?

A The vol unteer board, yes. The defense costs
fromthe | awsuit brought by 48292, those |egal costs are
bei ng paid by Wndernere Oaks as per Texas lawis ny
under st andi ng.

Q Isn't it true that there is one of the
di rectors who doesn't even pay the rate increase and
gets his |legal fees paid by the Conpany?

A That's not ny under st andi ng.

Q M ke Madden is not a ratepayer. |s he?

A He's a former director, and so forner
directors, yes, are covered.

Q Here's ny question --
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( Si nul t aneous di scussi on)
A -- and they're volunteer board nenbers --

Q (BY Ms. ALLEN) M ke Madden is not a

r at epayer --
A -- and that he's no | onger a nenber.
JUDGE SIANO One person at a tine,
pl ease.

Q (BY M5. ALLEN) You can talk all you want,

M. Nelson, but ny question is sinple. Isn't it true --
( Si nul t aneous di scussi on)

A | don't know if M ke Madden is a nenber or not.

Q (BY M. ALLEN) You don't know?

A | don't.

Q You don't know whet her M ke Madden lives in
W nder nere?

A O has a property there.

Q Ckay.

A | don't.

Q Al right. Fair enough. Now, | want to ask
you about two other topics. | really want to be qui ck.
One of themis this: The Conpany produced to the Staff
a chart -- let ne see if | can find it -- that had to do
with gallonage. Okay? Let ne see if | can find it.
Ckay. Where is it? | wll find it, but do you recal

it, M. Nelson, because | believe you were the one who
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sponsored it?

A Can you show - -

( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) The staff asked the question:
How nuch gal | onage does the Conpany actually use for
2019. R ght? Well, I'll just -- it was -- it was
Attachnment Staff 4-6 Page 18, and it was a chart that
showed the gall onage. Do you recall it?

A Not off the top of ny head. If you could show
me, that would be great.

Q Ckay. We're going to see if we can get that
done. But, here, you can help ne with this while we're
wai ting. The Conpany didn't change the gall onage
charges in this rate increase. Correct?

A Correct.

Q So, if | wanted to know the revenue that the
Conmpany received fromwater sales on a gallonage basis,
all I would have to do is go to the tariff and find the
charge that is applicable to the tier and multiply it
out. Right?

A It's alittle nore conplex than that.

Q Ckay. What else would | need to do?

A If you're to build a nodel, you have different
charges for different anmounts. So, | believe the first

2,000 are at like $3.55, and then the next 2,000 or so
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Is at a higher rate. And the next 2,000 is another
rate, and then the next 4,000 is at another rate and so
on and so forth. So, as you use -- so, the first

2,000 gallons are cheaper than the next 2,000 --

Q Ri ght .

A -- which are al so cheaper than the next 2,000,
which is al so cheaper than as you go through the rates.
So, you have these different buckets with different
rates.

Q kay. And as long as | know, the gallons in
each tier that were actually used, | can multiply that
by the rate that is applicable to that tier, and I can
know t he Conpany's revenues on a gall onage basis.
Correct?

A You can build that nodel. | believe | built
t hat nodel .

Q Ckay. So, I'mgoing to see if | can find that
chart and visit with you about that.

M5. ALLEN: | would be happy to pass the
wi tness and sinply conme back for himto identify that
chart. It will take nme just a second. | thought | had
it, and | have the wong page.

JUDGE SIANO Okay. We do need to | eave
new tinme for Staff's cross and redirect.

M5. ALLEN. So, ny suggestion is they go,
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and I wll find that chart.

JUDGE SIANO  Well, it's alittle bit out
of order, but there may be sone efficiencies.

Are there any objections to that,

Ms. Katz?

(Di scussion off the record)

M5. KATZ: That's fine, Your Honor.

JUDGE SIANO Ckay. W'll take this a
little bit out of order and allow Comm ssion Staff to do
Cross-exam nation.

Go ahead, Ms. Lander.

M5. LANDER. Great. Thank you, Your
Honor .

CROSS- EXAM NATI ON
BY M5. LANDER:
Q Good afternoon, M. Nelson. M nane is Merritt

Lander. |I'ma Staff Attorney for the Public UWility
Comm ssion of Texas. | have just a couple of questions
for you. So, | know we've been over this a lot, but

there are approximately $171,000 in | egal expenses
included in the current rates that are the subject of
this conplaint. Correct?

A $171, 000, yes, was used in the rate study by
TRWA.  Yes.

Q Geat. And for one of the lawsuits for which
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| egal expenses that were included in the rate increase,
t he Conpany's insurance provider denied i ndemnification
of coverage for those | egal expenses based on a bad acts
exclusion. Isn't that correct?

A On the TOVA -- so, the very first lawsuit,
that's what you're referring to?

Q Yes, sir.

A Yes.
Q Ckay.
A | believe that there was a -- |'mnot well

versed in this, but | believe you are correct.

Q kay. So, the insurance conpany declined to
cover | egal expenses because it believed that the
di rectors had behaved badly. Correct?

A | believe it was because of a TOVA violation on
a neeting agenda. So, that property that was sold was
not properly -- the discussion of it was not properly
| isted on the neeting agenda back in |ike 2015,
Decenber .

Q Ckay. So, that's one of five lawsuits, is that
correct, the WeC is involved in at this time, or has
TOVA concl uded?

A That was the first one, and that's the one that
the Suprenme Court refused to hear. So, that one --

Q To rehear?
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A So, ny understanding is it's concl uded.

Q Ckay. And the WSC has now sued the insurance
conpany.

A Yeah. So -- | nean, yeah. Yeah. So, that's |
guess the formal way of working with themto provide
coverage. So, yeah, | nean, we're talking a | ot of
noney, and insurance conpanies, they just don't like to

pay a | ot of noney.

Q It is alot of noney. That's a very good --
A And we're working on a settlenent with them
Q Understood. GCkay. So, there was the |awsuit

related to the land sale. There was the TOVA Integrity
| awsuit. There was the lawsuit filed by the WSC agai nst
the AGs Ofice. |Is that correct?

A That was for -- yeah, PIA requests. So, that
was for attorney-client privilege protection.

Q Ckay.

A And those -- so it was with regards to the
| egal invoices and the notes that each of the line itens
contai ned, and so those were originally requested, |
believe, in 2019. And | believe those got rel eased
maybe 2020, so --

Q kay.

A -- after the -- well over a year later.

Q Ckay. So, there were Pl A requests, and the W5C
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decl i ned
when you
and say,
cl ai m ng
and said
di scl ose
A
to where

to provide sone |egal invoices. And, you know
do that, you have to file with the AGs Ofice
we're declining to provide these because we're
that they're privel edged. And so the AG rul ed
that you had to disclose -- the WSC had to
those. |Is that correct?

The -- actually, that went back and forth and

the AG then said the Water Supply Corporation

did not have to supply those. So --

Q
A

Q
A

provi ded
Q

I Nnvoi ces,

Ckay.

-- it went back and forth.

Ckay.

And then, eventually, it just went away when we
the | egal invoi ces.

| see. So, you didn't provide the |egal

and then the AG said you had to. And then,

there was a | awsuit against the AG and then the AG

deci ded that you did not actually have to rel ease the

| egal invoices. But then you decided to rel ease the

| egal invoices anyway?

A

Q
A

That's right.
Okay. Al right.
It's a great |egal system we have.
THE REPORTER: (Requested clarification)

It's a great | egal system we have.
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Q

(BY M. LANDER) Al right, and I just want to

be sure that | understand. That was four |awsuits,

right, that we just covered, and then this rate

proceeding, this appeal is the fifth proceedi ng?

A
I s TOVA.

Q

O >» O >

Gener al |

Q

What was the -- you said the [and sale. That

The --the I"'msorry. Then, there's the Doubl e

The 482927

Yes, sir. Yes, sir.

So, yeah. That's right.
Ckay.

So, we've got the TOVA, the 48292, the Attorney

t he i nsurance conpany, and the PUC.

Ckay. And for the test year there were about,

| think you said now, just over $250,000 in |egal

expenses?

A
Q
A
Q

Honor .

Ch, you nean for the work done in 2019?
Yes, sir.
Yeah.
Ckay.
M5. LANDER: Ckay. Pass the wtness,

JUDGE SI ANO.  Ckay.

Ms. Allen, are you prepared to --

Your
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M5. ALLEN: | am Let ne -- | found it.
So, there it is right there.

JUDGE SIANG.  And there will be no
friendly-cross, so to the extent that you just limt
your questions to what you previously intended.

CROSS- EXAM NATI ON ( CONTI NUED)

BY M5. ALLEN:

Q M. Nelson, | have found the gal |l onage
charge -- the gallonage chart. Sorry. [It's Attachnent
4-6 that the Conpany produced to the Staff. Do you
recognize it?

A | think I |ooked at it once.

Q Ckay. I'mgoing to mark it as Exhibit 26. It
was a part of Ratepayer 16, but I'mgoing to mark it
separately because 16 was not admtted.

JUDGE SIANO Ckay. Was it offered?

M5. ALLEN. It was, but -- actually, we
haven't offered our exhibits yet. But |I'mgoing to
offer this one separately because it's been
aut henticated as Exhibit 26, and this is the chart that
| was | ooking for.

JUDGE SIANO kay. You'll have to -- as
previously discussed, you'll have to mark those and
provide themto the other parties, as well as the court

reporter.
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M5. ALLEN: We will have that done before
the end of the day.

JUDGE SIANO (Ckay. Any -- so, you're
offering this.

Any obj ections?

M5. ALLEN: |I'moffering this to show the
actual gallonage sold by the Conpany, and then M. --
well, let nme just |et the panel rule on that one.

JUDGE SIANO.  Yeah. So, let ne find it.
This is -- okay. | have it.

Any objections to -- and you're -- this is
bei ng marked as Exhibit --

MS. ALLEN.  26.

JUDGE SI ANO Ms. Katz.

M5. KATZ: Your Honor, | have no objection
to this page.

JUDGE SIANO Okay. Marked as 26. It is
adm tted.

(Exhi bit Ratepayer No. 26 admtted)

Q (BY M5. ALLEN) And then, M. Nelson, the rates
are in the -- the current rates are reflected in
Attachnment MN-1 Page 3 of your direct testinony, right,
the chart of the current rates?

(Brief pause)

Q (BY M5. ALLEN) Here. Hang on. Let ne just

KENNEDY REPORTI NG SERVI CE, | NC.
512.474. 2233 order @ennedyreporting. com




© 00 N o 0o A~ w N P

N NN N NN R R R R R R PR R, e
o N W N P O © © N O U M W N P O

219

short circuit this, if | can. Doesn't always worKk.
Here we go. There we go. M\+1, Page 3 --

A Can you nmeke it a little smaller?

Q | can. Current rates, it has the gall onage
charges. Right?

A Yes. So, it has the --

( Si mul t aneous di scussi on)

Q (BY M5. ALLEN) And --

-- 90. 39 base rate and the 66.41 base rate.

>

Q | ' m aski ng about the gall onage charges, please.
( Si nul t aneous di scussi on)

Q (BY M5. ALLEN) And these are the sane
gal | onage charges that were in effect for 2019.

Correct?

A Yes.

Q Ckay. So, | can just -- | can figure out
revenues fromgallons sold by sinple nmultiplication.
Correct?

A Not quite that sinple. The anpunt of gall onage
for the very large use case needs to be reduced. | do
not know if that chart you have has the wastewater
treatnment plant and water treatnent plant included in
that. So, of course, the wastewater treatnent plant and
the water treatnent plant doesn't generate any revenue.

And so when you're doing a revenue cal cul ati on, you need
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to renove any of the water used by our two plants.
Q Well, that | understand, but the question that

Staff asked you was about gallons of water sold, and

this was --
( Si mul t aneous di scussi on)
A | didn't know the question that was --
( Si mul t aneous di scussi on)
JUDGE SIANO. One at a tine.
A -- and | don't know that table responding to

t hat questi on.
Q (BY M5. ALLEN) Okay. Fair enough.
M5. ALLEN: So, Your Honor, that's what |
said I1'd do, and that's what | did.
JUDGE SIANG Al right. You're done with
this witness?
MS. ALLEN. | am
JUDGE SI ANO  Ckay.
And let's see. Then, | guess it's
redirect, M. Katz.
M5. KATZ: Thank you, Your Honor.
REDI RECT EXAM NATI ON
BY M5, KATZ:
Q M. Nelson, Ms. Allen asked how the board
al l oned | egal expenses to exceed a certain nunber. Do

you have a duty to defend the Corporation?
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A Yes. The board has the duty to defend the
Corporation, and we cannot control what outside people
or folks do as far as bringing |lawsuits towards the
Cor por ati on.

Q Ckay. And when Ms. Allen -- there was sone
testinony regarding neters and rates. Are the rates

spread equally anong all cl asses?

A W only have the one cl ass.
Q Ri ght.

A So --

Q So, yes?

A ( Noddi ng) .

JUDCGE SI ANO Pl ease vocalize your answer
for the record.
A Yes.
JUDCGE SI ANG  Thank you.
Q (BY M5. KATZ) M. Nelson, do the rates show
preference of one class nore than anot her?
A No, it's one cl ass.
Q Because there's one -- thank you. And do they
di scri m nate agai nst any cl ass?
A No, just one cl ass.
Q Ckay. And there was sone discussion from

Ms. Allen and sone questions she asked you regarding the

noney, the revenue that was received fromthe increase
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in rates and where that was being used. And so you
testified that the noney, the revenue that was received
fromthe increased rates was used to pay | egal expenses.

Did that allow the Water Corporation to spend noney on

oper ational expenses, as well, by having that extra
revenue?
A Yes. So, having the extra revenue kept the

Wat er Supply Corporation viable where we could nmaintain
operations, do inprovenents, and also neet a m ni mum
obligation to our law firns.

Q And so is it fair to say that everybody, al
t he ratepayers benefit from having an operational Water
Supply Corporation that provides safe and reliable water
to everybody?

A Yes, definitely.

Q And, M. Nelson, are you a volunteer board

menber ?
A Yes, | am
Q And does -- do water supply corporations have

shar ehol der s?

A No.

Q Ckay.

A W have --
Q And so is --

( Si mul t aneous di scussi on)
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A -- menbers.

Q (BY M5. KATZ) Okay. And is there anybody el se
who woul d pay the | egal costs other than the Water
Supply Corporation, itself?

A No.

Q Ckay. And are you -- you, yourself, are a
rat epayer ?

A Yes, | am

Q Ckay. Did Wndernere OGaks file the TOVA and
the 48929 (sic) lawsuits?

A No.

Q And did the other insurance suit come out of
t hose?

A Yes.

Q And did the rate increase occur because of

t hose | awsuits?

A Yes.

Q And did the PIA or Public Information Act
requests litigation cone out of those |aws, as well?

A That's a good guess, but | don't know for
certain.

Q Ckay. That's okay. Are all of those lawsuits
really stemming fromthe initial two lawsuits that were
filed agai nst Wndernere Qaks?

A Yes.
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M5. KATZ: Pass the w tness, Your Honor.

JUDGE SIANG Al right. At this point
"1l allow sonme |imted additional cross. |If there's
anything else, it will be limted to the redirect.

Ms. Allen, you're --

M5. ALLEN: [|'ve got it now. Sorry.

JUDGE SI ANO  Ckay.

RECROSS- EXAM NATI ON

BY Ms. ALLEN:

Q M. Nelson, isn't it true that the Conpany has
no obligation to pay defense costs for either current or
former directors?

A That's not ny understanding. | disagree.

Q You know t he Conpany's bylaws do not require
t he Conpany to pay defense costs for current or formner
directors. Correct?

A My understanding is the bylaws are to be
consistent wwth Texas | aw and that Texas |aw requires
the corporations with volunteer boards to defend their
vol unt eer board nenbers.

Q Al right. Tell you what, we're not going to
bel abor this point at all, but let's just mark the
byl aws. And then we can see for ourselves. Are you
seeing the byl aws of the Conpany on your screen?

A Yes.
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Q I"mgoing to -- and you know that they're the
byl aws. Right?
A They | ook |ike them yes.

M5. ALLEN: Okay. |I'mgoing to mark the
byl aws as Exhibit 27 and offer theminto evidence.

JUDGE SI ANO M. Katz.

M5. KATZ: Your Honor --

JUDCGE SI ANO Have these been previously
subm tted?

M5. ALLEN: They have not. They have not.

( Si nul t aneous di scussi on)

M5. ALLEN: | had no idea that a
representative of the Conpany would testify that the
byl aws contain sonething they do not contain. And so |
want just to put theminto evidence, and we can read
them for ourselves. | am--

(Si mul t aneous di scussi on)

M5. KATZ: Your Honor --

JUDCGE SIANO (Okay. Any objection,

Ms. Katz?

M5. KATZ: | have no objection, Your
Honor, but | wll say | believe that we did provide
these in either our testinony that's been admtted as
part of the attachnments or in RFl responses. To be

honest, |'mnot sure off the top of ny head, but we have
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no objection. But this has been provided in sonme form
or fashion.

JUDGE SI ANO  Ckay.

So, Ms. Allen, | don't know where they
are. Really, it's an issue of marking and getting them
to the court reporter, and if they're not --

M5. ALLEN: | can do that.

JUDGE SIANO -- if they're not here, then
the court reporter doesn't have a copy either. So,
since there's no objections, |I'll admt them but you're
going to have to submt themto SOAH under the sane
format as the other exhibits, properly marked the nunber
of copi es.

M5. ALLEN. WI I do.

JUDGE SI ANO  Ckay.

Q (BY M5. ALLEN) M. Nelson, isn't it true the
board made a discretionary decision to advance | egal
expenses to the directors?

A No, | recall the board passing a notion to
def end our vol unteer board directors.

Q kay. The notion was sonething that the board
deci ded on. Fair enough?

A Yes.

Q And when the board did that, the board had no

| dea how much m ght be spent on that effort. |Isn't that
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right?
JUDGE SIANO You're going to need to
speak up.
Q (BY M5. ALLEN) Is that a "Yes"?
JUDCGE SIANG We can't hear you.
A Ch, vyes.
JUDCGE SI ANO  Thank you.
A Sorry.
Q (BY M5. ALLEN) The board nmade no effort to put

any kind of limtation on that effort. Isn't that
right?

A No.

Q It's not right, or the board nade no effort to

put on a limtation. You say it yourself.

A As | stated previously, we have two attorney --
two law firnms working the 48292 case and that we asked
themto coordinate efforts to use each other's work so
we are not basically getting double-billed for the sane
wor K.

Q Let ne ask it this way: An insurance conpany
m ght say, there are |imts of coverage. Are you with
me?

A (No audi bl e response)

Q Are you foll ow ng ne?

A | don't know where you're going.
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Q It doesn't matter. The Conpany never said,
there are limts of coverage. Ddit?

A The Corporation doesn't know the limts that
the people bringing lawsuits against it wll go.

Q Isn't it true that the board, in the exercise
of reasonabl e diligence and acting prudently, ought to
have determ ned what anmount of noney was needed to
operate the system and then deci ded whet her there was
any noney left over to defend the directors? 1Isn't that
ri ght?

A In the budget for 2020, that's exactly what we
did. So, we |ooked at what was needed to run the
Corporation and what we needed to do to neet the
agreenment of the mninmal |egal paynents towards our
bal ances.

Q Isn't it true that the Conpany, itself, has
limtations in its governing docunents about what it can
do with its assets for its own benefit?

A Yeah.

Q It cannot use its assets for purposes other
than to provide water and wastewater service for its
menbers. Isn't that right?

A | don't know. That seenms really restrictive.
What you just said doesn't nmake sense to ne.

Q Did the board -- in approving these |egal
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expendi tures for the Conpany, did the board give any
attention to the prohibition in the Conpany's governing
docunments about the use of its resources?

A Yeah, the board di scussed and under st ands t hat
I f the Corporation doesn't defend its volunteer board,
there woul d be no volunteer board. If every individual
who becane a board nenber could be sued and woul d have
to cover their own | egal defense costs, there would be
no vol unt eer board.

M5. ALLEN:. (bjection to the --

A That woul d severely danmage the Corporation and

I ncrease costs to all nenbers significantly.

JUDGE SIANO M. Nelson, there's an

obj ecti on.

I"'msorry, Ms. Allen. Go ahead.

M5. ALLEN: |I'msorry, Your Honor. | was
interrupting him and | didn't nmean to do that. | am

objecting to the speculative nature of that testinony
and its nonresponsi veness.

JUDGE SI ANO Ckay. Well, | think he's
testifying as to the basis for why the coverage was
given at the tine the decision was nmade. So, overrul ed
as to speculation. 1'Il allowit.

Q (BY M5. ALLEN) So, M. Nelson, what | was

really asking you, and if you'll answer it, I'll let you
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go. What | was really asking you is, when the Conpany
made the decision to pay these | awers kind of whatever
t hey invoiced for these two pieces of litigation and
other things that are related to this litigation, did
the board give any attention to the prohibition in the
Conpany's governi ng docunents about using its assets for
pur poses other than to provide water and wastewater
services to the custoners?

A Yeah, the board works to follow all the byl aws
and act consistently within them

Q What attention did the board give to the
prohi biti on agai nst using conpany assets for purposes
ot her than the provision of water and wast ewat er
services to the custoners when it decided to authorize
t hese | egal fees?

A W work with our legal teans to make sure that

we are working within the boundaries of our bylaws and

our incorporation. So, our -- yeah. So, we feel good
about the -- what has taken place.
Q And the -- just so that I'mclear, the "we"

that you're tal king about are the people who are

receiving the benefit of the rate increase. |Is that
right?
A The "we" is the board that nmade the deci sion.

Q And that's the board that's receiving -- that's
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at least part of themgetting their |egal fees paid.
Ri ght ?

A Part of them were added to the48292 |lawsuit in
Novenber of --

Q And that's the -- right. And --

(Si mul t aneous di scussi on)

A -- 2019.

Q |"'msorry. And that's the "we" that decided to
rai se these rates. Correct?

A That board -- yeah, so it was the sane board as
in late 2019, early 2020 that did the2020 budget and
rate increase. Yeah, and --

M5. ALLEN: Pass the w tness.

A -- the notion that was nmade was done in, |
bel i eve, August of 2019 before the directors were added
to thed48292 case.

Q (BY M5. ALLEN) GCh, M. Nelson, that is why we
have that petition in the record because --

MS. KATZ: Your Honor --

Q (BY M. ALLEN) -- we can go back and | ook at
t he date.

M5. KATZ: Your Honor, |'mgoing to object
to sidebar again. | didn't hear a question there. It
sounded |i ke she was testifying.

JUDGE SI ANO.  Sust al ned.
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Q (BY M. ALLEN) Are you saying that the
directors were not nade parties to the lawsuit unti
after the rate hike?

A | didn't say that at all.

Q Ckay. Because you know that the board that
voted on the rate hi ke was sued individually for

personal liability in Novenber of 2019. R ght?

M5. KATZ: Your Honor, at this point |I'm

going to object that this is outside the scope of what

was in ny redirect.
JUDGE SI ANO:  Sust ai ned.
M5. ALLEN:. Pass the w tness.
JUDGE SIANO. Al right.
Anyt hi ng el se, Ms. Lander?
M5. LANDER: Just one quick question.
RECROSS- EXAM NATI ON
BY M5. LANDER:

Q M. Nelson, you said that the WSC has a duty to

def end board directors. Correct?

A Yes.

Q Does the WSC al so owe a duty to its nenbers?

A Yes.
M5. LANDER: Al right. Thank you.
JUDCGE SI ANO Ms. Kat z.

M5. KATZ: | have nothing further other
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than to |l et you know that for purposes of the record and
everybody el se's briefing purposes this was included in
W ndernere Oaks Exhibit 2, and it would be | ocated on
Page 27 of 188, the byl aws.

JUDGE SI ANO  Ckay.

M5. KATZ: So --

JUDGE SIANO So, it mght be easier to

just -- Ms. Allen, for purposes of keeping a clean
record, instead of submtting your exhibit -- what was
it? 1've lost it now.

THE REPORTER  27.

JUDGE SI ANO  27.

MS. ALLEN.  27.

JUDCGE SIANG  So, instead of submtting
your Exhibit 27, just to keep it clean, the record --
just reference the one that is already in evidence in
Exhibit 2 beginning with Page --

M5. KATZ: 27, | believe, Your Honor.

JUDGE SI ANO  27.

M5. ALLEN:  Your Honor, |'m assum ng that
those are the bylaws that were in effect at the rel evant
time. They've been changed fromtinme to tinme, but |I'm
just going to nmake sure.

JUDGE SIANO kay. Go ahead.

(Brief pause)
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(Di scussion off the record)

M5. ALLEN:  Your Honor, the -- | cannot
tell you that it is a distinction with a difference
because | don't know the answer, but the bylaws that are
attached to M. G nenez's testinony postdate the
deci si on-naking that we're tal king about. And so | want
to be sure that we have the applicable bylaws, and those
| know are 27.

JUDCGE SIANO Okay. That's fair.

M5. ALLEN. kay.

JUDGE SIANO.  |'ve admitted Exhibit 27.

(Exhi bit Ratepayers No. 27 admtted)

JUDGE SIANO. Go ahead and submt it as
previously discussed, and if there's a difference, then
you can point that out. |If not, then referencing either
one w Il be sufficient.

Ckay. And, Ms. Allen, | understand that
you wanted to make another offer of proof, and we are
comng close to the end of the day. But --

M5. ALLEN:  Your Honor, | want -- yes. |
want to remind nyself that that is still necessary
because | don't want to waste tinme, | did have notes
about that, and let nme just doubl echeck to see if that's
necessary.

(Brief pause)
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M5. ALLEN: It is with one topic -- with
respect to one topic, Your Honor. And, again, you can
tell me whatever procedure you want ne to follow M
under standi ng of the procedure is | would -- ought to
ask the wtness, but |I'll do whatever you I|iKke.

JUDGE SIANO If it were your own wtness,
then you'd certainly be able to, but it's not necessary
for an offer of proof. And I'mnot going to conpel this
W tness to answer your questions in order for you to
make that offer.

So, Ms. Sinon, what we're going to do now
is Ms. Allen is going to make an offer of proof, and so
we're going to need that segnented out into a different
portion of the transcript.

JUDGE SIANO. Go ahead, Ms. Allen.

M5. ALLEN:  Yes, Your Honor.

(The foll ow ng pages, 236 through 238, are

Rat epayers O fer of Proof.)
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PRESENTATI ON ON BEHALF OF
W NDERMERE OAKS WATER SUPPLY CORPORATI ON ( CONTI NUED)
JUDGE SIANO Ms. Sinon, we'll go back on
the record now.

Ckay. So, we've gotten through al nost all

of Wndernere's witnesses. W have Joe G nenez. It

m ght be wi shful thinking to -- that we m ght concl ude

with himtoday, but I"'mwlling to throwit out there.
Ms. Allen.

(No audi bl e response)

JUDGE SIANO | can't hear you.

M5. ALLEN. I'msorry, Your Honor. | was
gi ving that sone serious thought and to see if | can get
t hat done, and | would disappoint you, I'mafraid, if |
said that | could get that done. And | don't want to do
that, so --

JUDGE SIANO Ckay. Do you think we would
be able to get a neaningful anmount of his
Ccross-exam nati on done today? W can --

M5. ALLEN: Quite frankly, I'mafraid
woul d di sappoint you if | said that we would. | always
endeavor to get done as quickly as possible, and
sonetinmes it does not work.

JUDGE SIANO Al right. Let's see,

Ms. Lander, does the -- at this point does the
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Commi ssion Staff have any cross for M. G nenez?

M5. LANDER: No, Your Honor. W waived
him as well. W only have cross for G ant Rabon.

JUDGE SIANO Ckay. And | understand that
that can change, but I'mjust trying to get an idea of
what we're | ooking at. OCkay. Well --

M5. ALLEN:  Your Honor, if it would be at
hel pful -- and | don't nmean to interrupt, but if it
woul d be at all hel pful, we would just stipulate that
M. Gnenez, if called by the WOASC, would say that his
testinmony would be set forth in his witten testinony,
and we woul d be prepared to start in the norning right
away W th cross-exam nation, if that helps at all.

JUDGE SIANO Ckay. Well, M. Sinon,
let's go off the record here.

(Recess: 4:24 p.m to 4:27 p.m)

JUDGE SIANO Let's go back on the record
that we're going to adjourn today and pick up with Joe
G nenez tonorrow. Ms. Allen has been instructed to
submt the exhibits admtted today, as previously
di scussed. And | think that's everything.

M5. KATZ: Judge Siano, what tinme are we
reconveni ng tonorrow?

JUDGE SIANG. | think we're schedul ed for

9:00 aam Was there a preference for a different tinme?
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M5. KATZ: No, | was just meking sure.

JUDGE SI ANO  Ckay.

M5. ALLEN: Not for us. W're happy to
begin at 9:00.

JUDCGE SIANG 9:00 a.m tonorrow. This
hearing is adjourned. Have a good day.

(Proceedi ngs recessed: 4:28 p.m)
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          1                     P R O C E E D I N G S



          2                  WEDNESDAY, DECEMBER 1 2021



          3                          (9:05 a.m.)



          4                 (Exhibit Windermere Nos. 1 through 10



          5                 marked)



          6                 (Exhibit Ratepayers Nos. 1 through 27



          7                 marked)



          8                 (Exhibit Staff Nos. 1 through 5 marked)



          9                 JUDGE SIANO:  All right.  I call to order



         10   SOAH Docket No. 473 dash -- let's see.  Ms. Griffin are



         11   you recording this?



         12                 THE REPORTER:  I'm not.



         13                 JUDGE WISEMAN:  Judge Siano, I started the



         14   Zoom recording.



         15                 JUDGE SIANO:  Okay.  So we have a court



         16   reporter, and so we'll just rely on the court reporter



         17   to transcribe this hearing and that will be the



         18   recording of this process.



         19                 JUDGE WISEMAN:  You don't want the Zoom?



         20                 JUDGE SIANO:  No.  Okay.  So we've got



         21   some more attendees here.



         22                 All right.  I'm sorry.  I call to order



         23   SOAH Docket No. 473-20-4071.  That's PUC Docket 50788.



         24   This is styled the Ratepayers Appeal of the Decision by



         25   Windermere Oaks Water Supply Corporation to Change Water
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          1   and Sewer Rates.



          2                 My name is Christiaan Siano, and I am



          3   presiding here today with Judge Daniel Wiseman.



          4                 And today's date is December 1st, 2021.



          5   The time is approximately 9:00 a.m.



          6                 And we'll begin by taking appearances of



          7   the Parties and we'll start with the Ratepayer.



          8                 MS. ALLEN:  Good morning.  Kathryn Allen



          9   here on behalf of the Ratepayers.



         10                 JUDGE SIANO:  Thank you.  And for the



         11   Water Supply Corporation?



         12                 (No response)



         13                 JUDGE SIANO:  All right.  Is anyone here



         14   on behalf of the Water Supply Corporation?



         15                 MR. BURRIS:  George Burriss, General



         16   Manager of WOWSC.



         17                 JUDGE SIANO:  Thank you.  And what I'm



         18   looking for is your legal representatives.



         19                 MS. MAULDIN:  Your Honor, can you hear us?



         20                 MS. ALLEN:  Yes.  Thank you.  There you



         21   are.  Now, I can.



         22                 MS. MAULDIN:  Sorry.  We were having some



         23   technical difficulties this morning.



         24                 This is Jamie Mauldin and Robyn Katz on



         25   behalf of Windermere Oaks Water Supply Corp.
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          1                 JUDGE SIANO:  Thank you.



          2                 MS. MAULDIN:  And with me today are all of



          3   the witnesses who presented testimony.



          4                 JUDGE SIANO:  Very good.  Thank you.  On



          5   behalf of Commission Staff.



          6                 MS. LANDER:  Good morning.  This is



          7   Merritt Lander and Rachelle Robles for Commission Staff.



          8   And all of our witnesses who submitted testimony, aside



          9   from Heidi Graham, are here as well.



         10                 JUDGE SIANO:  All right.  Thank you.



         11                 So the Water Supply Corporation filed



         12   objections to the witness and exhibit list.  The



         13   Ratepayers filed a response.



         14                 As I see it, I can take argument on that



         15   now.  But as I see it, those objections are premature



         16   and you can raise those at the appropriate time when the



         17   exhibit is offered.



         18                 But if there was anything more to that,



         19   then I can hear that now, Ms. Mauldin.



         20                 MS. MAULDIN:  Your Honor, we're fine with



         21   waiting on that.



         22                 JUDGE SIANO:  Okay.  Both Judge Wiseman



         23   and I have reviewed the prefiled testimony, and we are



         24   familiar with this case.  But if there are any opening



         25   statements, we'll hear those now.
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          1                 Ms. Mauldin.



          2                 MS. MAULDIN:  Yes, thank you, Your Honor,



          3   Windermere Oaks would like to present a brief opening



          4   statement at this time.



          5                 JUDGE SIANO:  Go ahead.



          6                OPENING STATEMENT ON BEHALF OF



          7           WINDERMERE OAKS WATER SUPPLY CORPORATION



          8                 MS. MAULDIN:  Okay.  Thank you, and good



          9   morning, Your Honor.



         10                 The Texas Water Code and the Public



         11   Utility Commission's Substantive Rules are very clear



         12   about how limited the scope of this appeal brought by



         13   the Ratepayers is.  The Commission is required to hear



         14   the appeal de novo and may only consider the information



         15   that was available to the governing body at the time it



         16   made its decision to increase the rates.  In fixing the



         17   rates, the Commission must use a methodology that



         18   preserves the financial integrity of the utility.



         19                 It is undisputed that Windermere Oaks knew



         20   that it amassed a large amount of legal fees due to



         21   lawsuits filed against it and its directors.  Windermere



         22   Oaks also knew that those lawsuits were not going to end



         23   immediately after the rates were approved and were



         24   likely to keep incurring legal fees.



         25                 Windermere Oaks knew that its legal
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          1   disputes were ongoing and that they were not in control



          2   or able to withdraw the lawsuits filed against it.



          3   Indeed, the records shows that Windermere Oaks has



          4   continued to incur legal fees with three different law



          5   firms.  The record also shows that if it hadn't raised



          6   rates when it did, it would not have been able to



          7   provide water and wastewater service to its members and



          8   make minimal payments to the attorneys defending it in



          9   district courts.



         10                 In sum, the legal fees approved in base



         11   rates that are the subject of this appeal are recurring



         12   costs and should be upheld.  Without the rate increase,



         13   Windermere Oaks will be unable to pay the attorneys



         14   defending them in several cases.  The members bringing



         15   the lawsuits, multiple PIA requests, and this appeal



         16   have insured that these rates are recurring.



         17                 In sum, Windermere Oaks is here against



         18   its will, incurring additional legal fees to defend this



         19   rate case.  We are very aware that the system has a



         20   small number of customers and that these fees create a



         21   large impact on the members of the Water Supply Corp.



         22   We are also not here to litigate the underlying matters



         23   in separate litigation.  That is being handled in other



         24   forums.  We are only here to assess whether the rate



         25   increase approved in March of 2020 was reasonable.
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          1   That's it.



          2                 As Lead Counsel on this matter, I am here



          3   and available, if necessary, but I am turning over the



          4   duties of first chair to my co-counsel, Robyn Katz.  We



          5   are mindful of rate case expenses, and as such, I will



          6   often be down the hall but available, if necessary.



          7                 To sum it up, the evidence shows that



          8   Windermere Oaks, the Windermere Oaks board knew and had



          9   to pay increasing legal bills caused by certain



         10   ratepayers when it approved the rates and that the Water



         11   Supply Corp couldn't operate without the increase.  This



         12   is still true today.



         13                 The rates approved are just and



         14   reasonable, are not unreasonably preferential,



         15   prejudicial or discriminatory.  Most importantly, the



         16   Commission must use the methodology that preserves the



         17   financial integrity of the utility.  If this appeal is



         18   granted and the rate increase is reversed, the utility



         19   will be unable to operate and serve its members.



         20                 Thank you.



         21                 JUDGE SIANO:  Thank you.  Let's see.



         22                 Ms. Allen.



         23                 (No response)



         24                 JUDGE SIANO:  You're muted.  You'll have



         25   to unmute yourself.
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          1         OPENING STATEMENT ON BEHALF OF THE RATEPAYERS



          2                 MS. ALLEN:  Zoom is not my platform, so I



          3   apologize ahead of time.



          4                 Let my say first that the Ratepayers are



          5   very grateful for this opportunity to appear before you



          6   and to present the facts, as they understand them, and



          7   as they believe them to be.



          8                 The Ratepayers -- from their perspective,



          9   what has happened here is really very simple.  What to



         10   do about it is another matter.



         11                 What has happened is that there was a land



         12   transaction in 2016 that some members believed was



         13   unethical, illegal, and otherwise invalid.  They



         14   exercised their right to challenge that in court, and



         15   when they did that, the insurance carrier denied



         16   coverage and it said it was not going to provide defense



         17   costs for the directors whose conduct was at issue.  It



         18   said the policy didn't cover illegal acts and



         19   intentional misconduct.  Whether that's right or wrong



         20   is really irrelevant.  What we do know is the insurance



         21   company was not going to pay the bill.



         22                 So what happened was that the directors



         23   instead used the Ratepayers' money to pay their bill,



         24   and they paid the lawyers whatever the lawyers wanted to



         25   take all of the steps that were needed to keep them from
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          1   being held liable, and we've seen the legal bills that



          2   are associated with that.



          3                 There was a point, I think, earlier than



          4   the company would like to admit, when the Ratepayers



          5   just didn't have enough money to pay all of the



          6   director's legal bills and the cost to operate their



          7   system.  And at a point, the board of directors raised



          8   the rates in order to generate revenues to pay their



          9   legal bills.



         10                 The members exercised their right to make



         11   a legal challenge to that, and that's what we're here



         12   today about.  The directors used $200,000 or more of the



         13   Ratepayers' money to defend the rate hike to raise money



         14   to pay their legal costs.



         15                 Now, every single time that those legal



         16   costs were paid or incurred, the board made a decision



         17   to approve them.  The Ratepayers were astonished when in



         18   this proceeding the board took the position that it was



         19   not in control because, Judges, if the board was not in



         20   control of whether and to what extent the Company's



         21   resources were going to be spent, then who was?  It was



         22   the board's job to be in control, and we could not have



         23   been more surprised when their position was they didn't



         24   exercise any control.



         25                 Not one of those dollars for legal fees
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          1   improved the level or the quality of water and



          2   wastewater service.  Not one of those dollars went to



          3   build plants or lines or anything that facilitated the



          4   operation of this system.  Not one of those dollars went



          5   to address customer concerns about billing or metering,



          6   not one.  All of those dollars went to pay the



          7   directors' legal fees on a land transaction that had



          8   nothing to do with service.



          9                 What we believe the evidence will show is



         10   that these legal costs are not cost of service.  They



         11   are not properly includable in ratemaking.  They're not



         12   chargeable to the ratepayers, but here you are.  You've



         13   got a system that is owned by the Ratepayers, and so



         14   what do we do about it?  Well, we've got some ideas



         15   about that, but we'll see how the facts come out and do



         16   what we can to guide what might be an appropriate



         17   solution to get the company out of this mess.  Our



         18   effort will be to find the people who precipitated this



         19   and look for ways that they can be held accountable for



         20   what they have caused.



         21                 Of all of the people on the universe, it



         22   was not the Ratepayers -- at least not the Ratepayers



         23   who weren't on the board.  It was not them who made



         24   these decisions.  The idea that the board was not in



         25   control is specious.  For the same reasons that we will
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          1   show that this rate increase is not just and reasonable.



          2   We believe that these ratemaking expenses are not



          3   reasonable and therefore are not includable.  If they



          4   are, then there is no way that the Ratepayers and



          5   members of a water supply corporation can ever hold



          6   their fiduciaries accountable.  These fiduciaries at



          7   every turn said --



          8                 MS. MAULDIN:  Your Honor, excuse me.  At



          9   this point, I'm going to object.  I think that this is



         10   improper argument.  This is an opening statement where,



         11   I believe, Ms. Allen has presented what she expects the



         12   evidence will show.  But instead, she's taking us on a



         13   path of testifying herself.  And there will be a time



         14   for that, but I would object to that, Your Honor.



         15                 JUDGE SIANO:  All right.  Yeah, Ms. Allen,



         16   this is really just meant for a brief overview, and this



         17   will not be considered for purposes of evidence but an



         18   overview of your position.



         19                 MS. ALLEN:  Overview given.  Understood.



         20                 JUDGE SIANO:  Thank you.  All right.



         21   Let's see.  Is it Ms. Lander, Commission Staff.  You're



         22   on mute.



         23                 MS. LANDER:  Yes, Your Honor, commission



         24   Staff does not need to make an opening statement.  But



         25   thank you.
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          1                 JUDGE SIANO:  All right.  Thank you.  I do



          2   want to -- before we get started -- comment on the



          3   scope.  As the Parties have alluded to, this is a



          4   hearing that -- de novo.  For those who are -- may not



          5   be familiar with the PUC process, we will not make a



          6   decision at the conclusion of this hearing.  We will --



          7   the Parties will be asked to submit briefs and -- which



          8   is a written closing.  And -- after that point, we will



          9   have 60 days to review the evidence and issue a proposal



         10   for decision, which ultimately goes to the Commission



         11   for final decision.



         12                 But what we're doing here is, it is a



         13   review de novo, which means that we give no deference to



         14   the board's decision.  And we are limited to considering



         15   the evidence -- the information that was available to



         16   the board at the time it made its decision, except as to



         17   the extent that some subsequent information tends to



         18   shed light on that information.  So it is somewhat



         19   limited.



         20                 The Commission's Preliminary Order also



         21   sets out the list of issues, and one of them is whether



         22   the rates in this matter are unreasonably preferential,



         23   prejudicial or discriminatory.  Well, the Commission has



         24   set this out as a threshold issue, and there are -- this



         25   is in Item Issues No. 4 and 5, which means that we get
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          1   to the remaining issues only after we make a decision on



          2   whether the rates are unreasonably preferential,



          3   prejudicial, or discriminatory.  There's some recent



          4   Commission precedent on this issue in PUC Docket 49351,



          5   and that's SOAH Docket 473-19-5674 in which the



          6   Commission took the position that under 13.043(j) the



          7   Commission must find that the rates appealed are



          8   unreasonably preferential, prejudicial, or



          9   discriminatory before setting just and reasonable rates.



         10                 In my review of the evidence, I have not



         11   seen any evidence on those issues.  And if the Parties



         12   can direct me to that, that might be helpful.  But we



         13   have been tasked with addressing that as a threshold



         14   issue before we address the remaining issues.



         15                 If the Parties wish to confer on that, I



         16   can allow some time for that, but I would like some



         17   guidance from the Parties.



         18                 MS. MAULDIN:  Your Honor, Jamie Mauldin,



         19   with Windermere Oaks.  We would gladly take about 5 to



         20   10 minutes to find cites for you in our testimony where



         21   you can find that information, or however you want to



         22   handle it.  We can do it now, or we can send it to you



         23   later.



         24                 JUDGE SIANO:  Ms. Allen.



         25                 MS. ALLEN:  Your Honor, we are also happy
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          1   to take a few moments to see if there are places that we



          2   could refer you to directly or to let you know that we



          3   will also be doing some additional briefing, if that's a



          4   helpful thing to do.



          5                 JUDGE SIANO:  We can address it in



          6   briefing, or we can address it now.  I just want the



          7   Parties to be aware that the Commission views this as a



          8   threshold issue and we will therefore have to be



          9   addressing it as such.



         10                 Ms. Lander.



         11                 MS. LANDER:  Yes, Your Honor.  Staff would



         12   love to have a few minutes.



         13                 JUDGE SIANO:  Okay.  Let's take a



         14   10-minute recess.  Back in 10 minutes.



         15                 Going off the record.



         16                 (Recess:  9:25 a.m. to 9:40 a.m.)



         17                 JUDGE SIANO:  All right.  It looks like



         18   everyone is back.  We can go back on the record.



         19                 Okay.  The parties -- after a short



         20   recess, how would the Parties like to proceed?



         21   Ms. Mauldin.



         22                 MS. MAULDIN:  Your Honor, we have



         23   identified several places in testimony that would



         24   support your request, and so I can read it off to you or



         25   present it in another way.  Your preference.
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          1                 JUDGE SIANO:  Let's hear from Staff.  Go



          2   ahead, Ms. Lander.



          3                 MS. LANDER:  Staff would actually prefer



          4   to address this issue in a briefing.  I believe that



          5   there are several places in testimony that are relevant,



          6   but because Bear Creek was decided after the list of



          7   issues was filed in our docket and after testimony was



          8   filed in our docket, we'd like a little bit of time to



          9   gather our thoughts.



         10                 JUDGE SIANO:  Okay.  Do you think that



         11   additional testimony is necessary?



         12                 MS. LANDER:  It is possible that



         13   additional testimony could be necessary, but I think



         14   it's also possible to rely on the record at this time.



         15                 JUDGE SIANO:  Okay.  Ms. Allen.



         16                 MS. ALLEN:  Your Honor, it's the



         17   Ratepayers' -- am I muted?  I'm sorry.



         18                 It's the Ratepayers' position that the



         19   company has failed to comply with the provisions of its



         20   tariff that require it to levy an assessment in the



         21   event that there were an operating deficit.  And that



         22   that is, as a matter of law, unreasonable, failure to



         23   comply with its tariff.  In addition to that -- and we



         24   rely more than anything on the testimony of Mr. Nelson



         25   and Mr. Rabon --
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          1                 JUDGE SIANO:  Ms. Allen, I'm not asking



          2   for argument right now.  I'm asking for -- how would you



          3   like to proceed given that the Commission requires --



          4                 (Simultaneous discussion)



          5                 MS. ALLEN:  I understand.



          6                 JUDGE SIANO:  -- us to address the



          7   threshold issues?



          8                 MS. ALLEN:  I'm going to get the hang of



          9   this PUC proceeding, and I apologize.  I appreciate the



         10   guidance.



         11                 I do not believe -- the Ratepayers do not



         12   believe that additional evidence will be required and



         13   are prepared to go forward.  And if it's helpful, we can



         14   supply in writing something that cites specifically to



         15   the testimony that we rely on.



         16                 JUDGE SIANO:  You'll have that opportunity



         17   in post-hearing briefing.



         18                 MS. ALLEN:  All right.



         19                 JUDGE SIANO:  All right.  And thank you,



         20   Ms. Mauldin, I do not need cites to that testimony right



         21   now.  And I'm happy to consider that in post-hearing



         22   briefing.



         23                 It sounds like the consensus is to move



         24   forward today.  I know that you've all waited a long



         25   time, but I did want to alert the Parties to that.
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          1                 Okay.  And with that, the Water Supply



          2   Corporation has the burden of proof, and so they will go



          3   first.



          4                 Ms. Mauldin, call your first witness.



          5                 MS. MAULDIN:  I'm going to turn it over



          6   to --



          7                 (Simultaneous discussion)



          8                 JUDGE SIANO:  Or how would you like to



          9   proceed?



         10                 MS. MAULDIN:  I'm going to turn it over to



         11   Ms. Katz.  Thank you.



         12                 JUDGE SIANO:  Okay.  Ms. Katz.



         13                 MS. KATZ:  Thank you, Your Honor.  I



         14   apologize for not bringing this up earlier but I wanted



         15   to just address some housekeeping matters.



         16                 JUDGE SIANO:  Go ahead.



         17                 MS. KATZ:  Okay.  So I believe that the



         18   Parties have discussed some time issues with some of our



         19   witnesses, and so I just wanted to let you know and make



         20   sure that that's okay, that Mr. Nelson is only available



         21   this afternoon to testify.  And that was circulated --



         22   that information was circulated two or three weeks ago



         23   among the Parties, and we did not hear any opposition to



         24   limiting his testimony to this afternoon.



         25                 Additionally, Ms. Mauldin is required to
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          1   be, at this time, at argument -- oral argument tomorrow.



          2   And so we would like to have Ms. Mauldin testify today,



          3   as well.



          4                 JUDGE SIANO:  Understood.  And -- go



          5   ahead.



          6                 MS. KATZ:  I'm sorry.  Did you want to say



          7   anything on that?  I have a couple more items I wanted



          8   to mention if, Your Honor, will entertain them.



          9                 JUDGE SIANO:  I'd be happy to have



         10   Ms. Mauldin testify today.  I understand that sometimes



         11   rate case expenses can be a moving target, and the



         12   Commission has indicated a willingness to accept



         13   affidavits, if necessary.  But for purposes of this



         14   hearing, I'd be happy to take her up as it suits you.



         15                 MS. KATZ:  Thank you.



         16                 JUDGE SIANO:  Go ahead.



         17                 MS. KATZ:  Thank you, Your Honor.



         18                 Also the Water Supply Corporation would be



         19   objecting to friendly cross, if the positions are the



         20   same.  And that would be a running objection, but, of



         21   course, I wanted to present that now just to give



         22   everybody a heads-up on that.



         23                 JUDGE SIANO:  Understood.



         24                 MS. KATZ:  And, Your Honor, did you want



         25   to take up admission of the evidence at this time with
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          1   testimony at once or were you wanting us to do that



          2   individually as we move through?  I don't expect there



          3   to be any objections to the testimony being admitted by



          4   all the Parties, but I didn't know how you wanted to



          5   take that up.



          6                 JUDGE SIANO:  For purposes of efficiency,



          7   it's easier to admit it all at once.  But that is



          8   dependent entirely upon agreement of the Parties.  So if



          9   there is no objection, Ms. Lander and Ms. Allen, to the



         10   admission of the Water Supply Corporation's testimonial



         11   evidence at this time, then I understand that that's



         12   being offered.



         13                 MS. LANDER:  Staff has no objection.



         14                 JUDGE SIANO:  Ms. Allen?  You have to



         15   unmute yourself.



         16                 MS. ALLEN:  The Ratepayers do not object



         17   to Exhibits 1, 2, 4, 5, 6, 7, 8, or 9.



         18                 JUDGE SIANO:  Okay.  So but with respect



         19   to Exhibit 3 --



         20                 MS. ALLEN:  I apologize, Your Honor.  What



         21   I meant to say is, 1 through 9, inclusive, we don't



         22   object to with this clarification because you might know



         23   or you might not, the Parties themselves did not



         24   actually exchange the exhibits.  People kind of presumed



         25   that the reference would correspond to whatever was
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          1   filed under the control number.



          2                 To the extent that Mike Nelson's testimony



          3   includes the copies of the legal invoices that were



          4   submitted as confidential documents -- WP documents, I



          5   believe was what the notation was on them, those are



          6   hearsay and we would object to them.  His testimony



          7   itself does not refer to them, perhaps they don't intend



          8   to offer them along with his testimony.  His testimony



          9   we do not object to, if that makes sense.  And that



         10   would be 7 for Mr. Nelson.



         11                 JUDGE SIANO:  All right.  Let's start with



         12   what there's no objection to.  And as I understand it --



         13   so Exhibits 1 through 9, with the exception of 7, you



         14   have no objection?



         15                 MS. ALLEN:  That is correct.



         16                 JUDGE SIANO:  Okay.  So Exhibits



         17   Windermere's Exhibits 1 through 9, with the exception of



         18   7 are admitted.



         19                 (Exhibit Windermere Nos. 1, 2, 3, 4, 5, 6,



         20                 8, and 9 admitted)



         21                 JUDGE SIANO:  And then Exhibit 10 is the



         22   errata to the testimony of Mike Nelson, and you have an



         23   objection to that.



         24                 MS. ALLEN:  We do, Your Honor.  It is a --



         25   completely different information furnished today, a
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          1   day-and-a-half before the hearing, than what has been



          2   furnished, kind of, from the time this rate increase was



          3   adopted to now.



          4                 JUDGE SIANO:  Okay.



          5                 MS. ALLEN:  And we're not prepared for



          6   that kind of new information.  It's something that would



          7   need to have discovery and so we object to it.



          8                 JUDGE SIANO:  Okay.  So all we're



          9   addressing right now -- I understand your position.



         10   Right now the only objection -- the only issue is



         11   whether to admit this evidence without having to call



         12   the witness.  And so I understand that you do have an



         13   objection to 7 and 10, and so I will not admit those at



         14   this time.  And the Water Supply Corporation can offer



         15   those at the time that it calls Mr. Nelson.



         16                 Anything else, Ms. Katz?



         17                 MS. MAULDIN:  Yes, Your Honor.  I would



         18   just want to say that the workpapers that were included



         19   with Mr. Nelson's testimony in March are intended to be



         20   admitted with his evidence as is practice -- traditional



         21   Commission practice.



         22                 Additionally, what has been marked as



         23   Windermere Oaks Exhibit 10, which is the errata served



         24   earlier this week of Mr. Nelson.  Again, this is also



         25   pretty traditional Commission practice.  Mr. Nelson, in
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          1   preparing for hearing, reviewed his testimony and found



          2   an error, and so instead of correcting that error on the



          3   stand, we thought it best to provide advanced notice to



          4   Parties.  And so Ms. Allen will have an opportunity to



          5   cross-examine Mr. Nelson on that information.  However,



          6   that information is actually not any different than what



          7   was provided in the attachments and what has been the



          8   information all along.



          9                 JUDGE SIANO:  Thank you.  Ms. Mauldin,



         10   right now, I'm just addressing whether or not to admit



         11   this evidence without having to call the witness.  And



         12   with respect to the workpapers, are those included here



         13   in these exhibits?  Is that in Exhibit 7?



         14                 MS. MAULDIN:  Yes.



         15                 JUDGE SIANO:  Or is that a separate



         16   exhibit number?



         17                 MS. MAULDIN:  It should be included in



         18   Exhibit 7 --



         19                 JUDGE SIANO:  Okay.  So --



         20                 MS. MAULDIN:  -- under attachments, I



         21   believe -- voluminous.  Sorry.  I don't have it in front



         22   of me.



         23                 JUDGE SIANO:  Okay.  All right.  Well, the



         24   Parties have laid out their arguments.  I guess we may



         25   as well address this now.
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          1                 So Ms. Allen, which part of Exhibit 7 are



          2   you objecting to?  And you're going to have to be more



          3   specific because I have it in front of me.



          4                 MS. ALLEN:  Your Honor -- yes, Your Honor.



          5   There are a series of what they are calling workpapers.



          6   They're labeled with the prefix "WP".  Am I right,



          7   Ms. Mauldin, that it's WP?



          8                 MS. MAULDIN:  That's correct.



          9                 MS. ALLEN:  There are documents labeled



         10   with the prefix "WP" that's -- I mean, if I need to be



         11   more specific than that, I can.  But those are attorney



         12   fee invoices with narrative that are hearsay.



         13                 JUDGE SIANO:  Okay.  And Ms. Mauldin, your



         14   response to that is what?



         15                 MS. MAULDIN:  I would argue that those



         16   invoices are actually a very integral part of this



         17   proceeding and Ratepayers have asked for them.  They



         18   were provided in discovery to Ratepayers.  Ms. Allen



         19   actually requested them yesterday via email.  So I



         20   believe that to the extent Ratepayers are going to argue



         21   that those legal invoices and the costs incurred should



         22   not be included in rates, they need to be included in



         23   the record and were provided to the Parties in 2020, I



         24   believe.



         25                 JUDGE SIANO:  Was there a deadline for
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          1   objections on the schedule?  The schedule has changed



          2   several times but -- it's not usually --



          3                 (Simultaneous discussion)



          4                 MS. ALLEN:  Your Honor, there -- my



          5   recollection is that there was a deadline for



          6   objections; however, Mr. Nelson's direct testimony



          7   doesn't actually refer to these documents, which is why



          8   I was unsure whether they were intended to be included.



          9   And therefore, I did not know until this moment they



         10   intended to offer those documents into evidence.  I



         11   would want to reiterate that I don't object to



         12   Mr. Nelson's direct testimony.  It is only the hearsay



         13   workpapers that shouldn't come into evidence.



         14                 JUDGE SIANO:  Okay.  And, Ms. Mauldin,



         15   you're saying that his testimony does refer to these



         16   documents?



         17                 MS. MAULDIN:  If you'll give me one



         18   moment, Your Honor.  I'm looking for a citation.



         19                 JUDGE SIANO:  Go ahead.



         20                 MS. MAULDIN:  So, Your Honor, if you look



         21   on Mr. Nelson's direct testimony on Page 16, Footnote



         22   11, says, "See Workpaper MN-1 for legal invoices."



         23                 So it is referenced in the testimony and



         24   it is listed in the Table of Contents.  It's also --



         25   it's noted several times in his testimony actually.
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          1                 JUDGE SIANO:  I know the Procedural



          2   Schedule changed several times, and I'm trying to find



          3   the one under which this testimony was filed presumably



          4   on March 10th.



          5                 MS. MAULDIN:  And, Your Honor, I



          6   apologize.  MN-1 is listed as -- Workpaper MN-1 is



          7   listed as legal invoices.  Workpaper MN-2 are the



          8   voluminous 2019 invoices, so there are two attachments



          9   as workpapers.  And this has also been provided to SOAH



         10   on a flash drive as part of Mr. Nelson's direct



         11   testimony and exhibits.



         12                 JUDGE SIANO:  All right.  With respect to



         13   Exhibit 7, the objections are overruled as untimely.



         14                 And, Ms. Allen, with respect to the



         15   errata --



         16                 MS. ALLEN:  Your Honor, the Ratepayers are



         17   objecting to the errata -- and I want to pull it up to



         18   make sure that I put it correctly -- on the grounds that



         19   it is untimely supplementation and constitutes surprise



         20   and prejudice, given the changes in the numbers -- hang



         21   on one second.  I want to find that.



         22                 So the numbers that were sponsored in the



         23   original testimony until yesterday were $171,337 in



         24   legal, accounting, and total contract services.  Now,



         25   the numbers are $171,337, $121,659 and $55,090, which
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          1   are significantly different numbers than have ever been



          2   sponsored in the past.



          3                 Whether the new numbers are correct or not



          4   correct, I can't have an opinion about.  It's going to



          5   be a little difficult to cross-examine on new numbers



          6   for which there is no explanation and has been no



          7   discovery and therefore we object to them on the grounds



          8   that this supplementation is untimely.  There is no just



          9   cause for it, and we are surprised and prejudiced.



         10                 JUDGE SIANO:  Okay.  Ms. Mauldin, your



         11   response?



         12                 MS. KATZ:  Your Honor, this is Robyn Katz.



         13   I apologize.  We're flip-flopping a little bit here.



         14                 Your Honor, I want to address the number



         15   of the 116 going to 174 first that Ms. Allen just



         16   referenced in the errata.  This is a number that



         17   actually should not be of any surprise, as we had a



         18   discussion about a week ago specifically letting



         19   Ms. Allen know about the error in the testimony,



         20   correcting the numbers.  And, in fact, these numbers --



         21   and Ms. Lander was on the call as well -- and these



         22   numbers specifically come from evidence that you just



         23   admitted.



         24                 What happened was, these numbers are



         25   coming from the workpapers and the attachments that have
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          1   already been admitted.  The problem was there was an



          2   error in the actual text.  So all we did was correct the



          3   text to match what has already been provided through



          4   direct testimony.  And that's the first response.



          5                 The response regarding Ms. Allen's



          6   objection to the other portion of the errata discussing



          7   the professional fees and the numbers being corrected



          8   there, that actually comes from a Workpaper MN-1 that we



          9   just discussed and has been admitted also that was



         10   supplied in previous direct testimony.



         11                 So these are just corrections of



         12   responses, either to discovery or through testimony,



         13   that have already been provided.  And, you know, I can



         14   understand and empathize with Ms. Allen that she just



         15   got on the case about a week ago.  However, it's my



         16   understanding that this has already been provided to the



         17   opposing party and therefore should be admitted as such.



         18                 JUDGE SIANO:  All right.  And, Ms. Allen,



         19   your argument is that this constitutes surprise?



         20                 MS. ALLEN:  Yes, Your Honor.  A week or so



         21   ago, we certainly did have a conversation about



         22   correcting the testimony.  The correction that I was



         23   alerted to was that Mr. Nelson had said there were 253



         24   water meters.  In fact, there are 271.  I got that.  No



         25   problem.  That was the change in the testimony that I

�



                                                                        29









          1   was alerted to, and I'm not complaining about that.



          2                 But these numbers simply don't add up, and



          3   there's no way for me on less than a day's notice to try



          4   to figure out why that is.  And to undertake the



          5   discovery that would be required to reconcile them, this



          6   is a very important matter, and I don't believe that the



          7   Water Supply Company ought to be able to come in the day



          8   before the hearing and correct its numbers to the tune



          9   of about $200,000.  Those are the kinds of things this



         10   proceeding is about.



         11                 JUDGE SIANO:  I'm sorry.  Ms. Katz, is



         12   this 121 and this 55,000, are those numbers essentially



         13   the components of the 171 -- no, they're not.  Those are



         14   additional -- in addition to the 171, Ms. Katz?



         15                 MS. KATZ:  Your Honor, I would need a



         16   moment to check the workpapers with legal invoices.  But



         17   these numbers are specifically referring to the



         18   workpapers of Mike Nelson, Workpaper MN-1 for legal



         19   invoices that were a part of his direct testimony.



         20                 It was just a miss -- it was a -- it was a



         21   clerical error, but this is information that was already



         22   provided to Ratepayers.



         23                 JUDGE SIANO:  If the information is



         24   already in evidence, then you can refer to it in



         25   briefing.  But I'm going to sustain that objection.
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          1                 So the errata with respect to -- where did



          2   it go.  The errata with respect to Page 7, the objection



          3   is overruled.



          4                 With respect to Page 16, the objection is



          5   sustained.



          6                 Was there anything else, Ms. Allen?



          7                 MS. ALLEN:  No, Your Honor.



          8                 JUDGE SIANO:  Okay.  So with that,



          9   Exhibits 7 and 10 are admitted -- yes, 7 and 10.



         10                 (Exhibit Windermere Nos. 7 and 10



         11                 admitted)



         12                 MS. KATZ:  Thank you, Your Honor.



         13                 One final housekeeping matter that I



         14   probably should have taken up first.



         15                 JUDGE SIANO:  Go ahead.



         16                 MS. KATZ:  We would ask -- because of the



         17   schedule issues, we would ask that witnesses be taken up



         18   for direct and rebuttal at the same time to speed this



         19   along, unless there's opposition from the opposing --



         20   the additional parties, so they're not up down, up down,



         21   up down -- all witnesses.



         22                 JUDGE SIANO:  Certainly more efficient.



         23   But are there any objections to that method?



         24                 It's not uncommon in these types of



         25   hearings, Ms. Allen.
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          1                 MS. ALLEN:  Your Honor, the Ratepayers



          2   have no objection to that, provided that we are not



          3   going to be stymied in our cross-examination by



          4   objections, such as it's beyond the scope.



          5                 JUDGE SIANO:  Understood.



          6                 And Ms. Lander?



          7                 MS. LANDER:  Staff has no objections.



          8                 JUDGE SIANO:  Okay.  So that is



          9   acceptable.



         10                 Anything else.



         11                 MS. KATZ:  No, your Honor, not from



         12   Windermere Oaks.



         13                 JUDGE SIANO:  Okay.  How would Windermere



         14   Oaks like to proceed, then?



         15                 MS. KATZ:  Windermere Oaks would call our



         16   first witness George Burriss to the stand.



         17                 JUDGE SIANO:  George Burriss, where are



         18   you?  If you would unmute your screen and your audio so



         19   we can see you and hear you.



         20                 Ms. Katz, do you need to -- there you are.



         21                 Mr. Burriss, please raise your right hand.



         22                 (Witness sworn)



         23                 THE WITNESS:  I do.



         24                 JUDGE SIANO:  All right.  Ms. Katz.



         25                 MS. KATZ:  Thank you, Your Honor.
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          1                  PRESENTATION ON BEHALF OF



          2           WINDERMERE OAKS WATER SUPPLY CORPORATION



          3                        GEORGE BURRISS,



          4   having been first duly sworn, testified as follows:



          5                      DIRECT EXAMINATION



          6   BY MS. KATZ:



          7       Q    Good morning, Mr. Burriss.



          8       A    Good morning.



          9       Q    Do you have a copy of what's been marked as



         10   Exhibit Windermere Oaks Supply Corporation 1, which is



         11   your testimony, in front of you?



         12       A    Yes.



         13       Q    Okay.  And is this a true and correct copy of



         14   the prefiled testimony that was filed in this case?



         15       A    Correct.



         16       Q    And if we were to ask you questions presented



         17   in this document to you -- or questions about this



         18   document to you, would the answers still be the same as



         19   to what's contained in your testimony in front of you?



         20       A    Yes.



         21                 MS. KATZ:  Okay.  So with this exhibit



         22   already entered into the record, I'll pass -- Windermere



         23   Oaks -- I apologize, Your Honor -- passes the witness



         24   for cross-examination.



         25                 JUDGE SIANO:  All right.  Ms. Allen.

�



                                                                        33









          1                       CROSS-EXAMINATION



          2   BY MS. ALLEN:



          3       Q    Thank you.  Mr. Burriss, my name is Kathy



          4   Allen, and I'm representing the Ratepayers in this



          5   proceeding today.  Forgive me in I've forgotten it, but



          6   I don't believe you and I have ever met.  Have we met?



          7       A    No, ma'am.



          8       Q    Okay.  My understanding is that for the better



          9   part of 22 years you have been involved in one capacity



         10   or another with the Windermere Oaks Water Supply



         11   Company.  Do I have that right?



         12       A    That's correct.



         13       Q    So you have been in some capacity or other with



         14   the Company longer than any other witness that the



         15   Company has here today.  Is that right?



         16       A    I believe that's right.



         17       Q    In the course of your work with the Company,



         18   have you come to have an understanding of the regulatory



         19   requirements that are applicable to its operations?



         20       A    Not to the extent that -- you know, I'm not an



         21   attorney.  I'm not a CPA, but I am competent with the



         22   ratemaking and budgeting processes.  Does that answer



         23   your question?



         24       Q    I was actually focused more on what I



         25   understand is your job at the Company, which is to
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          1   operate the system.  Do I have that right?  Is that your



          2   primary responsibility?



          3       A    Yes, that's correct.



          4       Q    Okay.  But apparently you are involved to some



          5   extent in connection with ratemaking and budgeting.  Is



          6   that right?



          7       A    I do provide information to the board about



          8   that, yes.



          9       Q    What information do you furnish to the board in



         10   connection with those activities?



         11       A    Part of my role is to discharge the billing



         12   process and the bookkeeping, and records generated as



         13   part of those functions are then provided to the board.



         14       Q    So are you the one who pulls together cost



         15   information or I guess -- yeah, cost information about



         16   the system operations?



         17       A    Correct.



         18       Q    How about information about legal expenses?



         19   Are you the one that pulls that information together?



         20       A    No.



         21       Q    Who does that?



         22       A    Board members.  I'm not privy to the legal



         23   functions.



         24       Q    Okay.  So if I understand you correctly, it is



         25   not your job to review legal invoices when they come

�



                                                                        35









          1   into the company.  Is that right?



          2       A    Correct.



          3       Q    Do you know who does that?



          4       A    Board members do that.  Which board members



          5   review which invoices, I couldn't respond to that.



          6       Q    Fair enough.  Is it part of your



          7   responsibility, either directly or through Ms. Cantrell



          8   or Ms. (Zoom audio distortion) to keep up with the legal



          9   expenses that the company has incurred?



         10       A    Yes.



         11       Q    How do you do that?



         12       A    Invoices are presented to me which I then



         13   forward to the CPA who functions also as our bookkeeper.



         14   They prepare the checks.  Then submit the checks to a



         15   board member for a signature, and then at the end of the



         16   month the CPA provides a profit and loss statement.



         17       Q    So you do see the invoices?



         18       A    Yes, I do see them, but I don't review them.



         19       Q    I'm sorry, Mr. Burriss.  I'm having just a



         20   little bit of trouble hearing you.  I apologize.



         21       A    I'm sorry.  I suffer from allergies so it's a



         22   perpetual problem.  I'll be as distinct as I can.



         23                 The legal invoices are approved by a board



         24   member then presented to me to -- for it to go through



         25   the payment process, so I simply code those invoices,
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          1   provide them to the CPA, he cuts the check, which I then



          2   present to the board for a signature.  And then at the



          3   end of the month, the CPA provides an accounting of that



          4   payment.



          5       Q    Is there anyone with the Company who endeavors



          6   to keep up with what the Company's obligations are for a



          7   given -- let's say -- 30-day period and what its



          8   revenues are anticipated to be or have been?



          9       A    Oh, yes.



         10       Q    Who does that?



         11       A    Well, the board president, of course, is



         12   ultimately responsible, but the budget and the expenses



         13   are reviewed daily as payments are made and receipts are



         14   deposited.  So there are several sets of eyes that are



         15   monitoring our budget process.



         16       Q    Let me -- Mr. Burriss, let me be a little bit



         17   clearer with you in what I'm trying to ask, and I'm



         18   sorry that I'm not getting to it quicker.



         19                 What I'm trying to find out is:  Is there



         20   somebody who monitors the Company's obligations, whether



         21   they're actually paid by check or not, to make sure that



         22   the Company has not overcommitted itself during any



         23   particular period?



         24       A    Well, more than one person has partial



         25   responsibility for that process.  And it includes the
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          1   CPA and me and the treasurer and the board president.



          2       Q    Can you explain to us how those functions come



          3   together so that the board is able to make sure that the



          4   Company has not overcommitted itself?



          5       A    Well, legal invoices go first to the treasurer.



          6   And once the treasurer is satisfied with how a payment



          7   is to be made, he instructs me to make that payment,



          8   which I then code and submit to the CPA who cuts the



          9   check.



         10       Q    If I hear you right -- and I might not.  But



         11   what I'm hearing you tell me is that you find out about



         12   legal expenses after someone has decided they should be



         13   paid.  Is that right?



         14       A    Correct.



         15       Q    You don't find out about legal expenses at the



         16   time they're incurred necessarily.  Is that right?



         17       A    Well, legal expenses would be incurred by a



         18   direct communication between the board and the law firm.



         19   So I only find out about the need to pay a legal invoice



         20   after the fact so-to-speak.



         21       Q    How often is the board furnished with financial



         22   information concerning the Company's performance on a



         23   monthly basis?



         24       A    Well, if they were an inordinate expense, they



         25   would know before we even incurred that project or
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          1   embarked on that project that would produce that



          2   invoice.  But all income and expenses are summarized in



          3   a P&L at the end of each month.



          4       Q    The expenses that are summarized on the P&L are



          5   the ones for which checks have been written.  Is that



          6   right?



          7       A    That's correct.



          8       Q    That number does not necessarily include all of



          9   the obligations that the Company has incurred during



         10   that month.  Is that right?



         11       A    Well, there would be some carryover at the end



         12   of the month, usually in a minor degree, if that's the



         13   thrust of your question.  You know, if I receive an



         14   invoice at the end of the month, submit that to



         15   accounting for payment, then that may take a day or two



         16   for them to cut the check, so the check may actually get



         17   signed in the following month.



         18       Q    I'm really trying to ask you about something a



         19   little bit different.  Let me use an illustration and



         20   see if I can be a little clearer.



         21                 Let us say that in the month of June, for



         22   example, there were 4 legal invoices that came into the



         23   Company for legal fees that the Company owed.  Are you



         24   with me?



         25       A    So far.

�



                                                                        39









          1       Q    Okay.  And just for the sake of discussion,



          2   let's say those invoices total $60,000.  All right?



          3       A    Uh-huh.



          4       Q    Let's say that whoever it is who makes those



          5   decisions decides one of those needs to have a check



          6   with it.  Are you with me?



          7       A    Yes.



          8       Q    That would then be sent to you.  Is that right?



          9       A    Correct.



         10       Q    With a notation that says, "Cut the check". Is



         11   that right?



         12       A    Right.



         13       Q    And the one expense invoice for which the check



         14   was cut, that would show up on the financials.



         15                 Do I have that right?



         16       A    Well, I'm not sure I understand exactly because



         17   as I just said if it were the last day of the month,



         18   even though that check would appear on the P&L, it



         19   really wouldn't clear the bank for several days.



         20       Q    Right.  But the only obligations of the Company



         21   for -- that'll show up on the financials the way the



         22   Company keeps them are the ones for which the check is



         23   written.  Right?



         24       A    That's correct.



         25       Q    And with regard to legal expenses, what I'm
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          1   understanding you to say is that the only folks who ever



          2   know how much the Company is obligated for in terms of



          3   legal expenses during a given period will be the board.



          4   Is that correct?



          5       A    Well, that's true.



          6       Q    Okay.



          7                 JUDGE SIANO:  Ms. Allen, I'm sorry to



          8   interrupt you, but I'm having a little bit of trouble



          9   understanding what this relates to.  What does this line



         10   of questioning pertain to?



         11                 MS. ALLEN:  What it pertains to is the --



         12   the way that the Company keeps track of its legal



         13   expenses is -- well, how do I illustrate this?  Maybe



         14   Mr. Burriss can help us, if you would indulge me a



         15   couple three questions.  Would that be all right?



         16                 THE WITNESS:  Of course.



         17                 MS. ALLEN:  Judge, would that all right?



         18                 JUDGE SIANO:  Go ahead.  That's fine.



         19       Q    (BY MS. ALLEN)  So, Mr. Burriss, tell me this:



         20   Take the early months of 2019, for an example, and tell



         21   us what was the average net operating income of the



         22   system?



         23       A    I don't remember.



         24       Q    Do you have an idea with all of your experience



         25   of what the average net operating income of the system
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          1   was in 2018?



          2       A    No.  I know that we were overextended.



          3       Q    You were overextended in 2018?



          4       A    Uh-huh.



          5       Q    For what reason?



          6       A    The legal expenses.



          7       Q    In 2018?



          8       A    Yeah.  I can't be exactly accurate about these



          9   numbers from three years ago.  I generally remember the



         10   period, and we saw legal expenses that were beyond the



         11   budget that we had prepared the year earlier, but I



         12   don't remember the exact numbers.  Sorry.



         13                 MS. ALLEN:  So, Your Honor, what I'm



         14   trying to do is ascertain the point at which the system



         15   became overextended, and there's considerable ambiguity



         16   about that.  And the records don't provide a great deal



         17   of assistance about that.  So that's -- and then these



         18   new numbers are impossible to reconcile, so that's what



         19   I'm working on is, at what point did the system become



         20   overextended and then at the time the board made the



         21   decision to raise the rates, how overextended was it?



         22                 MS. KATZ:  Your Honor, may I respond?



         23                 JUDGE SIANO:  Go ahead.



         24                 MS. KATZ:  Thank you.  It's clear



         25   Mr. Burriss already responded to the questions as they

�



                                                                        42









          1   relate to legal expense and his knowledge that he does



          2   or doesn't have as they relate.  And we can continue to



          3   go on with Ms. Allen presenting speculative situations



          4   or what if this or what if that, but he's made clear



          5   that that's not his primary role and perhaps these



          6   questions would be better suited for another witness.



          7                 JUDGE SIANO:  Yeah, Ms. Allen, I just want



          8   to be efficient with our time.



          9                 MS. ALLEN:  Of course.



         10       Q    (BY MS. ALLEN)  Let me ask this:  Mr. Burriss,



         11   let me close the loop on that.  Was there a time when



         12   the expenses from these lawsuits were of such an amount



         13   that there was not sufficient money available to operate



         14   the system -- operate and maintain the system?



         15       A    Yes.



         16       Q    When was that?



         17       A    Well, it was clear to me in 2018 that we were



         18   not going to be solvent if we paid the stream of legal



         19   bills that we saw coming.  And so, in fact, we consulted



         20   with TRWA to help us analyze our rates further, even



         21   though we had done an extensive analysis from 2016



         22   through 2017 for a rate increase which we adopted in



         23   2018.  But we called TRWA back in to do a subsequent



         24   analysis to take stock of where we were and try to



         25   prepare for the future and that was in 2018.

�



                                                                        43









          1       Q    When in 2018 did that happen?



          2       A    Oh, by the fall of 2018.



          3       Q    Who did the analysis?



          4       A    James Smith.



          5       Q    What analysis was done?



          6       A    That was an analysis prepared on the basis of



          7   Texas Rural Water Association software.  I mean, I



          8   provided numbers which James then put into his study.



          9   And, you know, he had completed that study -- my



         10   recollection is -- by late January or early February of



         11   2019.



         12       Q    What were the results of that study?



         13       A    That we needed to raise the rates about $170



         14   per ratepayer, that was his recommendation.



         15       Q    So Mr. Smith told the board that the company



         16   needed to raise its rates to $170 or by?



         17       A    No.  By.



         18       Q    By.  So in June -- I mean -- sorry.  In January



         19   of 2019 --



         20       A    I may have that wrong, Ms. Allen.  That's



         21   right.  To -- I think it was 172 or something like that.



         22   It was an increase to that number, not by that number.



         23       Q    So January of 2019 Mr. Smith says, Company, you



         24   need to raise your rates to or by $170.  Right?



         25       A    To 170, yes.
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          1       Q    Okay.  To 170?



          2       A    A minimum charge of 170.



          3       Q    Okay.  And did the Company raise its rates in



          4   January of 2019?



          5       A    Well, they started the discussion on the board



          6   in January of -- I don't remember exactly what month



          7   that rate went into effect, but they raised it to 156,



          8   more or less.



          9       Q    And that is the rate increase that we're here



         10   about today.  Right?



         11       A    That's correct.



         12       Q    Which was effective in March of 2020.  Right?



         13       A    Yes, I think that's right.



         14       Q    What steps, if any, were taken by the board



         15   during 2019 -- after it received these conclusions from



         16   Mr. Smith, what steps were taken by the board to contain



         17   expenses pending their consideration of a rate increase?



         18       A    Well, the impetus for the increase was paying



         19   for the lawsuit that had been brought against it, so I



         20   can't speak for the board's thought process there.  Mine



         21   was, it was a matter of coping with the suits.  And so



         22   we operate -- you have to understand that as a small



         23   utility with a limited number of ratepayers, if we



         24   produced water for our customers from a well, then on an



         25   expense scale of 1 to 10 that might be a 2, but we take
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          1   water out of Lake Travis.  We have a full-blown water



          2   treatment plant that's a 9 or a 10 on that scale, and so



          3   for us to function at all we are always economizing and



          4   minimizing our expenses.



          5       Q    Mr. Burriss, I don't mean to interrupt you, and



          6   I'm happy for you to continue, if the Judges want you



          7   to.  That's really not what I'm asking.



          8                 What I'm hearing you tell me is that in



          9   January of 2019 a consultant said to the Company, in



         10   order for you to keep operating, you need to raise your



         11   rates to $170.  Right?



         12       A    Correct.



         13       Q    And the company didn't do that until March of



         14   2020.  Right?



         15       A    Well, it takes some time to follow the PUC



         16   rules to enact a rate increase.



         17       Q    Mr. Burriss, I'm just trying to establish the



         18   timing here.



         19                 The board did not implement a rate



         20   increase until March of 2020.  Correct?



         21       A    Yes.



         22       Q    In the meantime, the system needed to be



         23   operated.  Correct?



         24       A    Right.



         25       Q    In the meantime, they kept on paying their
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          1   legal fees.  Right?



          2       A    Well, we did not pay all of them.  We worked



          3   out an arrangement with the law firm to allow us to pay



          4   a minimum portion of those legal fees.



          5       Q    Let me ask it this way:  Every month of that



          6   time period between January of 2019 and March of 2020,



          7   every single month, there were invoices that came in



          8   that reflected amounts that the Company had been



          9   committed to pay to lawyers for these lawsuits.



         10   Correct?



         11       A    They were committed to pay for those expenses,



         12   yes.



         13       Q    And those continued to come in every single



         14   month during -- after the time that Mr. Smith said



         15   you've got to raise your rates to $170 for the next



         16   year.  Right?



         17       A    Right.



         18       Q    Okay.  Were any steps at all taken to curb or



         19   contain the legal costs that the company was being



         20   committed to pay for during the time period after



         21   January 2019?



         22       A    I can't answer that.  The relationship with the



         23   law firm and all of its facets are the responsibility of



         24   the board, not me.  So I can't --



         25       Q    Fair enough.  Fair enough.  That's all you've
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          1   got to tell me is you don't know.  It's a fair answer.



          2                 If I understand it correctly, you were



          3   with the Company in some capacity when the Company



          4   operated its wastewater treatment plant over in the



          5   airport.  Is that right?



          6       A    I'm sorry.  I didn't understand that.



          7       Q    Yes, sir.  You were with the Company when it --



          8   during the time that it operated its wastewater



          9   treatment facility over in the airport property.  Is



         10   that right?



         11       A    Yes, that's correct.



         12       Q    Okay.  This was land that was kind of in the



         13   middle of the Spicewood Airport along the taxiway that's



         14   known as Piper Lane.  Right.



         15       A    Yeah, that's right.



         16                 MS. KATZ:  Your Honor, I'm going to -- I'm



         17   going to object at this point to relevance and also



         18   referring to the Preliminary Order List of Issues,



         19   outside the scope of those issues, this line of



         20   questioning.



         21                 JUDGE SIANO:  And, Ms. Katz, you're



         22   referring specifically to the land sale issue?



         23                 MS. KATZ:  Yes, Your Honor, and the



         24   specifics regarding that litigation that I believe that



         25   Ms. Allen is starting to go into.
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          1                 JUDGE SIANO:  Response?



          2                 MS. ALLEN:  Your Honor, I think there's



          3   6.19 acres of surplus property sitting over there that's



          4   owned by the Company --



          5                 JUDGE SIANO:  No, not going -- not going



          6   to take it -- just why you think this is relevant.



          7                 MS. ALLEN:  Because this is a witness with



          8   personal knowledge of the company's property that's



          9   still silting over there, and I'd like to get that



         10   knowledge out from somebody who really knows about it.



         11                 MS. KATZ:  Your Honor, again, this is not



         12   relevant to any of the issues listed in the Preliminary



         13   Order that, Your Honor, mentioned in the beginning of



         14   this hearing.



         15                 JUDGE SIANO:  Any relevance appears to be



         16   extremely attenuated.



         17                 I'll sustain the objection.



         18                 MS. KATZ:  Thank you, Your Honor.



         19                 MS. ALLEN:  Your Honor, may I ask at this



         20   juncture, just so I do it correctly, when is it that you



         21   would like a bill made on things like this?



         22                 JUDGE SIANO:  You want to make an Offer of



         23   Proof?



         24                 MS. ALLEN:  Yes.  But not -- I don't --



         25   not now.  Whenever you tell me that it's all right.  I
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          1   just would like to plan for that.



          2                 JUDGE SIANO:  You want to make an Offer of



          3   Proof as to what this witness would say or what you



          4   had -- that line of testimony would --



          5                 MS. ALLEN:  Yes, Your Honor, I would like



          6   to make an Offer of Proof as to the Company's asset in



          7   the airport today or -- today, yes.



          8                 JUDGE SIANO:  All right.  Are there any



          9   time constraints with respect to this witness's



         10   availability, Ms. Katz?



         11                 MS. KATZ:  No, Your Honor.



         12                 JUDGE SIANO:  Okay.  So we do have some



         13   witnesses that are somewhat constrained, so we can take



         14   that up -- I want to make sure -- let's see.



         15   Ms. Mauldin has a limitation.  Right?



         16                 MS. KATZ:  Yes, Your Honor.  Ms. Mauldin



         17   and Mr. Nelson.



         18                 JUDGE SIANO:  Okay.  So where we can fit



         19   it in within those parameters, so let's go ahead and



         20   finish with this witness and then if we need to bring



         21   him back for that or -- well, the Offer of Proof is --



         22   you can tell me what you think the evidence would show,



         23   and I don't think we need this witness back for that.



         24   So we'll fit it in, but you'll need to remind me.



         25       Q    (BY MS. ALLEN)  Okay.  Mr. Burriss, there are a
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          1   series of questions that I need to ask you that you may



          2   or may not be allowed to answer so let's give a minute



          3   and make sure that it's appropriate.



          4                 I want you to understand before I ask you



          5   that I am not asking you about who was right and who was



          6   wrong.  I am asking you only about what happened.



          7                 Are you with me?



          8       A    Yes.



          9       Q    Your direct testimony states that you were the



         10   one who constructed the new wastewater treatment plant.



         11   Is that right?



         12       A    Correct.



         13       Q    The new wastewater treatment plant cost the



         14   ratepayers what?  How much?



         15       A    $900,000.



         16       Q    $900,000?



         17       A    Right.



         18       Q    More than half of that was financed.  Correct?



         19       A    Yes.



         20       Q    Some portion was paid with reserve monies.



         21   Correct?



         22       A    Correct.



         23       Q    You were with the Company when the board made



         24   the decision to relocate the plant.  Correct?



         25       A    Correct.
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          1       Q    And one of the reasons why the board relocated



          2   the plant instead of reconstructing the plant was



          3   because the airport property would then be freed up to



          4   sell.  Correct?



          5       A    Yes.



          6       Q    You were with the Company when the board



          7   approved the sale of a portion of the surplus property



          8   to Ms. Martin.  Correct?



          9       A    Yes.



         10       Q    You were actually in the room when the board



         11   made that decision.  Correct?



         12       A    I think that's correct.



         13                 MS. KATZ:  Your Honor, I'm going to object



         14   as to relevance again.  This is outside the scope of not



         15   only his testimony -- in direct testimony, but also



         16   outside the scope of the list of issues in the



         17   Preliminary Order.



         18                 JUDGE SIANO:  Well, he doesn't need to



         19   have testified to it for it to be subject to



         20   cross-examination.



         21                 But as to relevance, Ms. Allen, I think



         22   we're sort of back to where we were a moment ago.



         23                 MS. ALLEN:  Your Honor, I will respect, of



         24   course, whatever ruling this panel makes.  But it is



         25   important, it seems, to the Ratepayers, not that this
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          1   tribunal try to ascertain who was right or wrong, but to



          2   understand the context in which this dispute arose and



          3   why it was that members were concerned about it.



          4   Someone is going to have to evaluate the reasonableness



          5   of the board's response to it and it seems to me that



          6   it's going to be awfully difficult to evaluate whether



          7   the response was reasonable if you have no information



          8   about what happened to precipitate it.  That's my only



          9   point.  I am not trying to ask this tribunal to say who



         10   is right and who is wrong.  You just need to know what



         11   happened.



         12                 MS. KATZ:  Your Honor, this proceeding is



         13   focused on the rates only.  The reasonableness of the



         14   rates, not the -- what happened in a board meeting, not



         15   what happened in executive session in a board meeting,



         16   not, you know, all this conjecture that Ms. Allen is



         17   trying to elicit from Mr. Burriss.  This proceeding is



         18   very focused on the rates and the reasonableness of the



         19   rates themselves.



         20                 JUDGE SIANO:  So --



         21                 MS. ALLEN:  Your Honor -- I'm sorry.  Go



         22   ahead.



         23                 JUDGE SIANO:  So, Ms. Allen, the



         24   evaluation of the rates does not necessarily depend upon



         25   the board's decision.  It made its decision based on
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          1   what it did, but it's -- this is a hearing de novo and



          2   so we are free to -- if they support the rates, based



          3   upon another decision.  So it doesn't depend on what the



          4   board decided.  I think we are getting somewhat beyond



          5   the scope discussing the details of these meetings.



          6                 So I'll give you a little bit of room, but



          7   I want you to keep it limited, and I may stop you.  Go



          8   ahead.



          9       Q    (BY MS. ALLEN)  Mr. Burriss, the transaction



         10   that seems to have precipitated all of this was a sale



         11   of surplus property of the Company.  Is that right.



         12       A    Yes.



         13       Q    All I want to get to is:  Can you help us to



         14   confirm that it didn't have anything to do with the way



         15   the wastewater treatment plant was operating or the



         16   level of service or whether the Company's system was



         17   compliant, didn't have anything to do with any of those



         18   issues.  Right?



         19       A    Certainly not.  I mean, the reasons for



         20   building the new wastewater plant in the first place is



         21   because the existing wastewater plant was delapidated



         22   and more expensive to maintain and repair than to move



         23   the plant and build a new one.



         24       Q    And I appreciate that, but all I really want to



         25   be sure that we understand is this dispute involved the

�



                                                                        54









          1   sale of extra land that was not being used for



          2   operations.  Right?



          3       A    That's correct.



          4       Q    And the decision by the directors of the



          5   company whether and on what terms to sell it.  Correct?



          6       A    I don't --



          7                 (Simultaneous discussion)



          8                 MS. KATZ:  Your Honor, I'm going to object



          9   again.  This is irrelevant.  You've ruled on the land



         10   and the details regarding the land previously and I



         11   would renew my objection.



         12                 JUDGE SIANO:  Sustained.



         13       Q    (BY MS. ALLEN)  You were with the Company in



         14   some capacity or other when the TOMA Integrity lawsuit



         15   was filed on December 12th of 2017.  Right?



         16       A    Yes.



         17       Q    Did you learn about that lawsuit around the



         18   time that it was filed?



         19                 MS. KATZ:  Your Honor, I'm going to



         20   object.  I understand this may be premature, but I



         21   believe that Ms. Allen is going to go down a line of



         22   questioning similar to the line of questioning



         23   concerning the sale of land which would be to inquire as



         24   to the details of an outside litigation matter, which is



         25   not relevant to this case.

�



                                                                        55









          1                 MS. ALLEN:  Your Honor, if I understand



          2   Question 8 of the Preliminary Order, the only issue in



          3   this case is whether or not these outside legal expenses



          4   related to defending these lawsuits are expenses that



          5   can be included in the rates.  That's No. 8.  That is



          6   the only issue in the case.  I just don't know how on



          7   earth to help this panel or the Commission to decide



          8   that question unless it understands what those lawsuits



          9   were about.



         10                 MS. MAULDIN:  Your Honor?



         11                 JUDGE SIANO:  Go ahead.



         12                 MS. MAULDIN:  Thank you.  Your Honor, I



         13   would direct you to Order No. 9 where, Your Honor,



         14   specifically states regarding an objection that was



         15   overruled regarding Ms. Allen's testimony, in fact.



         16   However, in Order No. 9, under Section B, it stated that



         17   the ALJs agree that the details of prior litigation are



         18   not necessarily relevant to the issues in this



         19   proceeding.



         20                 These are the exact matters that we were



         21   objecting to.



         22                 MS. ALLEN:  Your Honor, this board is



         23   portraying itself as a bystander, as somebody who was



         24   minding its own business --



         25                 (Simultaneous discussion)
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          1                 JUDGE SIANO:  Ms. Allen.



          2                 MS. ALLEN:  -- when it was hit by a stray



          3   punch, and the panel needs to understand what happened.



          4                 JUDGE SIANO:  So with respect to issue



          5   No. 8, we can ask -- we can answer -- I read that to ask



          6   whether those legal expenses are included in the rates



          7   and what amount.  And what, Ms. Allen, you're saying



          8   that the details of that litigation bears on the



          9   reasonableness of the rates?



         10                 MS. ALLEN:  No, Your Honor.  I'm saying



         11   that at the minimum, in order to try to answer those



         12   questions, we need to know, for example, when did the



         13   lawsuit start, so that we can, then, say, okay, what



         14   rates, what legal expenses were there after the time



         15   this lawsuit started.  I don't know how we assess that



         16   unless we know when it started.



         17                 JUDGE SIANO:  Okay.  And that certainly



         18   bears on whether or not that information was available



         19   to the board at the time it made its decision.  I'll



         20   allow you to ask questions regarding the timing of the



         21   lawsuits.  Go ahead.



         22       Q    (BY MS. ALLEN) I think that Mr. Burriss had



         23   already told me he was with the Company when the lawsuit



         24   was filed December 12th of 2017 and that he learned



         25   about it at or near that time.
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          1                 But, Mr. Burriss, you want to just make



          2   sure that I've got that right?



          3       A    Well, I learned about it after it was filed.



          4   You know, it was a topic of conversation in the



          5   community.



          6       Q    Okay.  There was -- and maybe you know this and



          7   maybe you don't know this.



          8                 But do you know whether or not the Company



          9   asked one or another of its insurance carriers to pay



         10   the expenses associated with that lawsuit?



         11       A    I know that they inquired of the insurance



         12   company to see if they would.  I was part of that



         13   conversation, but I don't know exactly what ensued at



         14   that point.  In other words, I didn't continue the



         15   discussion with the insurance company.



         16       Q    Of course not.  But you do know because you're



         17   the one who watches the financials that the insurance



         18   company did not pick up those expenses.  Right?



         19       A    Yes.



         20       Q    The Company picked up those expenses.  Right?



         21       A    Yes.



         22       Q    Did you have any involvement with the attorneys



         23   in connection with the defense of the TOMA litigation?



         24       A    Well, when the board was contemplating selling



         25   that property, which was a discussion, it was ongoing

�



                                                                        58









          1   among the board for two or three years.  In fact, we had



          2   talked for many years about the long-range plan to put



          3   this --



          4                 MS. ALLEN:  Your Honor, I don't mind that



          5   Mr. Burriss tells us all about this.  It's not what I



          6   asked him and I don't want to rankle you over the fact



          7   that he's talking about something different.  I'm happy



          8   for him to do it, but it's not what I asked him.



          9                 JUDGE SIANO:  So, Mr. Burriss, for



         10   purposes of efficiency, just answer the question asked.



         11   Go ahead.



         12       A    Could you repeat that question?



         13       Q    (BY MS. ALLEN)  I can, sir.  Did you have any



         14   involvement with the attorneys concerning the defense or



         15   the legal expenses that were incurred in connection with



         16   the TOMA litigation?



         17       A    I only had a conversation with our attorney of



         18   long-standing to see if the sale of the property was



         19   legal.  I was never a part of the conversation with the



         20   attorneys in defense of the TOMA lawsuit.



         21       Q    Okay.  So if I understand you correctly, after



         22   the TOMA lawsuit was filed, there was a discussion



         23   amongst board members about selling the extra property



         24   that was still in the airport?



         25                 JUDGE SIANO:  Ms. Allen --
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          1                 MS. ALLEN:  Is that correct?



          2       A    We're talking about two different things now.



          3       Q    Okay.



          4                 JUDGE SIANO:  Ms. Allen, I feel like we've



          5   strayed.



          6                 You were going to ask some questions



          7   regarding the timing of the lawsuits, and I feel like



          8   we're --



          9                 MS. ALLEN:  Okay.  Fair enough.



         10       Q    (BY MS. ALLEN)  Were you with the Company when



         11   Double F Hangars, and other members, filed a lawsuit



         12   against Dana Martin's company and the Burnet County



         13   Commissioner's Court over this land transaction?



         14       A    The TOMA suit?



         15       Q    No, sir.  That's exactly why I am trying to



         16   build this context.  The TOMA lawsuit -- I think you



         17   told us -- was filed in December, 2017.  Is that right?



         18       A    Yes.



         19       Q    There was, then, a lawsuit that was filed by



         20   Double F Hangars against Dana Martin's company in the



         21   Burnet County Commissioner's Court.  Are you familiar



         22   with that?



         23       A    What was the date of that suit?



         24       Q    It was July of 2018.



         25       A    Well, to answer your question, I was with the
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          1   Company then.



          2       Q    You were with the Company in July 2018?



          3       A    Yes.



          4       Q    Did you know about the Double F lawsuit against



          5   Dana Martin's company in the Burnet County



          6   Commissioner's Court?



          7       A    Only in a very general hearsay context.



          8       Q    Okay.  Then I'm not going to ask you any



          9   further questions about that.



         10                 Were you with the Company when the board



         11   decided that it needed to have a forensic appraisal of



         12   the property that was in the airport?



         13       A    I was with the Company.



         14       Q    Are you familiar with that decision and action



         15   by the board?



         16       A    No.



         17       Q    You're not.  Did you know that it happened?



         18       A    Yes.



         19       Q    You knew that the board engaged the Bolton Firm



         20   to conduct a forensic appraisal.  Correct?



         21       A    Yes.



         22       Q    Did you see the forensic appraisal report of



         23   December, 2018?



         24       A    Bolton Appraisal?



         25       Q    Yes, sir.
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          1                 MS. KATZ:  Your Honor, I'm going to object



          2   again.  I don't see how this is relevant.  Issue No. 8



          3   is limited to were Windermere Oaks outside legal



          4   expenses related to defending lawsuits included in the



          5   rates appeals.  That's a yes or no answer.  And, if so,



          6   what amounts of outside legal expenses was included in



          7   the rates appealed.  That's a definitive answer that is



          8   not being disputed.  So I'm not sure what this line of



          9   questioning has to do with Preliminary Orders Issue



         10   No. 8 that Ms. Allen referred to or the timeline of



         11   lawsuits.  Because she's talking about an appraisal



         12   report at this point.



         13                 JUDGE SIANO:  Ms. Allen.



         14                 MS. ALLEN:  Your Honor, while the TOMA



         15   lawsuit was pending and while the company was paying



         16   legal expenses, it commissioned a forensic appraisal



         17   that I believe the Water Supply Company has put into



         18   evidence, and that appraisal -- the results of that



         19   appraisal were known to the board at the time that it



         20   increased these rates.  Whether it ought to be relevant,



         21   whether it ought to have impacted decision-making, is



         22   something that's for you to decide, not me.



         23                 My job is to make sure that you know what



         24   was known to the board at the time that it made this



         25   decision, and that is what I am trying to do.
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          1                 JUDGE SIANO:  How would an appraisal



          2   affect the reasonableness of the rates?



          3                 MS. ALLEN:  Because the rates depend on



          4   the reasonableness of the expenditures of attorneys'



          5   fees on these lawsuits.  And what this evidence would



          6   show is that the board itself in December, 2018,



          7   obtained its own appraisal that reflected that, in fact,



          8   the Company's property that it lost was worth twice or



          9   three times what the director had paid for it.  That was



         10   information known to the Company at the time that it



         11   approved the legal fees that are the basis for these



         12   rates.



         13                 If I understand it right, you're going to



         14   be called upon to decide whether these legal fees are



         15   just and reasonable, which I think translates into



         16   whether they were prudently incurred, and that's



         17   separate and apart from whether or not they relate in



         18   any way to the provision of water and wastewater service



         19   for the customers.  So I think that its -- you need to



         20   understand what the board knew about the financial



         21   impact, recovering this property, versus continuing to



         22   spend legal fees to prevent its recovery.



         23                 You don't know any of this because this



         24   record has not been developed.  I'm not -- it doesn't



         25   matter to me who is right or wrong, what matters to me
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          1   is what happened.



          2                 JUDGE SIANO:  If this appraisal is in



          3   evidence, then you can refer to it in your closing



          4   post-hearing briefs.



          5                 But with respect to this witness and as



          6   phrased, I do not see the relevance and I'll sustain the



          7   objection.



          8                 MS. ALLEN:  All right.



          9       Q    (BY MS. ALLEN)  Are you familiar with a couple



         10   of demand letters that the Company had its attorney



         11   prepare and send in early 2020 to Ms. Martin and to an



         12   appraiser, Jim Hinton -- not Bolton -- Hinton?



         13       A    I have never seen that letter.  I've heard that



         14   there was a letter but it would be second-hand



         15   knowledge.



         16       Q    Okay.  Then I'm not going to ask you about



         17   things that you don't know about.



         18                 Are you aware that there was a point in



         19   time in the summer of 2019 when members intervened in



         20   the Double F lawsuit -- not TOMA -- Double F?



         21       A    Only second-hand knowledge, nothing direct.



         22       Q    Did you see the lawsuit papers?  Did you see a



         23   copy of the lawsuit?



         24       A    No.



         25       Q    Okay.  Do you recall when the TOMA lawsuit --
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          1   TOMA -- was concluded?



          2       A    You may mean after the Supreme Court refused to



          3   hear it the second time?



          4       Q    Whenever you think that the TOMA lawsuit was



          5   concluded?



          6       A    That's my understanding.  But, again, that's



          7   not a legal opinion, that's just --



          8       Q    Mr. Burriss, please, please, understand I'm



          9   just asking for a time, a time, not a legal opinion.  I



         10   want to know -- I'm trying to ascertain from somebody



         11   who may or may not have knowledge -- if you don't, just



         12   tell me.



         13                 When was the TOMA lawsuit concluded?



         14       A    My understanding is that it was -- that the



         15   conclusion of that suit was at the second refusal of the



         16   State Supreme Court to hear it.



         17       Q    Do you recall the board sending around a



         18   newsletter that declared victory?



         19                 MS. KATZ:  Your Honor, I'm going to



         20   object.  I have no idea how that's relevant to this



         21   case.



         22                 JUDGE SIANO:  Sustained.



         23       Q    (BY MS. ALLEN)  Do you recall when it was that



         24   the judgment was entered in the TOMA lawsuit?



         25       A    I don't know.  I'm not sure I know how to
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          1   answer that question.  I'm not sure I understand exactly



          2   what the thrust of the question is.  I saw the decision



          3   that the judge rendered after the first hearing in



          4   Burnet.



          5       Q    Okay.



          6       A    And I was aware of the successive hearings



          7   through the appellate courts and up to the Supreme Court



          8   that upheld Judge Garrett's opinion.



          9       Q    Do you know why it was that the company



         10   continued to pay legal fees for the TOMA Integrity



         11   litigation once it was concluded?



         12                 MS. KATZ:  Your Honor, I'm going to object



         13   to speculation.



         14                 MS. ALLEN:  Your Honor, I can't know what



         15   he knows without asking him what he knows.



         16                 JUDGE SIANO:  Well, if you know -- perhaps



         17   if you -- Ms. Allen, what are you trying to develop



         18   here?



         19                 MS. ALLEN:  Your Honor, the -- look, I



         20   know you don't want to hear argument from me, but I



         21   don't know how to explain myself.  The records reflect



         22   that the Company continued to spend money in connection



         23   with the TOMA litigation after the TOMA litigation was



         24   over.  I don't understand that.  Maybe Mr. Burriss can



         25   explain it to me.
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          1                 JUDGE SIANO:  Well, why don't you ask him



          2   that question?



          3       Q    (BY MS. ALLEN)  Mr. Burriss, the records appear



          4   to me to suggest that the company continued to pay legal



          5   fees for the TOMA litigation after the TOMA litigation



          6   was concluded.  Do you have any explanation for that?



          7       A    Well, I can tell you what I know from my



          8   perspective.  The board was not able to pay the total,



          9   legal invoices as they were received, so they had a



         10   payment plan so-to-speak.  And so those payments



         11   continued long after the invoices had been issued by the



         12   law firm.



         13       Q    Let me ask it this way:  The records indicate



         14   that the company continued to pay lawyers to perform



         15   legal services in connection with the TOMA litigation



         16   after the TOMA litigation was concluded --



         17                 (Simultaneous discussion)



         18                 MS. KATZ:  Your Honor, this has been asked



         19   and answered.



         20       Q    (BY MS. ALLEN) -- do you have any --



         21                 MS. KATZ:  Objection.  Asked and answered,



         22   several times.



         23                 MS. ALLEN:  Your Honor, there was -- this



         24   is not asking about a payment plan.  This is asking



         25   about invoices for the TOMA litigation that reflected
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          1   legal services performed.  This is not carrying forward



          2   a payable.  If he knows, we need to know.



          3                 JUDGE SIANO:  So it does not appear to me



          4   that he may be the most appropriate witness for this.



          5   And in the interest of efficiency, I'm wondering if we



          6   might be redirected to another witness that might be



          7   able to answer these questions, if that's what you're



          8   trying to develop.



          9                 MS. ALLEN:  I want nothing more than to be



         10   efficient, but this was the guy I thought who had



         11   collected the financial information and so I thought



         12   these questions were appropriately directed to him.  If



         13   he doesn't know, he doesn't know.



         14                 JUDGE SIANO:  Okay.  Mr. Burriss, is there



         15   another witness that might be more suitable for this



         16   line of questioning?



         17                 THE WITNESS:  Well, Your Honor, I've tried



         18   to explain that the legal invoices were reviewed and



         19   approved by a board member.



         20                 JUDGE SIANO:  I'm just asking whether



         21   there's another witness --



         22                 (Simultaneous discussion)



         23                 THE WITNESS:  Yes.



         24                 JUDGE SIANO:  -- that might better handle



         25   these questions.  And who is that?
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          1                 THE WITNESS:  The treasurer and the



          2   president.



          3                 JUDGE SIANO:  So that would be



          4   Mr. Gimenez.



          5                 MS. ALLEN:  Mr. Gimenez.



          6                 JUDGE SIANO:  And is that the president?



          7   Mr. Gimenez is the president.  Correct?



          8                 THE WITNESS:  Correct.



          9                 JUDGE SIANO:  And the treasurer is who?



         10                 THE WITNESS:  Mr. Nelson.



         11                 JUDGE SIANO:  Mr. Nelson.



         12                 THE WITNESS:  Mike Nelson.



         13                 JUDGE SIANO:  Okay.  So in the interest of



         14   efficiency, Ms. Allen, I suggested that you defer this



         15   line of questioning for those witnesses.



         16                 MS. ALLEN:  I will be happy to do so.



         17                 JUDGE SIANO:  Okay.



         18       Q    (BY MS. ALLEN)  Mr. Burriss, there was a



         19   discussion, at least insofar as it's reflected in the



         20   board minutes, when the board made its decision to raise



         21   these rates, there was a discussion about whether or not



         22   to levy an assessment under the tariff.



         23                 Do you recall that?



         24                 MS. KATZ:  Objection, Your Honor.  This



         25   calls for hearsay and relevance.
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          1                 JUDGE SIANO:  Ms. Allen response?



          2                 MS. ALLEN:  Your Honor, our position is



          3   that had there actually been an operating deficit, the



          4   tariff is mandatory in that regard, and it requires that



          5   there be an assessment.



          6                 JUDGE SIANO:  Okay.  I'm not -- okay.  So



          7   the objection is to hearsay, so what's your response to



          8   that?



          9                 MS. ALLEN:  Well, I didn't ask him what



         10   was said.  I can't even get there without asking him if



         11   he knows about it.



         12                 JUDGE SIANO:  Okay.  So you're --



         13                 MS. ALLEN:  I asked him if he knew about



         14   it.



         15                 JUDGE SIANO:  You're responding to the



         16   relevancy objection.



         17                 MS. ALLEN:  I know we're going to get



         18   there, so I thought I would be efficient.



         19                 JUDGE SIANO:  Okay.  Ms. Katz?



         20                 MS. KATZ:  Your Honor, I believe that she



         21   was referring to a discussion, so in a sense she was



         22   testifying about a discussion that occurred and



         23   referring to a discussion, she's eliciting testimony



         24   about the results of that discussion and whether or not



         25   something heard through a discussion that happened
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          1   outside of this hearing --



          2                 JUDGE SIANO:  All right.  Well --



          3                 MS. KATZ:  -- with other people, of



          4   course, speaking during that discussion.



          5                 JUDGE SIANO:  Well, you can renew your



          6   objection.  But for now, it's overruled.



          7                 Go ahead, Ms. Allen.



          8       Q    (BY MS. ALLEN)  Mr. Burriss, do you remember



          9   what I asked you?  Let me just go again.  Let me go



         10   again.



         11                 The minutes -- I'll just say this:  The



         12   Company's minutes reflect there was a discussion in



         13   connection with the decision to raise the rates that are



         14   on appeal right now.  There was a discussion about



         15   whether or not to levy an assessment under the tariff.



         16                 My question to you is:  Do you recall that



         17   discussion being had?



         18       A    You know, I was not directly involved in that



         19   discussion.  That's really not my role to decide how the



         20   board would do that.



         21       Q    I hope not.  But you might in your capacity as



         22   General Manager have participated.



         23                 Did you participate in the discussion



         24   about whether or not it was appropriate to levy an



         25   assessment or raise rates?
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          1       A    No -- well, I don't recall that I was part of



          2   that conversation.



          3       Q    At the end of 2019, did the Company have a



          4   deficit between its revenues that it had collected and



          5   the costs it had incurred to provide water and



          6   wastewater services to its customers?



          7       A    I would have to refer to the P&L for 2019.



          8       Q    And we will do that, but so we can have your



          9   guidance as the man who operated the system, what would



         10   we look at on the P&L to answer that question?



         11       A    Well, your question was did we have an



         12   operating profit, so you would look at the bottom line.



         13       Q    Is it fair to say that none of the legal



         14   expenses that were incurred and included in these rates



         15   were used for purposes of operating the water and



         16   wastewater system?



         17       A    Could you repeat that, please?



         18       Q    Yes, sir.  Is it fair to say that the legal



         19   expenses that we're here about today that were included



         20   in this rate increase, none of those legal expenses --



         21   excuse me -- were used for purposes of, for example,



         22   making more water flow through the system?



         23       A    That's correct.



         24       Q    None of those monies were used for enhancing or



         25   maintaining or repairing the wastewater system.  Is that
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          1   right?



          2       A    That's correct.



          3       Q    None of those monies were used for capital



          4   improvements for the system.  Correct?



          5       A    That's correct.



          6       Q    None of those monies were used in any way for



          7   purposes of enabling the Company to operate its system



          8   to provide water and wastewater services.  Correct?



          9       A    That's correct.



         10       Q    Okay.



         11                 JUDGE SIANO:  Ms. Allen, I'm sorry to



         12   interrupt you again.  We've been at this for a while.



         13   Perhaps the most important person in the room is the



         14   reporter, and I want to make sure that she's okay.  I



         15   suggest we take a 10-minute break and then we can pick



         16   back up at this point.



         17                 MS. ALLEN:  Absolutely.  So that would



         18   bring us back at 11:30.



         19                 MS. KATZ:  11:22.



         20                 MS. ALLEN:  Whatever time you say.  Thank



         21   you.



         22                 JUDGE SIANO:  All right.



         23                 (Recess:  11:12 a.m. to 11:22 a.m.)



         24                 JUDGE SIANO:  All right.  Let's go back on



         25   the record.
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          1                 Ms. Allen.



          2                 (No response)



          3                 THE REPORTER:  Ms. Allen is muted.



          4                 JUDGE SIANO:  You're on mute.  You're



          5   going to have to unmute.



          6                 MS. ALLEN:  I'm sorry.



          7       Q    (BY MS. ALLEN)  Mr. Burriss, before I let you



          8   go, I just want to make sure that you and I have



          9   communicated about this assessment question and the



         10   reason is, because I don't want to find out later that



         11   it's really a question that I should have addressed to



         12   you and I wasn't clear with you.  All right?  That's the



         13   purpose.  I'm not harassing you.



         14                 So if I can figure out how to do it, I



         15   want to show you the tariff provision I'm trying to ask



         16   you about and then just see whether you're the guy or



         17   you're not the guy.  Okay?  Let me see if I can get it



         18   done here.



         19                 So, Mr. Burriss, am I actually -- let's



         20   see.  Now, there.  Am I sharing my screen with you to



         21   show you Paragraph 11 of Section G of the tariff?



         22       A    Yes.



         23       Q    And I'm showing you the one from the tariff



         24   dated February 11, 2020.  The identical provision was in



         25   the prior tariff.  Right?
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          1       A    Correct.



          2       Q    Okay.  And I'm just, again, asking you about



          3   the things that are in your bailiwick of operations.



          4   And I want to focus in on the cost incident to the



          5   operation of the system.  Okay?



          6                 MS. KATZ:  Your Honor -- would you -- I



          7   guess I would just for clarification purposes, for the



          8   record, would Ms. Allen please direct everybody to an



          9   exhibit that has already been admitted so we can all



         10   make sure that we're pointed in the right direction, and



         11   if it's not one that's already been admitted, let us



         12   know.



         13                 MS. ALLEN:  It is not one that has already



         14   been admitted.  If anybody wants it admitted, I'm happy



         15   for it to be admitted.  I'm simply using it as a



         16   demonstrative so that this witness can -- this witness



         17   and I can be sure that we are on the same page about the



         18   question.



         19                 MS. KATZ:  So, then, Your Honor, I would



         20   object to this as hearsay.  I believe that if Ms. Allen



         21   wants to refer to something she would properly be asking



         22   Mr. Burriss if he recalls X, Y, and Z, if he can recall



         23   it written in a certain document.  If he can't recall



         24   it, then she would allow him to have a moment to review



         25   that document, and it wouldn't necessarily be a part of
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          1   the record.



          2                 JUDGE SIANO:  Well, I --



          3                 MS. ALLEN:  Your Honor, if I were offering



          4   it into evidence, I would think all that would be well



          5   taken, but I'm not.



          6                 JUDGE SIANO:  Okay.  So far, what I've



          7   heard, it's not objectionable, and overruled.  If



          8   something else develops, then you can lodge another



          9   objection.



         10                 MS. KATZ:  Thank you, Your Honor.  I would



         11   object to hearsay because she's quoting a document.



         12   Everything in that document is hearsay.



         13                 JUDGE SIANO:  She may be quoting the



         14   document she's asking with -- regarding his familiarity



         15   with it, and so your -- it's overruled.



         16                 Go ahead, Ms. Allen.



         17       Q    (BY MS. ALLEN)  So Mr. Burriss, I just want to



         18   make sure that you and I know what we're talking about



         19   here, and I'm focusing in on costs incident to the



         20   operation of the Corporation's system.  You're with me



         21   so far.  Right?



         22       A    Yes.



         23       Q    Okay.  At the end of 2019, from your knowledge



         24   and perspective as the General Manager who handled the



         25   operations of the system, was the -- was the total
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          1   amount derived from the collection of the water or



          2   wastewater charges insufficient for the payment of all



          3   costs incident to the operation of the system?



          4       A    As I said, my recollection is that it was about



          5   a break-even year.



          6       Q    Okay.  And then just to close the loop on it so



          7   that nobody says, "Gee, you should have talked with



          8   Mr. Burriss about that," when the board was considering



          9   the rate increase, did anyone inquire of you, "Gee,



         10   Mr. Burriss, are the revenues from charges for service



         11   sufficient or not to cover the costs incident to the



         12   operation of the Corporation's system"?



         13                 MS. KATZ:  Objection, Your Honor.



         14   Question calls for hearsay.  Did anybody state to you X,



         15   Y, and Z.



         16                 JUDGE SIANO:  Overruled.  Answer the



         17   question, Mr. Burriss.



         18       A    Yes, there was a discussion that I had with



         19   James Smith with Texas Rural Water about the issue of



         20   assessments versus a rate increase.  And the



         21   understanding that I had was that we had about a



         22   break-even year in 2019, but we could see that 2020 was



         23   going to be a disaster, so far as the budget was



         24   concerned.  And the consensus was that the assessment is



         25   something that would take place at the end of 2020.  We
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          1   would already be insolvent by that point.  So it was the



          2   recommendation of Texas Rural Water that we proceed with



          3   a rate increase, rather than waiting until the end of



          4   the following year and calculating an assessment.



          5       Q    (BY MS. ALLEN)  Okay.  Did you furnish any



          6   information that was an amount of costs incident to the



          7   operation of the Corporation's system in connection with



          8   the decision about the rate increase?



          9       A    Yes.



         10       Q    What information did you furnish about the



         11   costs incident to the operation of the corporation's



         12   system?



         13       A    I supplied legal expenses that were anticipated



         14   which would be in addition to the test year for the rate



         15   increase of 2018.  And, of course, I supplied to



         16   Mr. Smith all of our financial information --



         17                 (Simultaneous discussion)



         18       Q    (BY MS. ALLEN)  Did you supply -- I'm sorry.  I



         19   didn't mean to interrupt you.  You finish.



         20       A    Well, I supplied information for every year.



         21       Q    Did you supply to Mr. Smith the information



         22   about the amount of legal costs that the Company had



         23   become obligated to pay in 2019 but had not paid?



         24       A    Yes.



         25       Q    What information did you furnish?
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          1       A    I don't recall the exact number.  My



          2   recollection is that we owed 171,000 at that point.



          3       Q    The Company owed 171,000 at the end of 2019.



          4   Do I have that right?



          5       A    Yes.  And my recollection -- and, you know, I



          6   would need to refer to our financial reports but --



          7       Q    Okay.  Now --



          8                 (Simultaneous discussion)



          9       A    -- but actually, the conversation was we would



         10   need 250,000 by the end of 2020.



         11       Q    (BY MS. ALLEN)  Was there anyone, other than



         12   you, who furnished information concerning anticipated



         13   legal expenses?



         14       A    Well, I provided all of the financial reports



         15   that were prepared by our CPA, if that's what you're



         16   asking me.



         17       Q    No, sir.  What I'm really wanting to know is,



         18   where -- what were the sources of information that were



         19   known to the board at the time that they approved this



         20   rate increase from which they obtained information



         21   concerning anticipated legal costs.  I hear that you are



         22   one of them.



         23       A    Well, all of the financial information



         24   originated with the CPA, and I simply gathered that and



         25   presented it to the board.
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          1       Q    To the best of your knowledge, was the board



          2   furnished with any other information concerning



          3   anticipated legal costs, besides what you've shared with



          4   us?



          5       A    I'm sure there were.



          6       Q    Well, do you know?



          7       A    No, I don't know.



          8       Q    Have you ever seen any record --



          9   contemporaneous record suggesting that the board was



         10   furnished with any other information concerning



         11   anticipated legal costs?



         12       A    All of the legal invoices were presented to the



         13   board, and then the board instructed me as to what part



         14   of those invoices to pay, which I then relayed that



         15   information to the CPA and he prepared the checks.



         16       Q    All right.  You're not aware of any other



         17   information that the board had at the time that it



         18   approved the rate increase, other than what you've



         19   shared with us.  Is that fair to say?



         20       A    Well, I wouldn't have any way of knowing



         21   about --



         22                 (Simultaneous discussion)



         23       Q    (BY MS. ALLEN)  Yes, sir.  You would know what



         24   you're aware of?



         25       A    Yes, that's correct.  I only know what I'm
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          1   aware of.



          2       Q    Is it fair to say that you're not aware of any



          3   other information that the board had before it at the



          4   time that it decided to raise these rates concerning



          5   anticipated legal costs, other than what you've shared



          6   with us?



          7       A    Yes, I wouldn't know about anything other than



          8   what they had shared with me.



          9       Q    Okay.  I have one last question.



         10   Mr. Burriss -- well, one last topic.



         11                 Do you remember that there was a



         12   newsletter that went out from the board that notified



         13   people about this rate increase?



         14                 MS. KATZ:  Your Honor, I'm going to object



         15   to relevance right here regarding notification in a



         16   newsletter.



         17                 JUDGE SIANO:  Well, if it's notice -- are



         18   we talking about notice of a rate increase?



         19                 MS. ALLEN:  Your Honor, there was a



         20   newsletter that went out to the community notifying the



         21   community about this rate increase, and I'm looking at



         22   it.  I want to know whether Mr. Burriss is familiar with



         23   it, so I'll know whether I can ask him about it.



         24                 MS. MAULDIN:  Okay.  I'll withdraw that



         25   objection, Your Honor.
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          1                 JUDGE SIANO:  Go ahead.



          2                 Mr. Burriss, go ahead.



          3       A    I do remember that we issued the proper notices



          4   and -- but I don't remember the details and what was in



          5   that message.



          6       Q    (BY MS. ALLEN)  That's fair enough.  That's a



          7   perfectly fair answer.  Let me see if I can refresh your



          8   memory there.  Hold on.



          9                 Mr. Burriss, I'm hoping that you can now



         10   see the January 28, 2020 newsletter.  Can you see it?



         11       A    Sure.



         12       Q    Did you have anything to do with the



         13   preparation of this newsletter, by the way?  Do you need



         14   to see the whole thing?  I'm happy to scroll it down, if



         15   you like.



         16       A    No, that's fine.



         17       Q    You're familiar with this.  Correct?



         18       A    Yes.



         19       Q    Okay.  And you can look at any part of it that



         20   you'd like.  My question just concerns the part that I



         21   highlighted and it says, "Our legal bills are absorbing



         22   available funds for the operation, maintenance, and



         23   necessary upgrades to your water system."



         24                 Do you see that?



         25       A    Yes.
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          1       Q    Was that true?



          2       A    Absolutely.



          3       Q    By how much?



          4       A    I couldn't answer that.  I would have to go



          5   back to the financial reports to be accurate.



          6       Q    Did anyone on the board ever provide you with



          7   an explanation about why it was that their legal bills



          8   were absorbing available funds for the operation,



          9   maintenance, and necessary upgrades to the water system?



         10       A    No.



         11       Q    Through today, has anybody furnished you an



         12   explanation of how that happened?



         13       A    No.



         14                 MS. ALLEN:  Your Honor, I pass the



         15   witness.



         16                 JUDGE SIANO:  Okay.  I do have one



         17   question for this witness.



         18                 How many different meter sizes does the



         19   system have?



         20                 THE WITNESS:  One.



         21                 JUDGE SIANO:  Thank you.  Let's see.



         22   Ms. -- I guess it goes to Staff now.



         23                 Ms. Lander.



         24                 MS. LANDER:  Staff has waived this



         25   witness.  Thank you.
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          1                 JUDGE SIANO:  Okay.  All right.  Thank



          2   you.



          3                 Redirect, Ms. Katz.



          4                 MS. KATZ:  No redirect, Your Honor.



          5                 JUDGE SIANO:  All right.



          6                 MS. ALLEN:  Your Honor, it would take



          7   about 45 seconds, I think, to put this little snippit



          8   about the other surplus property on the record in a



          9   bill.  Could we just get that over with?



         10                 JUDGE SIANO:  I'm fine with that.  Are you



         11   anticipating examining this witness for that purpose or



         12   are you just going to tell me what you think the



         13   examination would develop?



         14                 MS. ALLEN:  Typically, I would just ask



         15   the witness, instead of trying to presume I knew what he



         16   would say.  But I'll do it any way you like.



         17                 JUDGE SIANO:  Well, I'm not going to



         18   compel this witness to testify what you think he would



         19   say.  So --



         20                 MS. ALLEN:  You've got a point.



         21                 JUDGE SIANO:  -- if you want to state --



         22   and let's see.  This should probably be set all in a



         23   separate part of the record.



         24                 Ms. Griffin, are you able to -- if we do



         25   an Offer of Proof -- take that up on a different --
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          1   segment that out on the record?



          2                 THE REPORTER:  Yes, we do separate that



          3   out and put it into a completely separate document.



          4                 JUDGE SIANO:  Okay.  Ms. Katz, do you have



          5   any thoughts on how this should go?  We'll do this now,



          6   if you think it can be done quickly, Ms. Allen.



          7                 MS. KATZ:  Your Honor, I'm --



          8                 (Simultaneous discussion)



          9                 MS. ALLEN:  I think so, Your Honor.  I'm



         10   ready to go.



         11                 JUDGE SIANO:  Okay.  One moment.  I want



         12   to hear from Ms. Katz.



         13                 MS. KATZ:  I don't necessarily have any



         14   thoughts on which way it should go.  I would agree with



         15   Your Honor in that I would appreciate Ms. Allen letting



         16   you know what she anticipates or thinks the witness



         17   would say versus asking the witness himself, what -- if



         18   he agrees that he might say some form of testimony on



         19   the stand or elicit some sort of testimony through



         20   asking those questions to him.



         21                 However, I would still renew my objection



         22   regarding this specific topic as being irrelevant to



         23   this proceeding.



         24                 JUDGE SIANO:  Okay.  Well, she's about



         25   to -- I'm sorry.  Ms. Allen, I'm familiar with an offer
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          1   of proof or -- perhaps it's Commission nomenclature



          2   here, but is that the same thing?



          3                 MS. ALLEN:  Yes, Your Honor.  And I'm



          4   happy to tell you exactly what I think he's going to



          5   say, but I don't --



          6                 (Simultaneous discussion)



          7                 JUDGE SIANO:  Okay.  Go ahead.



          8                 MS. ALLEN:  -- like I said, I wouldn't



          9   presume to put words in his mouth.  What I think he's



         10   going to say is that at the time --



         11                 JUDGE SIANO:  Whoa, whoa, whoa, we're not



         12   ready for this yet.  We're just setting it up.



         13                 MS. ALLEN:  Sorry.



         14                 JUDGE SIANO:  All right.  So, Ms. Griffin,



         15   are you ready for this Offer of Proof.



         16                 THE REPORTER:  I am.



         17                 (The following pages, 86 through 92, are



         18                 Ratepayers Offer of Proof.)



         19



         20



         21



         22



         23



         24



         25
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          1                  PRESENTATION ON BEHALF OF



          2     WINDERMERE OAKS WATER SUPPLY CORPORATION (CONTINUED)



          3                 JUDGE SIANO:  And we'll go back on the



          4   record.



          5                 Ms. Allen, I asked a question, and before



          6   we leave this witness, I want to give you a chance to



          7   ask any further questions based on my question.



          8                 Did you have any that relates to the meter



          9   sizes?



         10                 (No response)



         11                 JUDGE SIANO:  I asked this witness what



         12   meter sizes this system had.  Do you have any questions



         13   based on my question?



         14                 MS. ALLEN:  Your Honor, may I ask the



         15   witness, does the system have any master meters?



         16                 JUDGE SIANO:  Go ahead.



         17       A    We have several actually.



         18       Q    (BY MS. ALLEN)  Where are those?



         19       A    Well, we have a roll (Zoom audio distortion)



         20   water system.  We have meters in the treatment plant



         21   that track the processes of the treatment plants and we



         22   have a master meter where the water leaves the plant and



         23   enters the distribution system.



         24       Q    So who uses those master meters?



         25       A    We use them for internal control to track our
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          1   water loss.



          2       Q    Just one moment, Mr. Burriss, I need to make



          3   sure -- are there any -- is there any sharing of meters



          4   on the system?



          5       A    No.



          6                 MS. ALLEN:  All right.  Your Honor, thank



          7   you for that opportunity.  I appreciate it.



          8                 Thank you, Mr. Burriss.



          9                 JUDGE SIANO:  Sure.



         10                 Ms. Katz, any redirect --



         11                 MS. KATZ:  No, Your Honor.



         12                 JUDGE SIANO:  -- based on that?



         13                 MS. KATZ:  No, Your Honor.



         14                 JUDGE SIANO:  Thank you.  Mr. Burriss,



         15   you're excused.



         16                 THE WITNESS:  Thank you, Your Honor.



         17                 JUDGE SIANO:  All right.  We're coming up



         18   at 12:00.  At some point we'll take a lurch break, but I



         19   don't want to interfere with any efficiencies that might



         20   be had or time constraints.



         21                 Ms. Katz, did you want to take up



         22   Ms. Mauldin now or after lunch?



         23                 MS. KATZ:  Yes, Your Honor.  I'm assuming



         24   this shouldn't take long, but you never know.  But I



         25   would love to get her started now, if that's possible.
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          1                 JUDGE SIANO:  I'm fine with that.



          2                 Okay.  Go ahead and call your witness.



          3                 MS. KATZ:  Thank you, Your Honor.



          4                 At this time Windermere Oaks calls Jamie



          5   Mauldin to the stand.



          6                 JUDGE SIANO:  Ms. Mauldin, please raise



          7   your right hand.



          8                 (Witness sworn)



          9                 THE WITNESS:  I do.



         10                 JUDGE SIANO:  All right.  Proceed.



         11                        JAMIE MAULDIN,



         12   having been first duly sworn, testified as follows:



         13                      DIRECT EXAMINATION



         14   BY MS. KATZ:



         15       Q    Good morning, Ms. Mauldin.



         16       A    Good morning.



         17       Q    Ms. Mauldin, do you have a copy of what's been



         18   previously marked as Exhibits WOWSC 4, 5, and 6 in front



         19   of you, which is a copy of your testimony, including



         20   both supplementals?



         21       A    I do.



         22       Q    And are these true and correct copies of the



         23   prefiled testimony in this case?



         24       A    They are.



         25       Q    And if we were to ask you the questions
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          1   presented in this document to you, would the answers



          2   still be the same as what's contained in your testimony?



          3       A    Yes.



          4                 MS. KATZ:  With this exhibit already in



          5   the record, Windermere Oaks passes the witness for



          6   cross-examination.



          7                 JUDGE SIANO:  Ms. Allen.



          8                       CROSS-EXAMINATION



          9   BY MS. ALLEN:



         10       Q    Ms. Mauldin, hang on one second.  I know I'm



         11   probably muted.  Hold on.



         12                 Okay.  Ms. Mauldin, can you hear me okay?



         13       A    I can.



         14       Q    Okay.  Great.  Can you tell us whether the



         15   rates that are being appealed from were determined based



         16   upon all of the expenses that the Company either paid or



         17   incurred for work done in 2019?



         18       A    I am only here to testify about my direct



         19   testimony, which is the rate case expenses in this case.



         20                 MS. KATZ:  Yeah, Your Honor -- thanks,



         21   Ms. Mauldin.  Your Honor, I would be objecting to this



         22   question.  It's outside the scope of her testimony.



         23   Ms. Mauldin is here only to testify as far as rate case



         24   expenses, not expenses in all of the cases at hand.



         25                 JUDGE SIANO:  Well, I understand that.
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          1   Cross-examination is wide open.  She can answer that



          2   question.



          3                 Ms. Allen -- or Ms. Mauldin, go ahead and



          4   answer the question.



          5       A    Can you ask the question again?  I'm sorry.



          6       Q    (BY MS. ALLEN)  Yes, ma'am.  Do you know



          7   whether the rates that are being appealed from for which



          8   you're trying to get expenses for the appeal, whether



          9   those rates were calculated on the basis of all of the



         10   expenses that the Company paid or incurred for services



         11   during 2019?



         12                 JUDGE SIANO:  I'm sorry.  Maybe I



         13   misunderstood the question initially.



         14                 I'll sustain the objection.



         15                 MS. ALLEN:  Fair enough.



         16       Q    (BY MS. ALLEN)  Ms. Mauldin, did you provide



         17   the board with any sort of -- for lack of a better



         18   word -- legal budget for what this rate appeal would



         19   likely cost the company?



         20       A    At certain times throughout the last year-and-a



         21   half while this case has been pending, I have provided



         22   estimates to Mr. Gimenez and Mr. Nelson.  Whether or not



         23   they took that to the board, I am -- I don't know.



         24       Q    So just so that I'm clear:  The board did not



         25   request or require you to furnish any sort of budget
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          1   when you were engaged for this work.  Is that fair to



          2   say?



          3       A    If they did, I do not recall.



          4       Q    And you can can't recall having ever furnished



          5   a budget.  Is that right?



          6       A    I have definitely furnished estimates to



          7   complete this proceeding with various outcomes and --



          8   but I don't recall when exactly those estimates were



          9   provided.



         10       Q    Okay.  You did not undertake to try to



         11   determine whether the rates that are being appealed from



         12   were just and reasonable.  Is that fair to say?



         13       A    I would say that I was hired to defend the



         14   Water Supply Corp in the rate appeal.



         15       Q    So can you answer my question?



         16       A    Can you repeat the question?



         17                 MS. ALLEN:  Ms. Griffin, could you read



         18   back the question, please, ma'am.



         19                 (The record was read as requested.)



         20       Q    (BY MS. ALLEN)  I think what I meant to say



         21   was:  Did you undertake to determine whether or not the



         22   rates being appealed from are just and reasonable?



         23       A    I would say in the course of my representation



         24   I have evaluated the rates that are being appealed.



         25       Q    What evaluation have you made?
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          1                 MS. KATZ:  Your Honor, I'm going to object



          2   to relevance.



          3                 JUDGE SIANO:  Sustained.



          4       Q    (BY MS. ALLEN)  Have you evaluated any of the



          5   legal fees that are included within the rates being



          6   appealed from in order to ascertain whether or not they



          7   are reasonable expenses of operation?



          8                 MS. KATZ:  Your Honor, I'm going to object



          9   to relevance again.



         10                 JUDGE SIANO:  Response?



         11                 MS. ALLEN:  Your Honor, I mean, I can't



         12   know without asking, but it seems to me that if



         13   evaluations were made that suggested that these expenses



         14   were not reasonable operating expenses, then that should



         15   have informed the strategy and therefore the level of



         16   expense of Company resources that would be allocated to



         17   this effort.



         18                 MS. KATZ:  Your Honor, I believe this line



         19   of questioning is asking Ms. Mauldin about her



         20   assessment of the case and attorney/client privileged



         21   communication regarding strategy.  And I also don't



         22   think it's relevant to this proceeding.



         23                 MS. ALLEN:  Well, relevance I hear.  But



         24   once this witness takes the stand, she does not have a



         25   privilege.
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          1                 JUDGE SIANO:  Well, I don't know if I



          2   agree with you on that.



          3                 So your question, Ms. Allen, is whether or



          4   not Ms. Mauldin has made an independent evaluation of



          5   the reasonableness of the legal expenses that are the



          6   subject of this appeal?



          7                 MS. ALLEN:  Right.  Whether they are --



          8   whether they are reasonable operating expenses, yes.



          9                 JUDGE SIANO:  I will allow that question.



         10       A    May I ask a clarifying question, Ms. Allen?



         11   I'm am sorry to ask you a question, but I'm a little



         12   confused about the term "operating expenses" in this



         13   manner.  Are we talking about utility operating expenses



         14   or legal operating expenses?



         15       Q    (BY MS. ALLEN)  Let me rephrase.



         16                 Have you analyzed the litigation expenses



         17   that were included within these rates to determine



         18   whether they are or are not costs incident to the



         19   operation of the Corporation's water and wastewater



         20   system?



         21       A    I have reviewed the legal expenses that were



         22   included in this -- in the appealed rate, yes.



         23       Q    What evaluation did you make to determine



         24   whether or not they were costs incident to the operation



         25   of the Corporation's water and wastewater system?
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          1       A    I determined that the utility needed to pay



          2   these outstanding legal invoices.



          3       Q    Why?



          4       A    Because they are owed to the law firms that



          5   performed the work for them.



          6       Q    Okay.  So they are valid debts of the Company.



          7   Is that right?



          8       A    Sure.



          9       Q    You didn't evaluate whether or not it was



         10   reasonable to have approved those expenditures.  Is that



         11   correct?



         12       A    As an attorney, I was hired to defend this rate



         13   appeal.  I reviewed the facts of the case, and I have



         14   prepared a case defending the rate appeal.  And I



         15   believe the testimony stands and speaks for itself.



         16       Q    Has anyone ever suggested to you that any of



         17   these legal costs were not approved by the board, in



         18   other words, were unauthorized?



         19       A    No.  Not that I recall.



         20       Q    Is it fair to say that the best that you know,



         21   every one of the legal expenses that are included in



         22   these rates was approved by the board of directors?



         23       A    As far as I know.



         24                 MS. ALLEN:  Nothing further, sir.



         25                 JUDGE SIANO:  Redirect?  I'm sorry.  Let's
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          1   see.



          2                 Did Staff have any questions?



          3                 MS. LANDER:  No, Your Honor.  Staff has



          4   waived this witness as well.



          5                 JUDGE SIANO:  Okay.  Ms. Katz?



          6                 MS. KATZ:  I just have a few questions,



          7   Your Honor.



          8                 JUDGE SIANO:  Go ahead.



          9                     REDIRECT EXAMINATION



         10   BY MS. KATZ:



         11       Q    Ms. Mauldin, let's talk about your specific



         12   testimony that you filed now.



         13                 Does Lloyd Gosselink use lower rates than



         14   other law firms who provide similar utility



         15   representation?



         16       A    Generally speaking, yes.



         17       Q    Okay.  And have you billed consistently?



         18       A    Yes.



         19       Q    Okay.  And are -- what are your hourly rates?



         20       A    In this case, my hourly late rate is $280.  My



         21   normal hourly rate is $350 that I charge to other



         22   clients.



         23       Q    Okay.  And generally speaking, what are rates



         24   typically capped at in these types of cases?



         25       A    I believe the Commission has a general cap of
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          1   $550 an hour for outside legal expenses.



          2       Q    So it's fair to say $280 is much less than



          3   $550?



          4       A    Yes.



          5       Q    And has your billing changed recently regarding



          6   this case?



          7       A    Yes.  As we have prepared for hearing, I have



          8   begun to -- well, consistently throughout this case, I



          9   have tried to rely on my support staff and associates to



         10   prepare a lot of the work in order to keep rate case



         11   expenses down.  And as of late, as we prepare for



         12   hearing, I have been personally writing off a lot of my



         13   time so as not to charge the Ratepayers.



         14       Q    Okay.  And the Ratepayers were pro se until



         15   about a week or two ago.  Is that right?



         16       A    Correct.



         17       Q    Okay.  And how did their number of pleadings



         18   compare to a typical rate appeal?  Like, were they more



         19   than normal, less than normal?



         20       A    I would say in a typical rate appeal there



         21   could be a lot of pleadings but there were -- this has



         22   been a very motion practice heavy proceeding, in my



         23   experience.



         24       Q    Okay.  And when -- as an attorney representing



         25   the Water Supply Corporation, when you receive pleadings
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          1   or motions, do you have a duty to respond to those?



          2       A    Yes, I do.  I have a duty to represent and



          3   defend my client.



          4                 MS. KATZ:  Okay.  Thank you, Ms. Mauldin.



          5                 Pass the witness.



          6                 JUDGE SIANO:  I have a question,



          7   Ms. Mauldin.  It looks likes this is your second



          8   supplement and you're at right around $270 at this



          9   point.  Do you anticipate that that number will increase



         10   through briefing and Commission consideration?



         11                 THE WITNESS:  Yes, Your Honor.  The



         12   latest -- my second supplement was through I believe the



         13   end of October so that -- to date, the rate cases



         14   expenses do not include November.  And, yes, it will



         15   continue to incur expenses until this proceeding is



         16   final and nonappealable.



         17                 JUDGE SIANO:  And do you have an estimate



         18   of what that will be?



         19                 THE WITNESS:  I cannot say off the top of



         20   my head.  I know I estimated I think at the end of



         21   October that it would probably cost us an additional



         22   $100,000 to go through hearing and briefing and the



         23   exceptions, the whole process, to take it to final



         24   decision at the Commission.  But that's subject to



         25   change depending on how much work we need to do.
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          1                 JUDGE SIANO:  I'm sorry.  Is that $100,000



          2   on top of the 270 number, or is that on top of the



          3   second supplement -- I mean first supplement?



          4                 THE WITNESS:  That would be on top of the



          5   second supplement.



          6                 JUDGE SIANO:  So we're looking at



          7   approximately 370?



          8                 THE WITNESS:  I would say that's a fair



          9   estimate.



         10                 JUDGE SIANO:  All right.  Thank you.



         11                 Any questions based on my questions,



         12   Ms. Allen?



         13                 MS. ALLEN:  Your Honor, I do have just a



         14   bit of re-cross.  It's really based on Ms. Katz



         15   questions.



         16                 JUDGE SIANO:  That's fair.  Go ahead.



         17                      RECROSS EXAMINATION



         18   BY MS. ALLEN:



         19       Q    Ms. Mauldin, would you agree with me that it is



         20   not in the public interest for the Company's ratepayers



         21   to pay the legal expenses incurred for this appeal if it



         22   is determined that the rates that their board set were



         23   not just and reasonable?



         24                 MS. KATZ:  Your Honor, I'm going to



         25   object.  That's outside the scope of recross.
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          1                 JUDGE SIANO:  Sustained.



          2       Q    (BY MS. ALLEN)  Ms. Mauldin, would you agree



          3   with me that it is not good public policy to require the



          4   ratepayers of this company to pay the costs that their



          5   board has incurred in this appeal if it is determined



          6   that the rates that their board set for them are not



          7   just and reasonable?



          8                 MS. KATZ:  Your Honor, I'm going to



          9   object.  It's outside the scope of re-cross.



         10                 JUDGE SIANO:  Sustained.



         11       Q    (BY MS. ALLEN)  Ms. Mauldin, do you represent



         12   any other, what I'm going to call, smaller utilities?



         13       A    I do.



         14       Q    So that we can make a comparison, can you tell



         15   us who they are?



         16       A    In terms of small water utilities I represent



         17   MSEC.  I represent IntegraWater Texas.  I'm sure I



         18   represent others that I can't think of off the top of my



         19   head.



         20       Q    Have you represented them in a rate proceeding



         21   of this type?



         22       A    Not those clients, no.



         23       Q    Okay.  I should have asked you that.  That's



         24   what I intended to ask is whether you'd represented any



         25   other smaller utilities in a rate appeal like this or a
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          1   rate proceeding like this?



          2       A    I have represented the City of Austin in a rate



          3   appeal.



          4       Q    You don't consider the City of Austin a small



          5   utility, do you?



          6       A    I do not.



          7                 MS. ALLEN:  Okay.  Okay.  Your Honor,



          8   that's all I have.  Thank you.



          9                 JUDGE SIANO:  Ms. Katz?



         10                 MS. KATZ:  I have nothing further, Your



         11   Honor.



         12                 JUDGE SIANO:  All right.  Thank you



         13   Ms. Mauldin.



         14                 Well, I guess I should ask Staff.



         15   Anything?



         16                 MS. LANDER:  No, Your Honor.  Thank you.



         17                 JUDGE SIANO:  All right.  Thank you.



         18                 Ms. Mauldin, you're excused.



         19                 THE WITNESS:  Thank you.



         20                 JUDGE SIANO:  Okay.  Well, that brings us



         21   to lunch time, and let's see as far as the next



         22   witnesses -- where is my list here?  We have Joe Gimenez



         23   and Mike Nelson.  Mike Nelson needs to testify this



         24   afternoon.  Is that right?



         25                 MS. KATZ:  Yes, yes, Your Honor.
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          1                 JUDGE SIANO:  Okay.  Let's go off the



          2   record.  I just want to just talk about sort of how



          3   we're going to proceed here.



          4                 (Recess:  12:12 p.m. to 12:50 p.m.)



          5                       AFTERNOON SESSION



          6                  WEDNESDAY, DECEMBER 1, 2021



          7                         (12:50 p.m.)



          8                 JUDGE SIANO:  Well, let's go back on the



          9   record, and I believe we're taking up Mike Nelson.



         10                 MS. KATZ:  Correct, Your Honor.



         11                 JUDGE SIANO:  Ms. Katz.



         12                 MS. KATZ:  Thank you, Your Honor.  At this



         13   time Windermere Oaks calls Mike Nelson to the stand.



         14                 (Witness sworn)



         15                 JUDGE SIANO:  Okay.  You're going to need



         16   to speak up just a little bit.



         17                 THE WITNESS:  Yes.



         18                 JUDGE SIANO:  Thank you.



         19                 Ms. Katz.



         20                 MS. KATZ:  Thank you, Your Honor.



         21                  PRESENTATION ON BEHALF OF



         22     WINDERMERE OAKS WATER SUPPLY CORPORATION (CONTINUED)



         23                         MIKE NELSON,



         24   having been first duly sworn, testified as follows:



         25
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          1                      DIRECT EXAMINATION



          2   BY MS. KATZ:



          3       Q    Good morning -- good afternoon, Mr. Nelson.



          4   (Laughter)  We're in the afternoon now.



          5       A    Good afternoon.



          6       Q    Can you hear me okay?



          7       A    Yes, I can.



          8       Q    Okay.  Great.  Mr. Nelson, do you have a copy



          9   of what's been marked as Exhibits WOWSC 07, 08, and 10?



         10       A    My direct testimony and my rebuttal testimony?



         11       Q    And your errata?



         12       A    Yes.



         13       Q    Okay.  And are there any corrections or errors



         14   you'd like to make to your direct testimony, which is



         15   on -- which is Exhibit WOWSC 07, specifically on Page 7



         16   and on Page 16?



         17       A    Yes.  So, on --



         18       Q    So, let's start with Page 7, Mr. Nelson.



         19       A    On Page 7, Line 21, it says:  What were the



         20   results of --



         21                 (Simultaneous discussion)



         22                 MS. ALLEN:  Ratepayers object to this



         23   testimony --



         24                 JUDGE SIANO:  Wait --



         25                 MS. ALLEN:  -- on the same basis as they
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          1   objected to the untimely supplement, Your Honor.



          2                 JUDGE SIANO:  I'm sorry.  Let's -- which



          3   page are we on?



          4                 MS. KATZ:  Your Honor, we're on Page 7 of



          5   Mike Nelson's direct testimony, which was marked as



          6   Windermere Oaks Exhibit 7.



          7                 JUDGE SIANO:  Okay.  And I assume that



          8   your line of questioning now pertains essentially to the



          9   errata.



         10                 MS. KATZ:  Yes, Your Honor, but I would --



         11   yes, Your Honor.  But since it wasn't admitted in whole



         12   and just in part, that's why I was referring to the



         13   direct testimony rather than the errata.



         14                 JUDGE SIANO:  Okay.  Ms. Allen, your



         15   objection is overruled.



         16                 Go ahead.



         17       Q    (BY MS. KATZ)  Mr. Nelson, on Page 7 what



         18   language needs to be corrected or revised?



         19       A    So, Line 21, the Question:  What were the



         20   results of the TRWA study?  It should read:  The TRWA



         21   rate analysis used WOWSC's 2019 year-end financials and



         22   determined a base water and wastewater rate of $174.59



         23   using 253 customers.



         24       Q    Okay.  And on Page 16, what corrections or



         25   revisions do you have on that page from your direct
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          1   testimony?



          2       A    Yeah, I am scrolling there.  So, on Line 4 --



          3                 MS. ALLEN:  Your Honor, just to make sure



          4   our record is clear, we object to this correction on the



          5   same grounds that we objected to the untimely filed



          6   supplement.



          7                 JUDGE SIANO:  Ms. Katz, I believe we



          8   already covered this page.  Was there anything else that



          9   you were going to address?



         10                 MS. KATZ:  Your Honor, I was clarifying,



         11   as far as what was changed, because I was planning on



         12   asking him if everything was true and correct in those



         13   exhibits.



         14                 JUDGE SIANO:  Okay.



         15                 MS. KATZ:  And since it's not true and



         16   correct, as far as the direct, that's where we were



         17   clarifying the language on Page 16 in Lines 8 through 9,



         18   which has been addressed in the errata, as well, but



         19   that was not admitted at that time, and we were waiting



         20   until Mr. Nelson was taken -- or took the stand.



         21                 JUDGE SIANO:  Okay.  Go ahead.



         22       A    So, on Line 4, the question:  Did WOWSC



         23   experience any unusual costs or professional fees for



         24   the period from January 2019 until the time the rates



         25   were adopted?  And so, the answer is:  Yes.  As a result
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          1   of the various lawsuits and inordinate amount of public



          2   information act requests, WOWSC paid approximately



          3   $171,337 in legal, accounting, and total contract



          4   services costs in 2019, incurred approximately --



          5                 (Simultaneous discussion)



          6                 JUDGE SIANO:  So, I'm going to stop you



          7   right there because now we're getting into what



          8   Ms. Allen objected to.



          9                 Ms. Allen, you're going to have to unmute



         10   yourself.



         11                 MS. ALLEN:  I have, Your Honor, and I



         12   don't mean to belabor the point.  But I object to this



         13   new testimony on the same grounds as I objected to the



         14   untimely supplement.



         15                 JUDGE SIANO:  And your basis is that



         16   there's -- it's surprise and --



         17                 MS. ALLEN:  It is untimely, and there is



         18   surprise and prejudice.



         19                 JUDGE SIANO:  So, Ms. Katz, this does seem



         20   to go beyond a mere correction.



         21                 MS. KATZ:  So, Your Honor, it's our



         22   opinion that it's a clarification on the amount, and



         23   Mr. Nelson, of course, will be available in cross for



         24   Ms. Allen addressing any of that, of the questions that



         25   she has.
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          1                 JUDGE SIANO:  Okay.  As I understand your



          2   prior argument, though, this information is -- well,



          3   there's a cite to it.  Right?  The citation has not



          4   changed.  So, the information is in the workpapers.



          5   Correct?



          6                 MS. KATZ:  Correct, your Honor.  Yes.



          7                 JUDGE SIANO:  Okay.  I'm going to --



          8                 (Simultaneous discussion)



          9                 MS. KATZ:  It's information that was



         10   already provided.  It was just a clarification on



         11   specifics.



         12                 JUDGE SIANO:  Ms. Allen, how do you



         13   respond to that?



         14                 MS. ALLEN:  Your Honor, although I only



         15   had 30 minutes to check that, those numbers still don't



         16   add up.  The work -- the quote/unquote "workpapers" do



         17   not add up to the numbers that are in his supplement.  I



         18   don't know why.  I could probably figure it out if I had



         19   more than 30 minutes or even a day, but they don't.  So,



         20   I'm at a bit of a loss with this last-minute supplement



         21   to try to figure out what it relates to and how to



         22   manage it.



         23                 MS. KATZ:  Well, Your Honor, this is



         24   simply a clarification, and it's my understanding that



         25   this is the time where Ms. Allen would ask Mr. Nelson

�



                                                                       114









          1   additional questions about those numbers if she is



          2   confused, and I'm sure that he's happy to answer them.



          3   But we thought that we would clarify those numbers



          4   initially, specifically that there's an issue -- that



          5   this issue is with the wording of paid and incurred.



          6                 JUDGE SIANO:  Okay.  Well -- okay.  So,



          7   if -- okay.  So, if the correction is -- okay.  So, what



          8   you're saying is that the 171 was paid, but there are



          9   additional fees that were incurred?  Is that -- do I



         10   understand that?



         11                 THE WITNESS:  Yes.



         12                 MS. KATZ:  Correct.



         13                 JUDGE SIANO:  Okay.  So, the invoices are



         14   in evidence, and it's not jumping out to me where that



         15   testimony is.  So, if you want to refer to it in your



         16   closing argument or if the door is open to it, then on



         17   redirect, but I'll sustain the objection after 2019.



         18   So, I'll allow the change from incurred to paid on



         19   Line 8, but the objection is sustained after 2019.



         20                 MS. KATZ:  Understood, Your Honor.  May I



         21   proceed?



         22                 JUDGE SIANO:  You may.



         23                 MS. KATZ:  Thank you.



         24       Q    (BY MS. KATZ)  Mr. Nelson, if we were to ask



         25   you the same questions presented in the documents --
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          1   those three documents in front of you to you, would the



          2   answers to those questions be the same as what's



          3   contained in your testimony other than what we have just



          4   spoken about?



          5       A    Yes.



          6       Q    Okay.



          7                 MS. KATZ:  Then, Your Honor, at this time



          8   Windermere Oaks passes the witness.



          9                 JUDGE SIANO:  All right.



         10                 Ms. Allen.



         11                 MS. ALLEN:  Thank you, Your Honor.



         12                       CROSS-EXAMINATION



         13   BY MS. ALLEN:



         14       Q    Mr. Nelson, can you hear me all right?



         15       A    Yes.



         16       Q    Thank you.  So, I'm going to start right there.



         17   You recall that the board put out a notice February 11



         18   of 2020.  Right?



         19       A    What notice are you referring to?



         20       Q    It was the notice of rate/tariff changes



         21   effective March 23, 2020.  Would it help you if I showed



         22   it to you?



         23       A    Yes.



         24       Q    Okay.  Let me see if I got it done, and I'll



         25   scroll it so that you can see it.  Can you see it now?
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          1       A    Yes.



          2       Q    I'm going to make it just a hair smaller so



          3   that you can see a little more of it, but I'll show you



          4   any part of it you like.  That's the limitation of



          5   screen sharing.  Can you satisfy yourself that you're



          6   now looking at the notice that the Company sent when it



          7   changed the rates?



          8       A    Yes.



          9                 MS. ALLEN:  And this is Ratepayer



         10   Exhibit 01, Bates Page 5.  And, Your Honor, I would



         11   offer this page, and I would -- for clarity of the



         12   record, I would offer this page as Ratepayer's 18.



         13                 JUDGE SIANO:  I assume there's no



         14   objection to this being admitted, Ms. Katz?  My only



         15   concern is with the marking, and we don't have a way to



         16   easily --



         17                 MS. KATZ:  Right.  Yeah --



         18                 JUDGE SIANO:  -- separate this out.



         19                 MS. ALLEN:  Your Honor, here's my



         20   suggestion, what we've done in other cases:  The marking



         21   is simply because if I were present, I would point to



         22   it, but I'll furnish for the record a clean copy with no



         23   highlighting.  Is that acceptable?



         24                 JUDGE SIANO:  I'm not concerned about the



         25   highlighting.  I'm concerned about -- that this marked
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          1   Exhibit 1, Ratepayer Exhibit 1, to which there is an



          2   objection.  I understand it contains more pages than



          3   this, and I don't want it to be confused with the rest



          4   of the exhibit.



          5                 MS. ALLEN:  That's the reason I separated



          6   it out and marked it separately as 18 so that it's crisp



          7   and separate, and it can be ruled on all by itself.



          8                 JUDGE SIANO:  Okay.



          9                 Ms. Simon, do you have a copy of this



         10   as -- that you can --



         11                 (Discussion off the record)



         12                 JUDGE SIANO:  Okay.  Ms. Katz, does this



         13   document exist anywhere else in the record?



         14                 MS. KATZ:  I'm so confused, Your Honor.



         15   I'm trying to figure that out because the last exhibit



         16   list that we have from Ratepayers is only through 17,



         17   and I understand Ms. Allen said she's separating this



         18   and marking one page as 18.



         19                 JUDGE SIANO:  This is Page 5 of Exhibit 1.



         20                 MS. ALLEN:  Correct.



         21                 JUDGE SIANO:  And she wants to offer this



         22   as a stand-alone exhibit.



         23                 (Brief pause)



         24                 JUDGE SIANO:  Let's go off the record for



         25   a moment to figure out the mechanics of doing this.
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          1                 (Brief recess)



          2                 JUDGE SIANO:  We can go back on the



          3   record.



          4                 Ms. Katz, any objections to Ratepayers



          5   Exhibit 18?



          6                 MS. KATZ:  We have no objection to



          7   Ratepayers new Exhibit 18, as long as it's of the



          8   understanding that it's not inclusive of what's been



          9   marked as Ratepayers Exhibit 1.  They are separate and



         10   two district exhibits.  Correct?



         11                 JUDGE SIANO:  Correct.



         12                 MS. KATZ:  Okay.



         13                 JUDGE SIANO:  Not admitting Exhibit 1 at



         14   this time, and she's not offering it.



         15                 MS. KATZ:  We have no objection, then.



         16                 JUDGE SIANO:  Okay.  Ratepayers Exhibit 18



         17   is admitted.



         18                 (Exhibit Ratepayers No. 18 admitted)



         19       Q    (BY MS. ALLEN)  So, Mr. Nelson, it's my



         20   understanding that the Company is required -- when it



         21   makes a rate change, it's required to notify its



         22   customers.  Is that right?



         23       A    I believe so.



         24       Q    And this is the notice that accomplished that.



         25   Is that correct?
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          1       A    Yes.



          2       Q    Exhibit 18.  Okay.  And in Exhibit 18 on



          3   February 11 of 2020 the Company told its customers that



          4   the rate analysis considered all the operating expenses



          5   we incurred, including the 169,000 in legal fees.  Do



          6   you see that?



          7       A    Yes.



          8       Q    That was not true.  Was it?



          9       A    I don't understand your question.



         10       Q    Haven't you just told us that the Company



         11   incurred in the Year 2019 at least 121,000 more in legal



         12   costs?



         13       A    We paid the $169,000 in Year 2019.  The Year



         14   2019 financials were used in the rate analysis.  So, the



         15   $169,000 in legal fees was used in the rate analysis.



         16   We incurred additional fees in work -- for work done in



         17   2019 that was paid in 2020, as well as incurred



         18   additional legal expenses in 2020 prior to this rate



         19   case, and that's what I was trying to correct in the



         20   record.



         21       Q    Yesterday you sent a correction that said that



         22   the WOWSC incurred approximately 121,659 in legal costs



         23   in late 2019.  Isn't that right?



         24       A    Yes.



         25       Q    Those incurred costs were not included for
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          1   purposes of the rate analysis.  Correct?



          2       A    That is correct.



          3       Q    When the Company told its ratepayers the rate



          4   analysis considered all of the operating expenses



          5   incurred, that was not true.  Was it?



          6       A    Again, I don't understand your question.  We



          7   used the expenses from Year 2019, which included all



          8   operating expenses.  So, yes, all operating expenses



          9   were included.



         10       Q    Okay.  Your new testimony is as follows:  The



         11   Company incurred approximately 121,659 in legal costs in



         12   late 2019.  Are you with me?



         13                 MS. KATZ:  Your Honor, I'm going to object



         14   to mischaracterization of testimony.  If you recall,



         15   this was not admitted yet, this portion.  And so, if she



         16   has a question regarding numbers, then I would ask



         17   Ms. Allen to ask him first about the numbers and what



         18   those numbers should be, and then move on to more



         19   specific questions.  But he didn't technically testify



         20   to this yet.  This wasn't included in what you admitted.



         21                 MS. ALLEN:  Your Honor --



         22                 (Simultaneous discussion)



         23                 JUDGE SIANO:  Sustained.



         24       Q    (BY MS. ALLEN)  When this board of directors



         25   decided to raise these rates, it knew from information
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          1   that it had before it that the legal expenses the



          2   Company had incurred for 2019 was upwards of $250,000.



          3   Isn't that correct?



          4       A    I'm not sure I understand what you said.  Are



          5   you saying that on top of the 169 we paid here, plus the



          6   121 incurred, that the 169 plus 121 is more than 250?



          7   Yes, that's correct.



          8       Q    Mr. Nelson, all I want to know from you is,



          9   isn't it true that the board knew from the information



         10   that was before it at the time that it raised the rates



         11   that the legal costs on which the rate increase was



         12   based that the total amount incurred for 2019 was



         13   upwards of 250,000?



         14       A    Again, the rate analysis used, used the amount



         15   of legal fees paid in 2019.  It was our understanding,



         16   based off of guidance from TRWA, that we could only use



         17   what was actually occurred in 2019 as far as payments



         18   go.  So, we had to use our 2019 financials.  That's what



         19   we used.



         20       Q    Isn't it true --



         21       A    What came out of that was a water base rate of



         22   $174,000, and what we knew at the end of 2019 is that we



         23   just received some really high legal bills at the end of



         24   2019.  So, like the November work we got in very late



         25   December, the December work we didn't get billed for
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          1   until January.  And so we knew that we had paid all the



          2   legal bills or most of them through October work and not



          3   the November-December work, and so we knew that those



          4   were quite high and would far exceed our cash flow.



          5                 And so that's when we started discussing



          6   what we would need to do, and with the legal case just



          7   starting to explode, the 48292 case where depositions



          8   were just starting and we knew that that was going to



          9   continue throughout 2020, that we needed to increase our



         10   cash flow.  And we talked with our law firms --



         11                 (Simultaneous discussion)



         12       Q    (BY MS. ALLEN)  Mr. Nelson, if the ALJ wants to



         13   hear this, I am happy for you to tell him, but I'm



         14   looking for a number.  May we --



         15                 (Simultaneous discussion)



         16       A    I just told you the number.  I guess it's not



         17   the number you wanted to hear.



         18       Q    (BY MS. ALLEN)  I am looking for a number.



         19       A    Yes, it's 169 in legal fees was used in the



         20   rate analysis.



         21       Q    Isn't it true that the Company became obligated



         22   in 2019 to pay more than $250,000 for legal costs for



         23   these two lawsuits?



         24       A    For those two lawsuits, no, that's not



         25   accurate.
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          1       Q    All right.  What's the number?



          2       A    I don't know.



          3       Q    Well, who does?



          4       A    You'd have to look at all the different



          5   billings.  The legal fees include three different -- we



          6   had two lawyers, our general counsel, and then we have



          7   the TOMA and the 48292 --



          8                 (Simultaneous discussion)



          9       Q    (BY MS. ALLEN)  And you're claiming that --



         10       A    -- and then we have Enoch Kever, which is the



         11   48292 case.



         12       Q    (BY MS. ALLEN)  All right.  Is it accurate that



         13   the Company is claiming that many of the expenses that



         14   were placed on its billings under General Counsel have



         15   to do with these lawsuits?



         16       A    There -- I guess in -- if you considered the



         17   PIA requests, that's true, but there were many other



         18   general counsel issues in Year 2019.



         19       Q    But there's no way from the billings to



         20   separate that out with any precision.  Isn't that true?



         21       A    I don't know what you mean by it being precise.



         22   So, I guess that's up to interpretation.  I think we did



         23   an estimate.



         24       Q    There's no way to go through the billings and



         25   identify tasks and hours and rates associated with
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          1   discrete matters.  Isn't that true?



          2       A    I review the bills, and I recall there being



          3   descriptions and how many hours and who did that work in



          4   those line items.  And I believe that's how the estimate



          5   was raised.



          6       Q    There are entries on the invoices for the



          7   account titled General Counsel that have directly to do



          8   with matters in the TOMA Integrity lawsuit.  Correct?



          9       A    Are you regarding to PIA requests?  Because our



         10   general counsel --



         11                 (Simultaneous discussion)



         12       Q    (BY MS. ALLEN)  Are you able to answer my



         13   question?



         14       A    -- does not litigate the TOMA lawsuit.



         15                 JUDGE SIANO:  Ms. Allen, we need to be



         16   really careful about not talking over each other.



         17   The -- so, please wait until he's done, or --



         18                 MS. ALLEN:  There's a little bit of a



         19   delay, but I apologize.  And I will be more careful.



         20                 JUDGE SIANO:  Thank you.



         21       Q    (BY MS. ALLEN)  Mr. Nelson, are you able to



         22   answer the question that I asked you?



         23       A    Would you repeat it, please?



         24       Q    You want me to ask it again?



         25       A    Yes, please.
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          1       Q    Isn't it true there are entries on the invoices



          2   under the matter General Counsel that have to do with



          3   work that was performed in the TOMA Integrity lawsuit?



          4       A    No, not that I'm aware of.



          5       Q    Okay.



          6       A    The PIA requests work.



          7       Q    Isn't it true there are entries in the invoices



          8   under the heading General Counsel that are for work done



          9   in the lawsuit in which Rene Ffrench, Dick Dial, and



         10   Bruce Sorgen are the plaintiffs?



         11       A    Again, not that I'm aware of, not General



         12   Counsel.  That's another -- that's another bill that we



         13   get from Lloyd Gosselink.



         14       Q    You would agree with me that there shouldn't be



         15   entries in General Counsel for work that was done in the



         16   TOMA Integrity lawsuit.  Right?



         17       A    I'm not aware of it.



         18       Q    There shouldn't be any.  Isn't that right?



         19       A    I don't know.



         20       Q    You don't know whether there should or there



         21   shouldn't?



         22       A    Right.  So, I don't know if the TOMA legal



         23   counsel requested help from the general counsel on a



         24   particular matter or not.  I don't recall.



         25       Q    Okay.
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          1       A    So, to say that that never happened, I don't



          2   think is --



          3                 (Simultaneous discussion)



          4       Q    (BY MS. ALLEN)  Okay.



          5       A    It's a possibility.  Right?



          6       Q    Isn't it true that the Company takes the



          7   position that the public information requests that it



          8   was having to deal with in 2019 were directly related to



          9   the litigation?



         10       A    The PIA requests requested a lot of information



         11   that was eventually used by you.



         12       Q    Oh, I think not, but let me try my question



         13   again.  Doesn't the Company take the position that the



         14   expenses in connection with the Public Information Act



         15   requests are directly related to one of these lawsuits



         16   or the other?



         17       A    No.  We -- the Company takes the position that



         18   the PIA request was resubmitted, and we fulfilled it.



         19   That's the position --



         20                 (Simultaneous discussion)



         21       Q    (BY MS. ALLEN)  Do the --



         22       A    -- of the Company.



         23       Q    Do the charges for 2019 for the PIA requests



         24   pertain to one lawsuit or another in the Company's view?



         25       A    They're PIA requests that we fulfilled.
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          1       Q    Can you answer my question, Mr. Nelson?



          2       A    I don't know that the Corporation has a



          3   viewpoint or opinion on that.  I'm not aware of it.



          4       Q    Is it your testimony here today before this



          5   panel that the Company does not take the position that



          6   the PIA requests and the legal fees associated with them



          7   are directly related to one or the other of the two



          8   lawsuits?



          9                 MS. KATZ:  Your Honor, this question has



         10   been asked and answered several times.  Mr. Nelson



         11   indicated he wasn't sure.



         12                 JUDGE SIANO:  Sustained.



         13                 Let's move on.



         14       Q    (BY MS. ALLEN)  Mr. Nelson, I scrolled down on



         15   the notice that the board sent to its customers.  Can



         16   you see the bottom of it?



         17       A    Yes.



         18       Q    And it says to the customers:  The legal fees



         19   we were incurring far exceed the expenses necessary to



         20   continue to provide clean drinking water and to



         21   effectively treat our effluent.  Do you see that?



         22       A    Yes.



         23       Q    Was that true?



         24       A    It was at that time, yes.



         25       Q    How on earth did the board allow legal expenses
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          1   to exceed the costs to provide water and wastewater



          2   services for the customers?



          3       A    The water supply corporation was sued by TOMA



          4   Integrity and then by Ffrench, Dial, and Sorgen in the



          5   48292 case and was defending itself.



          6       Q    Okay.  So, let's --



          7                 (Simultaneous discussion)



          8       A    And so that's how those legal expenses were



          9   incurred, was in defense of the Corporation that was



         10   sued in both cases.



         11       Q    (BY MS. ALLEN)  Let's work on that.  We learned



         12   from Mr. Burriss's testimony that the TOMA lawsuit was



         13   filed in December 2017.  You were not on the board yet.



         14   Were you?



         15       A    Correct.



         16       Q    Mr. Nelson?



         17       A    Correct.



         18       Q    Okay.  You're aware, though, from your later



         19   service that the Company was unsuccessful in persuading



         20   its insurance carrier to cover the costs for that



         21   litigation.  Right?



         22       A    Correct.



         23       Q    Okay.  You were on the board and were the



         24   secretary-treasurer when the original petition was filed



         25   in the Double F lawsuit.  Correct.
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          1       A    Yeah, I was secretary-treasurer when the



          2   Double F lawsuit was filed.  Yes.



          3       Q    The Double F lawsuit was filed against Dana



          4   Martin's Company in the Burnet County Commissioners



          5   Court.  Right?



          6       A    I don't know.  I assume so.



          7       Q    Did the Company spend money on the Double F



          8   lawsuit in July of 2018?



          9       A    I don't know.



         10       Q    Did the Company spend money on the Double F



         11   lawsuit in August of 2018?



         12       A    I'm trying to remember when the Water Supply



         13   Corporation was enjoined into that lawsuit.  I'm



         14   thinking it was May 2019 for 48292.  So, that would



         15   require some legal work in May or June.  So, June work



         16   would get billed in July, get paid in July or August.



         17   So, roughly, yes.



         18       Q    In-between -- let's see.  Let me get my dates



         19   right.  In-between July 9th of 2018, when the Double F



         20   lawsuit was filed, and May 14th of 2019, when an



         21   intervention was filed that named the Company, did the



         22   Company pay any legal costs for the Double F lawsuit?



         23       A    Not that I'm aware of.



         24       Q    It shouldn't have.  Should it?



         25       A    Not that I'm aware of.
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          1       Q    Okay.  After the Double F lawsuit -- well, let



          2   me back up.  Do you have an understanding of what the



          3   Double F lawsuit was about when it was filed?



          4       A    I learned about it after.



          5       Q    You learned about it when after?



          6       A    I don't recall.



          7       Q    Okay.  But you do know the Double F lawsuit was



          8   filed in July of 2018.  Correct?



          9       A    I did not know the date.



         10       Q    Do you need to see the pleading?



         11       A    No.



         12       Q    Okay.



         13                 JUDGE SIANO:  Ms. Allen, we're spending a



         14   lot of time on the dates, and I'm not sure that the



         15   exact date is -- has a strong bearing on the justness



         16   and reasonableness of the rates.



         17                 MS. ALLEN:  Okay.  I'm now -- just -- Your



         18   Honor, just by way of explanation, I'm really now



         19   working more on the reasonableness of the expenses that



         20   are the basis for those rates.  But I hear you, and I'll



         21   move on.



         22       Q    (BY MS. ALLEN)  Mr. Nelson, you were on the



         23   board and you were secretary-treasurer at the time that



         24   the Company decided to have a forensic appraisal done.



         25   Right?
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          1       A    Yes.



          2       Q    That was --



          3                 JUDGE SIANO:  Mr. Nelson, you're going to



          4   need to speak up a little bit.



          5                 THE WITNESS:  Okay.



          6                 JUDGE SIANO:  Was that a -- did you answer



          7   "yes"?



          8                 THE WITNESS:  Yes, I did.



          9                 JUDGE SIANO:  Okay.



         10                 Go ahead, Ms. Allen.



         11       Q    (BY MS. ALLEN)  The forensic appraisal



         12   reflected that the properties that had been sold to



         13   Martin for $200,000 was worth $700,000 at the time.  Is



         14   that right?



         15       A    The Bolton appraisal, yes.



         16       Q    Yes.  That was the appraisal the board had



         17   ordered.  Right?



         18       A    Yes.



         19       Q    Okay.  And that report came out in December of



         20   2018.  Right?



         21       A    Yes.



         22       Q    And the board published it to the membership.



         23   Correct?



         24       A    I believe so, yes.



         25       Q    The board decided to have its lawyer do a legal
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          1   analysis and prepare a demand letter.  Correct?



          2       A    Yes.



          3       Q    Actually, two demand letters.  Right?



          4       A    I believe so.



          5       Q    One to Ms. Martin and her Company and one to



          6   Mr. Hinton, who had provided an appraisal years ago.



          7   Right?



          8       A    Yes.



          9       Q    You participated in that effort, and you



         10   approved those letters.  Did you not?



         11       A    Yes.



         12       Q    And they outlined all manner of wrongful



         13   conduct in connection with that transaction.  Isn't that



         14   right?



         15                 MS. KATZ:  Your Honor, I'm going to object



         16   to relevance.



         17                 JUDGE SIANO:  Sustained.



         18       Q    (BY MS. ALLEN)  At the time the board decided



         19   to approve the payment of legal expenses to oppose



         20   relief in the TOMA Integrity lawsuit, its lawyers had



         21   written a demand letter to Dana Martin and to Mr. Hinton



         22   that outlined all manner of wrongful conduct.  Isn't



         23   that right?



         24                 MS. KATZ:  Your Honor, I'm going to object



         25   to relevance again.  None of this has anything to do
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          1   with the list of issues in the preliminary order.  These



          2   specific questions don't address any of these questions,



          3   of these Issues 1 through 11.



          4                 JUDGE SIANO:  Sustained.



          5                 MS. ALLEN:  Your Honor, I thought that



          6   this panel was supposed to analyze whether or not the



          7   legal expenses, themselves, were prudent and reasonable,



          8   and it seems to me that it's pertinent to know what the



          9   board knew when it was approving them.  That is the only



         10   effort that I have here.



         11                 MS. KATZ:  Your Honor, she's getting into



         12   the details of each case and laying out the foundation



         13   of each case and minutia that have nothing to do with



         14   whether the rates that the board determined and approved



         15   were reasonable or not, which is the substance of this



         16   proceeding.



         17                 JUDGE SIANO:  Ms. Allen, your line of



         18   questioning is going beyond -- in the details that don't



         19   pertain to the issues at hand.



         20                 MS. ALLEN:  All right.



         21       Q    (BY MS. ALLEN)  Mr. Nelson, you know why the



         22   Company was later named in the Double F lawsuit.  Don't



         23   you?



         24       A    No.



         25       Q    You know why the directors were later named in
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          1   the Double F lawsuit.  Don't you?



          2       A    I have -- no, nobody's ever actually told me.



          3   I have my own --



          4                 (Simultaneous discussion)



          5       A    -- suspicions.



          6       Q    (BY MS. ALLEN)  Isn't it true that it was



          7   because the board had an appraisal that reflected an



          8   unfair transaction and it had a legal analysis that



          9   reflected wrongful conduct and it did not act on them?



         10                 MS. KATZ:  Your Honor, once again, I'm



         11   going to renew my objection as far as relevance, as well



         12   as Mr. Nelson already answered her question that he



         13   wasn't sure.



         14                 JUDGE SIANO:  Sustained.



         15       Q    (BY MS. ALLEN)  Is it true that at the time the



         16   Company and the directors were named as parties in the



         17   Double F lawsuit, the Company's board of directors had



         18   the Bolton appraisal reflecting a gross disparity in



         19   value and consideration, and it had its own attorney's



         20   legal analysis of the wrongful conduct before it?



         21                 MS. KATZ:  Your Honor, I'm going to



         22   object.  She's trying to litigate the underlying



         23   matters.  There's other litigation going on at this



         24   time, and I would ask Your Honor to please remind



         25   Ms. Allen that you've sustained the previous objections
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          1   so we don't have to keep doing this over and over again.



          2   I'm happy to, but I'm going to object again for the same



          3   reasons.



          4                 JUDGE SIANO:  Okay.



          5                 Ms. Allen, we're spending a lot of time on



          6   this, and we need to move on.  Okay?  So, I'm sustaining



          7   the objection, and we don't need to go into those



          8   details here.



          9                 MS. ALLEN:  And, Your Honor, once again,



         10   simply procedurally, may we reserve time with Mr. Nelson



         11   at the conclusion so that I can make my offer of proof?



         12                 JUDGE SIANO:  If there's time.  My



         13   understanding is that he has some constraints.  So, if



         14   there's time.  You can -- in my view, we don't need the



         15   witness for the offer of proof.  You can tell me what



         16   you think the evidence would show.



         17                 MS. ALLEN:  Okay.



         18                 JUDGE SIANO:  So, I will allow you to make



         19   an offer of proof.



         20       Q    (BY MS. ALLEN)  The board did not pursue



         21   Ms. Martin or her Company or Mr. Hinton after the demand



         22   letters were made.  Is that correct?



         23                 MS. KATZ:  Your Honor, I'm going to object



         24   again.  This is regarding details of litigation that



         25   aren't within the scope of the issues listed in the
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          1   preliminary order.



          2                 JUDGE SIANO:  So, yeah, Ms. Allen, please



          3   move on.



          4                 MS. ALLEN:  So, that's a sustained?



          5                 JUDGE SIANO:  Sustained.



          6                 MS. ALLEN:  Okay.



          7       Q    (BY MS. ALLEN)  In May of 2019 there was a



          8   petition and intervention filed in the Double F lawsuit.



          9   Right?



         10                 JUDGE SIANO:  Ms. Allen, unless you can



         11   tell me otherwise, this continues to delve into details



         12   of these lawsuits in a way that I believe exceeds the



         13   scope of what this hearing is about.



         14                 MS. ALLEN:  I understand that, and with



         15   respect, there's simply nothing that I can do about



         16   that.  But somebody, someone at some level is going to



         17   want to understand whether the board of directors made



         18   good decisions or bad decisions in approving these legal



         19   fees.  What I am talking about now has nothing to do



         20   with the merits of either of these cases.  It simply has



         21   to do with the decisions that the board of directors



         22   made when it spent Company money on these lawsuits.



         23                 Now, I can't know what the panel or the



         24   Commission would find important.  So, all I can try to



         25   do is develop the best record that I can about what the
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          1   board knew when it did that, when it made those



          2   decisions.  So, I'm not trying to tax the panel's



          3   patience, but my effort here is to make sure there is



          4   adequate information from which to assess whether these



          5   expenditures were prudent and reasonable.



          6       Q    (BY MS. ALLEN)  Mr. Nelson, the intervention



          7   that we just talked about made clear that it sought no



          8   monetary relief against the Company whatsoever.  Isn't



          9   that true?



         10       A    I don't know.



         11       Q    Wouldn't that be important to know?



         12       A    I don't know.



         13       Q    In determining -- let me back up and ask you



         14   this --



         15                 JUDGE SIANO:  Ms. Allen --



         16       Q    (BY MS. ALLEN)  -- with regard --



         17                 JUDGE SIANO:  -- Ms. Allen, I'm going to



         18   cut you off.  If you want to take this up on your offer



         19   of proof, then you can, but I'm asking you to move on.



         20   This --



         21                 MS. ALLEN:  Is there anything that the



         22   panel would be interested in knowing in order to make



         23   the determination about whether or not the decision to



         24   incur these legal fees was prudent and reasonable?



         25                 JUDGE SIANO:  It's a matter of burden of
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          1   proof.  If we agree that the Company has met its burden



          2   of proof, then we side with them.  If they haven't, then



          3   we don't.



          4                 MS. KATZ:  Well, I guess I'm -- you're



          5   asking me to move along, and I want to accommodate that



          6   request.  But I'm asking for a bit of guidance from the



          7   panel about what information would be helpful to you



          8   when you're later trying to assess whether the legal



          9   expenses that were paid were prudent and reasonable.  I,



         10   apparently, am on the wrong track, and I respect that.



         11                 JUDGE SIANO:  So --



         12                 MS. ALLEN:  I want to get on the right



         13   track.



         14                 JUDGE SIANO:  -- if we get past the



         15   threshold issue, then we move on to whether the rates



         16   are just and reasonable.  And if -- and, certainly,



         17   you're free to argue that these legal expenses were not



         18   reasonable, and we may agree with you.  That's -- but



         19   the level of detail that you're getting into, I believe,



         20   exceeds the scope of what we need to make that



         21   determination --



         22                 MS. ALLEN:  Okay.



         23                 JUDGE SIANO:  -- of second guessing the



         24   board's determination in very minute ways.  The



         25   Commission may disagree with that, but you're welcome to
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          1   make your offer of proof at the appropriate time.



          2       Q    (BY MS. ALLEN)  Mr. Nelson, let me do it this



          3   way, and we'll move right along.  Okay?  I am going to



          4   share my screen, I think, with you to show you the



          5   petition in the Double F case.



          6                 MS. KATZ:  Your Honor, before she



          7   continues, this is exactly what you ruled upon over the



          8   past eight or nine minutes.  So, I will save Ms. Allen



          9   the breath and object right now to relevance.



         10                 MS. ALLEN:  Before she does that, may I



         11   have the courtesy of being allowed to mark this as



         12   Ratepayers Exhibit 19 and offering it into evidence?



         13   And then let's have all the objections we want.



         14                 JUDGE SIANO:  Well, you can -- was this --



         15   is this an extract from an already-filed exhibit?



         16                 MS. ALLEN:  I can't remember because I had



         17   it just in case he could not remember the date, but I



         18   don't know.  Here it is.  I'm marking it as 19, and I am



         19   offering it for whatever it says.  And I'll move along.



         20   I'm done.



         21                 JUDGE SIANO:  Objections?



         22                 MS. KATZ:  Your Honor, I'm going to object



         23   to relevance, hearsay, and I don't -- if it's what -- I



         24   don't know if this was previously provided to us.  But



         25   relevance and hearsay to start.
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          1                 JUDGE SIANO:  Sustained.



          2       Q    (BY MS. ALLEN)  Okay.  Now, I am going to show



          3   you -- I hope.  Let me see if I've done that



          4   successfully.  Probably not.  There we go -- the



          5   petition and intervention that joined the Company into



          6   the Double F lawsuit.  Do you see it?



          7                 MS. KATZ:  Your Honor, I believe -- did



          8   you sustain my objection --



          9                 JUDGE SIANO:  I did.



         10                 MS. KATZ:  -- of this -- I apologize.



         11   This is a different exhibit.



         12                 I'm sorry, Ms. Allen.  I apologize.



         13                 MS. ALLEN:  I'm just going to mark these,



         14   and I'm going to offer them.  And I'm looking for a



         15   ruling, and I'll move right along.



         16       Q    (BY MS. ALLEN)  Mr. Nelson, do you recognize



         17   the document that I'm showing you and that I have marked



         18   as Exhibit 20 as the original petition and intervention



         19   in the Double F lawsuit which made the Company and the



         20   directors parties?



         21                 MS. KATZ:  Your Honor, I'm going to object



         22   to this line of questioning as to relevance and hearsay.



         23                 JUDGE SIANO:  Ms. Allen, are you trying to



         24   authenticate this document?  What's --



         25                 MS. ALLEN:  Your Honor, this is the
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          1   petition that they spent all the legal fees about.



          2   Somebody might want to know what it said, and I'd just



          3   like to have it available.  That's all.  I expect it's



          4   going to be excluded.  I'm not trying to tax your



          5   patience.  I simply would like to have a record that we



          6   tried to make that available.



          7                 JUDGE SIANO:  All right.  I'll sustain the



          8   objection.



          9                 MS. ALLEN:  Okay.



         10       Q    (BY MS. ALLEN)  The TOMA lawsuit, final



         11   judgment in the TOMA lawsuit -- oh, let me back up,



         12   Mr. Nelson, just for a second and ask you this:  Is it



         13   true the Company requested -- after this petition and



         14   intervention got filed, the Company requested that its



         15   insurance carrier foot the bill for the defense of this



         16   lawsuit?



         17       A    Yes, we submitted a claim.



         18       Q    The insurance carrier told you it was not



         19   covered.  Correct?



         20       A    Yes, and that's in -- that's in discussion



         21   right now.



         22       Q    You can tell me all about that if you want to,



         23   but I'm really not asking you.  I'm afraid I'm already



         24   far afield, and that's further afield that even I want



         25   to go.  Now, can you -- let's see.  Can you confirm for
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          1   me that the document I'm -- I hope now -- I'm probably



          2   not showing you.  Let me try that again.   I'm going to



          3   show you what I'm marking as Exhibit 21, which is the



          4   order in the TOMA case that determined that, although



          5   there was a violation, relief was not available.  Do you



          6   recognize it?



          7                 MS. KATZ:  Your Honor, I'm going to object



          8   to relevance, to hearsay, and to untimely --



          9   untimeliness of presenting this exhibit.



         10                 JUDGE SIANO:  Sustained.



         11       Q    (BY MS. ALLEN)  Mr. Nelson, did the board



         12   authorize the payment of legal expenses in the TOMA



         13   Integrity case for discovery after the time that this



         14   order was entered July 23rd of 2018?



         15       A    For discovery?  I'm not understanding the



         16   question.



         17       Q    How about -- let me just back up and say, did



         18   the board authorize its lawyers to perform legal work on



         19   the TOMA Integrity lawsuit after July 23rd, 2018.



         20       A    Yes.



         21       Q    What work was that?



         22       A    I don't recall all that was going on.  There



         23   were appeals, several appeals.



         24       Q    Aside from work on appeals, was there any work



         25   that needed to be done in the TOMA Integrity lawsuit
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          1   after July 23rd, 2018?



          2       A    I think in that lawsuit it was the appeals at



          3   that point.



          4       Q    So, there was no other work that needed to be



          5   done in the TOMA Integrity file other than appellate



          6   work.  Is that right?



          7       A    On that lawsuit.



          8       Q    Okay.  So, moving on.  Let me show you -- hang



          9   on a minute.  Oops.  I've got to get to the top of that



         10   thing.  I'm going to mark as Ratepayers Exhibit 22 the



         11   amended petition in the Double F case which, by then,



         12   had changed style.  Do you remember that happening?



         13       A    At what time?



         14       Q    Hang on because I want to be clear.  Okay.  Am



         15   I -- I should be, hopefully, showing you an amended



         16   pleading in a case that's 48292.  That's the Double F



         17   number.  Right?



         18       A    Can you scroll up to the date?



         19       Q    Yes.



         20       A    Okay.  November 2019, yes.



         21       Q    Okay.  And all I want to be sure that we're



         22   clear about is, even though this says, Rene Ffrench,



         23   John Richard Dial, and Stuart Bruce Sorgen, this is the



         24   cause number for what we're calling the Double F



         25   lawsuit.  Correct?
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          1       A    Yeah, 48292.



          2       Q    And this was the amended petition that was



          3   filed in that case, correct, on November 5th of 2019?



          4   Is that right?



          5       A    I assume so.



          6       Q    Okay.  I have marked that as Exhibit 22 and



          7   offer it into evidence.



          8                 MS. KATZ:  Okay.  Your Honor, may I?



          9                 JUDGE SIANO:  Please.



         10                 MS. KATZ:  I'm going to object to this for



         11   several reasons:  Once again, relevance; two, hearsay;



         12   three, improper predicate; four, SOAH Order No. 14



         13   specifically states -- and this goes for all of these



         14   exhibits, and it is the third bullet point -- file a



         15   list of all exhibits it intends to offer at the hearing,



         16   including, for example, on cross-examination.  And then,



         17   the paragraph below, signed by Your Honor -- above your



         18   signature, states:  All exhibits shall, in all caps, be



         19   marked with the offering party's name and the exhibit



         20   number, and it goes on.  And so, with that, untimely



         21   filing, as well.



         22                 MS. ALLEN:  Your Honor, it was never my



         23   expectation that I would need to offer filed pleadings



         24   that had been served on the Company into evidence.  I



         25   never expected that.  I could ask the panel to take

�



                                                                       145









          1   judicial notice of these things.  They are public



          2   record.  They are filed at court houses.  It's easier on



          3   the record to mark them, and if there is an objection,



          4   to have it considered and ruled upon.  So, that's what



          5   I'm doing.



          6                 JUDGE SIANO:  Sustain the objection.



          7       Q    (BY MS. ALLEN)  Let's see here.  Mr. Nelson, I



          8   am now showing you the third amended petition in the



          9   Double F case filed August 24 of 2020.  Do you see it?



         10       A    Yes.



         11       Q    Have you seen it before?



         12                 JUDGE SIANO:  Ms. Allen, how many more of



         13   these do you have?  I assume that the objections will be



         14   the same and the ruling will be the same, and we're



         15   spending a lot of time on this.  I want this hearing to



         16   be productive.



         17                 MS. ALLEN:  Two.  I have two beyond this



         18   one.



         19                 JUDGE SIANO:  And you're trying to



         20   preserve error?



         21                 MS. ALLEN:  Well, I suppose.  I suppose,



         22   yes.



         23                 JUDGE SIANO:  Okay.  Let's do those two.



         24   If we can see them briefly, assuming that they were not



         25   previously filed as ordered and not marked, then we can

�



                                                                       146









          1   address those together and move on.



          2                 MS. ALLEN:  Okay.



          3                 JUDGE SIANO:  Can we see those?



          4                 MS. ALLEN:  So -- of course.  If you'll



          5   give me just a second, Your Honor.  I want to be sure



          6   that I have marked this third amended as Exhibit 23



          7   because I want to keep up with this so I can get to the



          8   court reporter what I need to.  And then just give me a



          9   moment.



         10                 (Brief pause)



         11                 MS. ALLEN:  I was truly not expecting to



         12   have to offer these into evidence.  So, it's going to



         13   take me just a moment.



         14                 (Brief pause)



         15                 MS. ALLEN:  By way of preview, though, I



         16   can tell you that one of them is the cover letter that



         17   goes along with the board's forensic appraisal.  Ah,



         18   there we go, and I will mark that for the record as



         19   Exhibit 24.



         20                 JUDGE SIANO:  Is that in your prefiled



         21   exhibits?



         22                 MS. ALLEN:  It is.



         23                 JUDGE SIANO:  Which number?



         24                 MS. ALLEN:  It is -- hang on one second.



         25   Let me scroll and -- nope.  That's not the one.  I will
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          1   find the copy that is in Ratepayers Exhibit 1 -- if you



          2   can help me with that --



          3                 (Discussion off the record)



          4                 MS. ALLEN:  Okay.  Hold on one second, and



          5   I will substitute for what I have just marked.  I will



          6   substitute the document that comes out of Ratepayers



          7   Exhibit 1.



          8                 JUDGE SIANO:  So, it looks like Page 48 of



          9   Exhibit 1.



         10                 MS. ALLEN:  Okay.  Your Honor, if you've



         11   been able to find it in Ratepayers 1, I will give you my



         12   word that it will be those pages, or we can wait for me



         13   to find it, Your Honor.



         14                 JUDGE SIANO:  I see it.  I'm looking at it



         15   now.  So, it was previously filed, and as we did with



         16   Exhibit 18, I'll hear the objections.  But we -- it was



         17   properly filed.  So, you want to offer this as an



         18   exhibit.



         19                 Are there any objections to --



         20                 MS. ALLEN:  And for Ms. Simon's benefit, I



         21   have marked it as 24.



         22                 JUDGE SIANO:  Okay.  Ms. -- and then



         23   you'll provide this to Ms. Simon, as well.



         24                 Okay.  So, Ms. Katz, are you --



         25                 MS. KATZ:  Yes, Your Honor.  I just want
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          1   to -- before I make my objection, I want to make sure



          2   that I'm looking at the correct page or pages.  So, it



          3   would be from the prefiled Exhibit 1 but only Page 48



          4   and that's it, or is it a continuation of pages?



          5                 MS. ALLEN:  It is about four pages, and I



          6   will tell you exactly how many.  Hang on.  Give me a



          7   moment.



          8                 (Brief pause)



          9                 JUDGE SIANO:  It appears to go to Page 53,



         10   Bates.



         11                 MS. ALLEN:  That's right.  You have it.



         12   Absolutely.



         13                 MS. KATZ:  Yes, Your Honor.  Then, I would



         14   object to relevance and hearsay.  As far as hearsay, I



         15   believe this is a report prepared by somebody else, who



         16   is not a witness.  Mr. Bolton -- two Mr. Boltons, and so



         17   that would be hearsay.



         18                 MS. ALLEN:  Your Honor, it is not hearsay



         19   because it is an admission by the Company, and it is not



         20   offered for the truth of the matter asserted.  It is



         21   offered to show the information that was before the



         22   board.  That's why.



         23                 You think I'm -- I don't know what I'm



         24   doing here.



         25                 MS. KATZ:  Your Honor, this was not --
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          1                 (Simultaneous discussion)



          2                 JUDGE SIANO:  I don't --



          3                 MS. KATZ:  -- the Company.



          4                 JUDGE SIANO:  I don't see how it's an



          5   admission.  This is -- on its face, it's by the Bolton



          6   Real Estate Company.



          7                 MS. ALLEN:  You've heard -- yeah, you've



          8   heard from testimony from two witnesses now that the



          9   board commissioned this appraisal.  It was done for the



         10   board at its direction.  Now --



         11                 JUDGE SIANO:  Okay.  Well, I'll let you --



         12   I'll let you lay the predicate for that.  I have heard



         13   of reference to an appraisal.  I don't know that it was



         14   this one.  So, I'll allow you to develop that.



         15                 MS. ALLEN:  Okay.  So, let me try to clean



         16   that up.



         17       Q    (BY MS. ALLEN)  Mr. Nelson, I don't know what



         18   the heck I'm showing you right now, but I'm hoping that



         19   it is the first page of the Bolton appraisal, December



         20   3rd of 2018.  Is that what you see?



         21       A    You need to share your screen.



         22       Q    I need to share my screen.  Thank you so much.



         23   How about that?



         24       A    I see Bolton Real Estate, December 3rd, 2018.



         25       Q    We've talked previously about a forensic
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          1   appraisal by Bolton Real Estate.  Do you remember that?



          2       A    Yes.



          3       Q    This is the forensic appraisal by Bolton Real



          4   Estate.  Isn't it?



          5       A    It --



          6       Q    Let me back up and say, this is the summary



          7   sheet, the first two pages that summarize the



          8   conclusions.  Is that right?



          9       A    It looks like it.



         10                 MS. ALLEN:  Okay.  I'm offering as



         11   Exhibit 24 the summary for the Bolton appraisal.



         12                 JUDGE SIANO:  Okay.  So -- and this is not



         13   being offered for the truth of the matter asserted.



         14                 MS. ALLEN:  This is being offered to show



         15   what was before the board in connection with its



         16   decision-making.



         17                 JUDGE SIANO:  It was available at the time



         18   the board made its decision.



         19                 MS. ALLEN:  Yes, I'm sorry.



         20                 MS. KATZ:  Your Honor --



         21                 JUDGE SIANO:  But what is this probative



         22   of?  I believe that I heard a relevance objection.



         23                 MS. ALLEN:  Sometime or another somebody



         24   is going to wonder why it was the board spent 2- or



         25   $300,000 to try to prevent people from recovering this
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          1   property for the benefit of the Company.  I would like



          2   for that person to be able to know that it was a



          3   valuable asset worthy of pursuit.  So, that is the



          4   purpose for which it's offered.



          5                 JUDGE SIANO:  Okay.  But that would tend



          6   to be for the truth of the matter asserted.



          7                 MS. ALLEN:  It is what the board knew when



          8   it was decision-making.  The board had no other



          9   appraisal when it was decision-making.  This was it.



         10   So...



         11                 (Brief pause)



         12                 JUDGE SIANO:  Ms. Katz.



         13                 MS. KATZ:  Your Honor, I think it is



         14   going to the truth of the matter asserted, and this



         15   hearing is not -- shouldn't be used as a pedestal for a



         16   witch hunt trying to find out different answers to



         17   questions that people may or may not have in the future.



         18   This is a very specific hearing with specific objectives



         19   that Your Honor laid out in the beginning.  I would -- I



         20   would -- Your Honor, if Ms. Allen wanted to elicit



         21   information whether or not the board had received an



         22   appraisal or information on an appraisal, that testimony



         23   has already been read into the record.



         24                 I'm not sure what this additional



         25   testimony concerning the numbers and the meat of the
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          1   appraisal or how they have any relevance or value to



          2   this hearing.  The fact of the matter is, is was there



          3   an appraisal done?  Yes, that's it.  There's no reason



          4   to get into the details here as far as what's in this



          5   report.



          6                 Additionally, this is a report that was



          7   not prepared by Mr. Nelson.  So, it would still be



          8   improper predicate.  He didn't prepare the report.  He



          9   can't testify that this report is accurate, an accurate



         10   representation of what was originally submitted to the



         11   board.  He can't really answer any questions about what



         12   is in this report, specifically because he was not the



         13   person who prepared it.  He can't testify as far as



         14   predicate is concerned, if there are any errors, and if



         15   it -- this is an exact copy of the report as it was



         16   provided to Windermere Oaks because he is not the person



         17   who prepared that.



         18                 JUDGE SIANO:  All right.



         19                 MS. ALLEN:  Your Honor, he most certainly



         20   could tell you that it is a duplicate of the report if



         21   he were allowed to.  I've been cut off from asking him



         22   questions, and I'm being content with that.



         23                 JUDGE SIANO:  Well, it sounds like -- my



         24   understanding is that he does recognize it.  However,



         25   I'm going to sustain the objection on hearsay and
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          1   relevance, unless you can establish that the board



          2   relied on this report in making its rate decision.



          3       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true the



          4   board never engaged any other appraisal -- any other



          5   appraiser to prepare any other appraisal report for



          6   purposes of its decision-making?



          7       A    When you say, "engaged," what do you mean?



          8       Q    Hired?  I don't know what else to say.



          9       A    No, the board did not hire another appraiser --



         10       Q    Okay.



         11       A    -- at the time.  There was one done many years



         12   before.



         13       Q    By Dana Martin?



         14       A    By the --



         15       Q    By Dana Martin's appraiser.  Is that the one



         16   you're talking about?



         17       A    The board, yeah.



         18       Q    Okay.  But the board didn't hire Dana Martin's



         19   appraisers.  Right?



         20       A    I -- my understanding was that was a board --



         21       Q    The board hired Dana Martin's appraiser?



         22       A    I don't know what you mean by Dana Martin's



         23   appraiser.



         24                 JUDGE SIANO:  All right.  So, let's



         25   just -- I want to be efficient here.  So, I think the
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          1   question was:  Is -- was there any other appraisal done?



          2       Q    (BY MS. ALLEN)  The question was:  Was there



          3   any other appraisal done by an appraiser engaged by the



          4   board of directors?  That's the question.



          5       A    Yes.  So, there was -- to go to the other



          6   question.  There was an appraisal done by Dana Martin



          7   after the demand letter, and so that was also received



          8   by the board.



          9       Q    Dana --



         10                 (Simultaneous discussion)



         11       A    That was not hired by the board.  The board,



         12   along with Ffrench, Dial, and Sorgen, hired Bolton.



         13       Q    (BY MS. ALLEN)  Dana Martin was an opponent in



         14   litigation.  Correct?



         15       A    Dana Martin, Friendship Homes, was served a



         16   demand letter.



         17       Q    They were an opponent in litigation.  Correct?



         18       A    I'm sorry.  I'm not a lawyer.  So, I don't



         19   understand all the legal terms.  So, the demand letter



         20   was sent to them.



         21       Q    Okay.  And the board never engaged the



         22   appraiser for Dana Martin.  Correct?



         23       A    The board did not hire that appraiser or talk



         24   to them.



         25       Q    Okay.  Now, let me share my screen to show you
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          1   what I have marked as Exhibit 25.  Hopefully, that is



          2   the letter that Mr. de la Fuente prepared at the board's



          3   direction and sent it to Ms. Martin's attorney.  Right?



          4       A    Can you make it a little smaller?  I just --



          5       Q    I can do that.  Yes, I can.  Let me -- if I



          6   make it too small, you let me know.



          7       A    That's good.



          8       Q    How's that?  If you want me to scroll down, I



          9   will scroll down.



         10       A    Yeah.  So, I believe that's the demand letter.



         11       Q    Okay.  And I don't want to belabor the point,



         12   but I believe that earlier you testified that you



         13   participated in this effort and you authorized the



         14   sending of this letter.  Correct?



         15       A    The board voted on it and approved it --



         16       Q    Okay.



         17       A    -- that I recall.



         18                 MS. ALLEN:  So, that's No. 25, and I'm



         19   offering it.



         20                 MS. KATZ:  Your Honor, I'll object at this



         21   time to both hearsay and relevance.  Hearsay,



         22   specifically, Mr. Nelson is not the person who prepared



         23   this.  It's an outside statement, a previously written



         24   statement being offered for the truth of the matter



         25   asserted.  If it weren't being offered for the truth of
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          1   the matter asserted, then Mr. Nelson's testimony,



          2   general testimony, regarding a letter would be



          3   sufficient.



          4                 JUDGE SIANO:  Ms. Allen, what do you --



          5                 (Simultaneous discussion)



          6                 JUDGE SIANO:  -- was this previously



          7   filed?  If so, you're going to need to --



          8                 MS. ALLEN:  This was previously filed.



          9   You'll see the Bates -- am I still sharing my screen to



         10   show you the Bates number --



         11                 JUDGE SIANO:  Yes.



         12                 MS. ALLEN:  -- and exhibit number?  And,



         13   Your Honor --



         14                 JUDGE SIANO:  Okay.  I'm looking at it.



         15                 MS. ALLEN:  -- this was a communication



         16   that was made at the board's direction and with the



         17   board's authority and on behalf of the Company.  It is



         18   not hearsay, and this witness has authenticated it.



         19                 JUDGE SIANO:  And what is this being



         20   offered for?



         21                 MS. ALLEN:  It is being offered to show



         22   the information that the board had before it when it was



         23   making decisions about whether to incur the legal



         24   expenses that are the basis for these new rates and



         25   whether it ought to raise the rates on that basis.
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          1                 JUDGE SIANO:  Ms. Katz, this looks --



          2                 MS. KATZ:  Your Honor -- I'm sorry.  Go



          3   ahead.



          4                 JUDGE SIANO:  So, this looks like it gets



          5   into the land transaction --



          6                 MS. KATZ:  Yes.



          7                 JUDGE SIANO:  -- details.



          8                 MS. KATZ:  Details of the litigation,



          9   correct, and drafted by an attorney at our firm, who is



         10   not a witness here to testify that this is, in fact,



         11   what he wrote and so on and prove it up that way.



         12   Mr. Nelson is not the witness who, one, can get this



         13   into the record and, two, it's still irrelevant.



         14                 JUDGE SIANO:  I'll sustain the objection.



         15                 MS. KATZ:  Thank you.



         16       Q    (BY MS. ALLEN)  Mr. Nelson --



         17                 MS. ALLEN:  I'm sorry.  Are y'all done?



         18       Q    (BY MS. ALLEN)  Mr. Nelson, the letter begins:



         19   I am writing to you on behalf of my client, the



         20   Windermere Oaks Water Supply Corporation.  Do you see



         21   that?



         22                 MS. KATZ:  Objection, Your Honor.  You



         23   sustained leaving this -- the offering of this letter



         24   into evidence, and this line of questioning is directly



         25   related to the substance of the letter.
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          1                 JUDGE SIANO:  Ms. Allen, what are you



          2   trying to establish with this?



          3                 MS. ALLEN:  How about this?



          4       Q    (BY MS. ALLEN)  Mr. Nelson, is it true that



          5   Mr. de la Fuente was writing to Ms. Martin and



          6   Ms. Mitchell on behalf of his client, the Windermere



          7   Oaks Water Supply Corporation?



          8       A    Yes, Mr. de la Fuente represents the Windermere



          9   Oaks Water Supply Corporation.



         10       Q    He was the Company's lawyer at the time this



         11   letter was written.  Right?



         12       A    Yes, he was one of --



         13                 (Simultaneous discussion)



         14       Q    (BY MS. ALLEN)  He wrote it on behalf of the



         15   Company.  Correct?



         16       A    Yes.



         17       Q    He wrote it at the direction of the board of



         18   the directors.  Right?



         19       A    Yes.



         20       Q    And the board of directors authorized it to be



         21   sent.  Correct?



         22       A    Yes.



         23                 MS. ALLEN:  Your Honor, with that



         24   predicate, I reoffer Exhibit 25.



         25                 MS. KATZ:  And, Your Honor, I would still
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          1   object as far as relevance with the specifics of the



          2   details within this letter.



          3                 JUDGE SIANO:  Ms. Allen, you're going to



          4   need to tell me how you think this is relevant to



          5   whether the rates are just and reasonable.



          6                 MS. ALLEN:  Your Honor, it is directly



          7   relevant to whether the expenses upon which these rates



          8   are based are prudent and reasonable expenses to be



          9   included for purposes of ratemaking.  It is directly



         10   relevant to that question.  That is the first -- as I



         11   understand it, the first question to be asked when one



         12   is trying to analyze whether the rates that were derived



         13   with these expenses are just and reasonable.  So, I'm



         14   trying to look at the cost information that we know was



         15   used and enable the trier of fact to ascertain whether



         16   the legal fees that were generated by this Company to



         17   oppose the recovery of the property were prudent and



         18   reasonable.



         19                 I don't care who was right.  I just want



         20   to ask and be able for somebody to ascertain that they



         21   were not reasonable and not prudent, and I don't know



         22   any other way to do that but to provide the record of



         23   what happened.



         24                 JUDGE SIANO:  So, is this to prove up the



         25   value of the land or the appraised value or the purchase
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          1   price?



          2                 MS. ALLEN:  Your Honor, I don't -- I mean,



          3   again, I'm not trying to belabor the point, but for



          4   illustration, my argument will be that no reasonable



          5   board of directors whose own appraiser said, your land



          6   was transferred for $500,000 less than it was worth and



          7   whose own lawyer wrote this letter, that board of



          8   directors would not be opposing the recovery of the



          9   property.  That is not reasonable.  That not prudent,



         10   and spending the ratepayers' money to keep them from



         11   recovering their property is not reasonable and --



         12                 (Simultaneous discussion)



         13                 MS. KATZ:  Your Honor, Ms. Allen is -- I'm



         14   sorry.  Go ahead.



         15                 JUDGE SIANO:  I'm just taking argument.  I



         16   won't consider it for evidence.



         17                 Thank you, Ms. Allen.  That's helpful, and



         18   with that, I sustain the objection.



         19                 MS. ALLEN:  Okay.



         20       Q    (BY MS. ALLEN)  Mr. Nelson, so let me ask you,



         21   after the amended petitions were filed in the Double F



         22   case, the Company, again, asked its insurance carrier to



         23   pay the director's litigation costs.  Right?



         24       A    In an ongoing discussion, yes.



         25       Q    And the Company again, said, no.  Right?
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          1       A    Yes.



          2       Q    This time the demand was -- on the insurer was



          3   made for the 2019 board, as well.  Right?



          4       A    It included all the directors added.



          5       Q    It included the directors who were involved in



          6   the 2016 land transaction, and it included the directors



          7   who in October of 2019 had authorized additional land to



          8   be transferred.  Correct?



          9       A    For those that were still included in the



         10   suits.  Some were de-suited, as I recall.



         11       Q    Later, yes.  But, initially, those amended



         12   pleadings included not just the directors who were



         13   involved in the 2016 land deal, but it also included the



         14   directors who, in October of 2019, had approved the



         15   giving of additional property.  Correct?



         16       A    I am sorry.  I don't know what you mean by



         17   giving of additional property.



         18       Q    Well, okay.  I just want to be sure that if



         19   anybody wants to know it, they will understand why it



         20   was that the 2019 board was made party to the lawsuit.



         21   Okay?  So, help me with the chronology.  Isn't it true



         22   that following the filing of that petition and



         23   intervention that we saw, the Company and Dana Martin



         24   engaged in negotiations about their disputes?



         25                 MS. KATZ:  Your Honor, I'm going to object
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          1   to relevance.  This is, again, getting into the details



          2   of outside litigation, and this is -- this proceeding



          3   is -- we're here for a limited purpose in this



          4   proceeding.  We're belaboring the same details of



          5   previous litigation, pending litigation, and this isn't



          6   the forum to do so.



          7                 MS. ALLEN:  Your Honor, maybe the PUC



          8   Staff is way off base, too, but they seem to think that



          9   it's somewhat important that the board didn't make



         10   efforts to, for example, settle with the plaintiffs or



         11   more efficiently handle their litigation.  They seem to



         12   think those things are important.  I'm trying to develop



         13   the record on the handling of the lawsuit, not on who's



         14   right or wrong -- it's not for here -- but on the



         15   handling of the lawsuit.



         16                 JUDGE SIANO:  I'll sustain the objection.



         17                 Ms. Allen, please, again, these are



         18   details that -- they may seem very important to you.



         19   They -- we're just here --



         20                 (Simultaneous discussion)



         21                 MS. ALLEN:  Okay.  I got it.  I got it.  I



         22   got it.  I will make my record, and that's -- I'll move



         23   right along.



         24       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



         25   in October of 2019 the Company made a deal with
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          1   Ms. Martin?



          2                 MS. KATZ:  Objection, Your Honor.



          3   Relevance.



          4                 JUDGE SIANO:  Sustained.



          5       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



          6   in October of 2019 the Company made a deal with



          7   Ms. Martin as a result of a mediation in the lawsuit?



          8                 MS. KATZ:  Objection, Your Honor.



          9   Relevance.



         10                 JUDGE SIANO:  Sustained.



         11       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



         12   the Company did not invite the plaintiffs to the



         13   mediation?



         14                 MS. KATZ:  Objection, Your Honor.



         15   Relevance.



         16                 JUDGE SIANO:  Sustained.



         17       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



         18   all of the legal fees that were expended between May of



         19   2019 and the end of 2019 that were expended by the



         20   Company on these lawsuits were expended for the purpose



         21   of making the deal with Ms. Martin?



         22       A    That's not what I recall.



         23       Q    There were no depositions during that time.



         24   Correct?



         25       A    I believe depositions started in November.
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          1       Q    So, beginning in May of 2019 and up through



          2   October, all of the money the Company spent on these



          3   lawsuits was spent making a deal with Ms. Martin.  Isn't



          4   that true?



          5       A    I believe that Water Supply Corporation was



          6   included in 48292 I think in May --



          7                 (Simultaneous discussion)



          8       Q    (BY MS. ALLEN)  That's why I started in May,



          9   yes, sir.



         10       A    -- and so that's why I would think, then, that



         11   our lawyers would have been involved there in 48292 in



         12   some way, fashion, or form.



         13       Q    And that's why I'm asking you, isn't it true



         14   that in that lawsuit there were no depositions during



         15   the May through October timeframe?  Isn't that true?



         16       A    I don't know.



         17       Q    There were no motions, practices, no hearings.



         18   Right?



         19       A    I don't know.



         20       Q    Your lawyers were busy during that time making



         21   a deal with Ms. Martin.  Isn't that right?



         22                 MS. KATZ:  Objection, Your Honor.



         23   Speculation.



         24                 JUDGE SIANO:  Sustained.



         25                 Next question.

�



                                                                       165









          1       Q    (BY MS. ALLEN)  Isn't it true that in



          2   connection with the deal that was made with Ms. Martin



          3   from the mediation the Company executed and delivered a



          4   correction deed that conveyed additional property?



          5                 MS. KATZ:  Objection, Your Honor.



          6   Relevance.



          7                 JUDGE SIANO:  Sustained.



          8       Q    (BY MS. ALLEN)  Is that true?



          9                 MS. KATZ:  Your Honor, objection.



         10                 MS. ALLEN:  I'm sorry.



         11       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



         12   when the petition was amended, it named as parties the



         13   directors who had approved that correction deed and



         14   delivery of additional land?



         15       A    I don't recall there being any additional land.



         16   So, I don't know what you're talking about.



         17       Q    You don't recall the correction deed?



         18       A    I recall the deed being corrected as part of an



         19   agreement.



         20       Q    And it included a tract of land that had never



         21   been included in any deed the Company had ever given.



         22   Right?



         23                 MS. KATZ:  Objection, Your Honor.



         24   Relevance.



         25                 JUDGE SIANO:  Sustained.
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          1                 Ms. Allen.



          2                 MS. ALLEN:  I wouldn't have belabored that



          3   point.  I can't imagine that he's not going to answer



          4   that question, but I wouldn't have belabored that.



          5       Q    (BY MS. ALLEN)  All right.  Can you at least



          6   confirm that the amended petition that was filed after



          7   the deal with Ms. Martin and that named additional



          8   directors named those directors who had approved the



          9   deal with Martin?



         10                 MS. KATZ:  Objection, Your Honor, to



         11   relevance.



         12                 JUDGE SIANO:  Sustained.



         13                 Ms. Allen, I feel like I'm repeating



         14   myself, but you're getting into details that are beyond



         15   the scope of this proceeding.  So...



         16       Q    (BY MS. ALLEN)  Mr. Nelson, when is the first



         17   time that the Company ever made any effort to mediate



         18   with the plaintiffs in the Double F lawsuit?



         19                 MS. KATZ:  Objection to relevance.



         20                 JUDGE SIANO:  Sustained.



         21       Q    (BY MS. ALLEN)  Can you identify any steps that



         22   the board ever took in an effort to control its legal



         23   spending for these two lawsuits?



         24       A    Yes, we have discussed with our legal firms on



         25   how to be most efficient in these matters.
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          1       Q    Can you identify even one step that the board



          2   implemented in an effort to control the legal spending



          3   for these lawsuits?



          4       A    One, off the top of my head, that I recall



          5   asking our legal teams because we had the director



          6   being -- directors being represented by Enoch Kever Law



          7   Firm and the Water Supply Corporation being represented



          8   by Lloyd Gosselink Law Firm, and so we asked them to



          9   coordinate efforts to minimize -- to be most efficient



         10   so they could use each other's arguments and not have to



         11   spend the resources both in parallel and basically



         12   double-charge us.



         13       Q    Okay.  To your point, is it accurate that the



         14   Enoch Kever Firm, whose legal fees we've seen in this



         15   rate, their job was nothing but to handle this



         16   litigation for the directors?  Is that true?



         17       A    Enoch Kever represents the directors, yeah.



         18       Q    Okay.  The directors had been sued to collect



         19   personal liability for money damages.  Right?



         20       A    Yes.



         21       Q    The Company had never been sued to collect any



         22   damages.  Right?



         23       A    I don't know.



         24       Q    Can you identify even one single time the



         25   Company was ever sued in these lawsuits for damages?
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          1       A    I may be conflating things.



          2       Q    If you can identify even one single time, I'm



          3   happy to hear it.



          4       A    Ask your question again.



          5       Q    Can you identify even one single pleading that



          6   seeks money damages against the Company in either one of



          7   these lawsuits?



          8       A    Now, you're asking for the Corporation to pay



          9   damages?



         10       Q    Mr. Nelson, I'm asking you if there was ever a



         11   pleading filed in either one of these lawsuits in which



         12   the plaintiff sought to recover any kind of damages or



         13   other expense from the Company.



         14       A    I may be getting things confused between



         15   pleadings and motions and mediations and things.  So,



         16   I'm going to say, I don't recall.



         17       Q    You do recall, however, that the individual



         18   directors were sued for money damages for all of the



         19   value of the property if it could not be recovered.  You



         20   know that.  Don't you?



         21       A    I don't recall all the specifics of the suit



         22   and what was being requested.



         23       Q    You are one of those defendants.  Aren't you?



         24       A    I was.



         25       Q    You're still in the lawsuit.  Aren't you?
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          1       A    There was a ruling.



          2       Q    Are you still a party in the lawsuit, or are



          3   you not?



          4       A    Well, the judge ruled take no decision in my --



          5   in director's favor.



          6       Q    Okay.  In November --



          7       A    You know more about proceedings than I do --



          8   oh, sorry.



          9       Q    No, I just thought you might know because it



         10   affected you directly.  In November 2019 the directors



         11   who were named as parties to the lawsuit were sued for



         12   money damages to recover the entire value that the



         13   Company lost if it could not restore the property.



         14   Right?



         15       A    I'll take your word for it.



         16       Q    Well, okay.  When you were sued, what did you



         17   understand you were sued for?



         18       A    I believe that I was sued because I was on the



         19   board of directors that approved the mediation results



         20   with Friendship Homes.



         21       Q    Mr. Nelson, I'm --



         22                 (Simultaneous discussion)



         23                 JUDGE SIANO:  One at a time.  One at a



         24   time.



         25                 MS. ALLEN:  Go ahead.  Go ahead.  That's
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          1   not what I'm asking, but go ahead.



          2       A    Yeah, so that approval improved the deal for



          3   the Water Supply Corporation.  We got -- were to get



          4   $20,000 additional --



          5                 (Simultaneous discussion)



          6                 MS. ALLEN:  Your Honor, he can talk all he



          7   wants about the substance in the merits --



          8                 JUDGE SIANO:  Mr. Nelson, you're going



          9   beyond the question.  So, please limit --



         10                 THE WITNESS:  Sorry.



         11                 JUDGE SIANO:  -- your answer to the



         12   question asked.  Okay?



         13                 All right.  Ms. Allen, go ahead.



         14       Q    (BY MS. ALLEN)  Mr. Nelson, I'm really not



         15   trying to intrude on the substance or the matter --



         16   merits or who was right or who was wrong, but what --



         17   did you not have an understanding -- when you were sued,



         18   along with the other directors who approved that deal in



         19   November 2019, did you not have an understanding that



         20   you were being sued for personal liability for money



         21   damages?



         22       A    Yes.



         23       Q    Okay.  And the idea was that if we could -- if



         24   the plaintiffs were unable to recover the property for



         25   the benefit of the Company, then whatever loss that was
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          1   occasioned, the plaintiffs wanted to recover from the



          2   directors.  You got that.  Right?



          3       A    That part is not clear to me.



          4       Q    Okay.  When the board made the decision to



          5   incur legal costs in connection with the TOMA Integrity



          6   lawsuit, it engaged a lawyer named Les Romo.  Do you



          7   remember that?



          8       A    Les was the general counsel when I joined the



          9   board.



         10       Q    Okay.  In reviewing the invoices from Mr. Romo,



         11   I noticed they had handwriting on them and cross-outs



         12   and things like that.  Have you ever seen those



         13   invoices?



         14       A    I don't think so.  I'm not recalling them.



         15       Q    Who was reviewing --



         16                 (Simultaneous discussion)



         17       A    That was in 2018.



         18       Q    (BY MS. ALLEN)  Right.



         19       A    Yeah.



         20       Q    Who reviewed Mr. Romo's invoices, if you know?



         21       A    The -- I believe it was our president at the



         22   time.



         23       Q    And that was who?



         24       A    The board -- the board president at the time,



         25   David Bertino, and possibly our vice president at the
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          1   time.



          2       Q    And that was who?



          3       A    Oh, good question.  I'm drawing a blank.  I can



          4   see his face.



          5       Q    Does Dorothy Taylor ring a bell?



          6       A    No, it wasn't Dorothy.



          7       Q    Okay.  Norm Morse, maybe?



          8       A    Yeah, Norm.  Very good.



          9       Q    Okay.



         10       A    Yeah.



         11       Q    All right.  Was there a reason why the board of



         12   directors did not make an effort through its lawyers to



         13   bring everyone who was interested in the court in the



         14   TOMA lawsuit so that it could all be resolved?



         15       A    In the TOMA lawsuit?



         16       Q    That was the first one.  Right?



         17       A    So, that's the one you're asking about?



         18       Q    Yes, sir.



         19       A    Okay.  Our understanding was -- or this is my



         20   understanding, was the TOMA Integrity wanted the Water



         21   Supply Corporation to sue Dana Martin and Friendship



         22   Homes and the title company to get the land back and so



         23   that -- or else they would continue with the lawsuit.



         24   And so our understanding is it would cost at least



         25   $100,000 to sue Friendship and Martin, and I believe
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          1   that's a very low mark considering what we've paid here



          2   in litigation over the last couple of years.



          3   Friendship's defense was going to be provided by the



          4   title company.  There was no guarantee the Water Supply



          5   Corporation would win and get the land back, and



          6   Friendship, Martin, and the title company would



          7   countersue the Water Supply Corporation for damages for



          8   going back on a properly-executed property sale, which



          9   would be well over a million dollars.  And then, the



         10   Water Supply Corporation suing Friendship and Martin



         11   would tank the Water Supply Corporation's reputation as



         12   a seller that tries walking back on property sales



         13   making it potentially difficult to find willing buyers



         14   to purchase the Water Supply Corporation's remaining



         15   airport property.



         16       Q    Okay.  So, the TOMA litigation gets filed in



         17   December 2017 by a plaintiff that seems willing to



         18   invest its own resources to try to recover the Company's



         19   property.  Is that correct?  That's what the lawsuit was



         20   about.  Right?



         21       A    I would -- I would characterize it as the TOMA



         22   Integrity team being upset with Dana Martin and dragging



         23   the Water Supply Corporation into their fight with Dana



         24   Martin, is how I would answer that.



         25                 (Simultaneous discussion)
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          1       Q    (BY MS. ALLEN)  I know that you would, but I'm



          2   just trying to stick to the facts.  Isn't it a fact that



          3   there was a plaintiff named TOMA Integrity that filed a



          4   lawsuit and prosecuted it with its very own resources,



          5   not the Company's resources, in an effort to try to get



          6   the property back for the benefit of the Company and its



          7   ratepayers?



          8       A    I don't know why they did it other than it



          9   was -- they sued the Water Supply Corporation --



         10                 (Simultaneous discussion)



         11       Q    (BY MS. ALLEN)  You know what they sought in



         12   the lawsuit --



         13       A    -- and the Water Supply Corporation -- they



         14   were trying to strongarm the Water Supply Corporation



         15   into suing to get the property back and --



         16       Q    You know what they --



         17                 (Simultaneous discussion)



         18       A    -- work, then they tried that lawsuit to the



         19   Water Supply Corporation --



         20                 JUDGE SIANO:  Mr. Nelson, I'm going to



         21   stop you.



         22                 (Simultaneous discussion)



         23                 JUDGE SIANO:  Mr. Nelson and Ms. Allen, I



         24   do want as clean a record as possible.  It's getting I



         25   think far afield of what's relevant to this proceeding
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          1   and what we're here to decide.  So, please confine your



          2   questioning to the issues that are the subject -- well,



          3   we're getting into a lot of detail here, and it's just



          4   beyond issues that we can resolve.



          5       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true that



          6   every dollar that the board approved to spend in



          7   connection with these two pieces of litigation was for



          8   the purpose of preventing the plaintiff from prevailing?



          9       A    All the money that has been spent in those two



         10   cases was in defense.



         11       Q    For the purpose of preventing the plaintiff



         12   from recovering the relief that it sought.  Correct?



         13       A    In defense of the Corporation.



         14       Q    The Company could easily have joined Martin and



         15   her Company in the TOMA lawsuit.  Isn't that right?



         16                 JUDGE SIANO:  Ms. Allen, I'm going to cut



         17   you off.  Again --



         18                 MS. ALLEN:  Okay.



         19                 JUDGE SIANO:  Okay.  And while we're here,



         20   I know that this witness has a time constraint, and I



         21   want to allow enough time for Staff, if Staff has any



         22   witnesses.



         23                 Ms. Lander, do you -- how much cross do



         24   you anticipate for this witness?



         25                 MS. LANDER:  Staff has also waived
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          1   Mr. Nelson.



          2                 JUDGE SIANO:  Okay.  All right.  So, we



          3   don't have to worry about that.



          4                 Ms. Allen.



          5       Q    (BY MS. ALLEN)  Mr. Nelson, wouldn't you agree



          6   with me that had all the parties been brought before the



          7   court in the TOMA Integrity lawsuit, every single one of



          8   those issues that you just mentioned in your litany of



          9   reasons could have been resolved in one lawsuit, in one



         10   courtroom and finally?



         11                 MS. KATZ:  Your Honor, I'm going to object



         12   to speculation.  Number one, he's not in charge of



         13   making those -- those, excuse me, decisions, and two,



         14   he's not an attorney.



         15                 JUDGE SIANO:  Sustained.



         16       Q    (BY MS. ALLEN)  Mr. Nelson, what effort, if



         17   any -- prior to approving these legal expenditures, what



         18   effort, if any, did the board make to try to determine



         19   whether there was a way to get all of the parties before



         20   the court so that all of the issues could be resolved in



         21   one place finally?



         22       A    We've had ongoing discussions since I've been



         23   on the board on how best to resolve this and move



         24   forward for the Corporation.  So, that's been ongoing.



         25       Q    Well, the Company has never tried to get all of
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          1   the parties in one courtroom.  Has it?



          2                 JUDGE SIANO:  Ms. Allen, I believe this



          3   was addressed through the prior objection.  So, I'm



          4   going to ask you to move on.



          5                 MS. ALLEN:  Okay.



          6       Q    (BY MS. ALLEN)  Mr. Nelson, you know it was



          7   your lawyer, so let me make sure that you agree with



          8   that.  Your lawyer said awhile earlier that if I wanted



          9   to know the exact amount of legal expenses that were



         10   incurred by the Company for 2019 work, all I had to do



         11   was look at the invoices and total them up.  Do you



         12   recall that?



         13       A    When you say -- so, what do you mean by



         14   incurred in 2019?  You mean for the work --



         15                 (Simultaneous discussion)



         16       Q    (BY MS. ALLEN)  I mean, that the Company became



         17   obligated to pay for work that it approved that the



         18   board approved to be done in 2019.



         19       A    So -- okay.  So, you know, the reason I ask is



         20   because --



         21                 MS. ALLEN:  I have no idea.



         22       A    -- for work done in December we don't get



         23   invoiced until January.  So, are you talking about for



         24   all the work that was done in 2019 by legal teams?



         25                 MS. ALLEN:  Madam Court Reporter, could I
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          1   trouble you to read my question back, please, ma'am?



          2                 (Requested portion was read by the



          3   reporter)



          4       A    That would make sense to look at all the



          5   invoices and total them up.



          6       Q    (BY MS. ALLEN)  Okay.  So, I did that.  Let me



          7   ask you this:  What was the Company's net operating



          8   income for February of 2019?



          9       A    I don't recall.



         10       Q    Order of magnitude.  You're the money guy.



         11   Right?



         12       A    I don't -- I don't -- I'd have to look.



         13       Q    What's the Company's average NOI monthly for



         14   2019?



         15       A    For 2019?



         16       Q    Yes, sir.



         17       A    I would have to go look.



         18       Q    I'm sorry?



         19       A    I would have to look.



         20       Q    Where would you look?



         21       A    I would look at the financial reports, the



         22   monthly financial reports.



         23       Q    Have those been provided by the Company for the



         24   Year 2019 in connection with this proceeding?



         25       A    I don't recall.
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          1       Q    Those are the records that one would need in



          2   order to determine whether the legal fees exceeded the



          3   NOI on a monthly basis for 2019.  Right?



          4       A    Well, what we used for the rate case was the



          5   year-end 2019 financials.



          6       Q    I know that, but I'm not really asking you



          7   that.



          8       A    Yes, I'm not understanding your question



          9   because --



         10       Q    Okay.



         11       A    -- the rate was --



         12       Q    Let me try it this way.



         13       A    -- the rates were increased for 2020, not --



         14       Q    (BY MS. ALLEN)  Let me try it this way:  Would



         15   you agree with me the Company did not have $18,957.68 in



         16   net operating income in February of 2019?



         17       A    I don't recall.



         18       Q    Do you really think that it might have?



         19                 MS. KATZ:  Your Honor, I'm going to



         20   object.  He said he didn't know.  This is badgering the



         21   witness.



         22                 JUDGE SIANO:  He can respond.  I'll allow



         23   it.



         24       A    I mean, it's theoretically possible.  If --



         25                 (Simultaneous discussion)
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          1       Q    (BY MS. ALLEN)  The Company's --



          2       A    -- very little, very few or no repairs and no



          3   chemical costs and all we had were just, you know, the



          4   normal people costs, water costs, and we had a good -- a



          5   good month on water revenue, it's possible.



          6       Q    Okay.  But you're the one who has those



          7   records.  Right?



          8       A    I think I still have 2019, I think.



          9       Q    Okay.  And you don't really think that the



         10   Company had net operating income in excess of $18,000 in



         11   February 2019.  Do you?



         12                 MS. KATZ:  Objection, Your Honor.  Asked



         13   and answered.



         14                 JUDGE SIANO:  Sustained.



         15       Q    (BY MS. ALLEN)  The Company's net operating



         16   income for all of 2019 was $41,000.  Right?



         17       A    Honestly, I'd have to look at the report.



         18       Q    Okay.  Look at it.  Just look at anything you



         19   need to.



         20                 JUDGE SIANO:  Mr. Nelson, do you have that



         21   handy, or are you going to have to do some search for



         22   it?



         23                 We've been at this for some time.  I think



         24   it might be a good time for a break.



         25                 THE WITNESS:  Okay.
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          1                 MS. KATZ:  Ratepayers are fine with that.



          2                 JUDGE SIANO:  All right.  Let's take a



          3   10-minute recess.



          4                 (Recess:  2:42 p.m. to 2:55 p.m.)



          5                 JUDGE SIANO:  Okay.  Let's go back on the



          6   record.



          7                 Ms. Allen, go ahead.



          8       Q    (BY MS. ALLEN)  So, Mr. Nelson, you were going



          9   to do some looking over the break so that you could give



         10   us some information.  Were you able to find it?



         11       A    Honestly, I forgot the question.  Can you just



         12   show me where in my testimony what you're talking about?



         13       Q    I would love to, but I would need records that



         14   the Company didn't produce.  I would need monthly



         15   financials.  I would need monthly financials, is what



         16   you told me.



         17       A    Okay.  Well, sorry, then.



         18                 (Discussion off the record)



         19       Q    (BY MS. ALLEN)  Isn't that what I would need,



         20   is monthly financials?



         21       A    I forgot your question.  What was your question



         22   again?



         23       Q    My question was:  Do you have any reason to



         24   think that the Company's net operating income in



         25   February of 2019 exceeded $18,000?
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          1       A    As I told you before, I don't know.



          2       Q    And I heard that.  I asked you to find out.



          3   Were you able to find out?



          4       A    I told you, no.



          5       Q    Okay.



          6       A    I don't know, so -- but if you've got it, you



          7   can show me.  Was it in my testimony?



          8       Q    I would need monthly financials in order to



          9   know that answer.  Would I not?



         10       A    Well, I'm asking you.  Was it in my testimony?



         11   Is that what you're referring to?



         12       Q    No, I would need monthly financials.  Correct?



         13       A    Oh, okay.  Then, yeah, I --



         14                 (Simultaneous discussion)



         15       Q    (BY MS. ALLEN)  The Company apparently is not



         16   prepared today to testify about its monthly --



         17       A    -- any and all monthly financials, that's



         18   correct.



         19       Q    No, no, no.  Monthly financials for the test



         20   year only, for the test year only.  The Company is not



         21   prepared today to testify about monthly financials for



         22   the test year?



         23                 JUDGE SIANO:  Ms. Allen --



         24                 MS. KATZ:  Your Honor, I'm going to --



         25   thank you.
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          1                 (Simultaneous discussion)



          2                 JUDGE SIANO:  Yeah.  Test year is sort of



          3   a term of art in the utility world.  So, if you want to



          4   refer specifically to a calendar year, that might be



          5   more helpful.



          6                 MS. ALLEN:  Will do.



          7       Q    (BY MS. ALLEN)  For the Year 2019, I take it



          8   the Company is not prepared to testify about its monthly



          9   financials for the Year 2019.  Is that right?



         10       A    Can you point me to your questions in my



         11   testimony?  That would be great.



         12       Q    No, sir.



         13                 (Simultaneous discussion)



         14       Q    (BY MS. ALLEN)  I'm asking you questions.



         15                 (Simultaneous discussion)



         16       Q    (BY MS. ALLEN)  I'm asking you questions.  I'm



         17   asking the Company questions about its financial



         18   information for the Year 2019 in an effort to test the



         19   data that was relied upon by the board in raising these



         20   rates.  That's my effort.



         21       A    And that --



         22                 (Simultaneous discussion)



         23       Q    (BY MS. ALLEN)  Is the Company prepared to



         24   testify about its monthly financials for 2019 here



         25   today?
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          1       A    Yes.



          2       Q    What was the Company's net operating income in



          3   February -- for February of 2019?



          4       A    I told you that I don't know.



          5       Q    You don't know.  What was the Company's --



          6                 JUDGE SIANO:  One at a time.  Ms. Allen,



          7   one at a time.  I --



          8                 MS. ALLEN:  I'm sorry.



          9                 JUDGE SIANO:  Just wait for him to answer.



         10   It's super important --



         11                 MS. ALLEN:  Your Honor, there is a little



         12   bit of a delay, and I do apologize.  I'll watch that.



         13                 JUDGE SIANO:  Go ahead.



         14       Q    (BY MS. ALLEN)  So, Mr. Nelson, let's be crisp.



         15   I asked you about monthly net operating income for



         16   February 2019.  I'm going to be quiet until I hear an



         17   answer.



         18       A    I don't know.



         19       Q    What was the Company's net operating income for



         20   March of 2019?



         21       A    I don't know.



         22       Q    What was the Company's net operating income for



         23   April of 2019?



         24       A    I don't know.



         25       Q    What was the Company's net operating income for
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          1   May of 2019?



          2       A    I don't know.



          3       Q    What was the Company's net operating income for



          4   June of 2019?



          5       A    I don't know.



          6       Q    Can the Company tell us whether or not it had



          7   sufficient cash flow to pay legal expenses in the amount



          8   of $15,743.60 in June of 2019?



          9       A    Cash flow?  I don't know.



         10                 (Simultaneous discussion)



         11       Q    (BY MS. ALLEN)  To stay current --



         12       A    -- but in cash.  I do recall in 2019 that we



         13   had paid all legal invoices through most of October.  I



         14   think there might have been one Enoch Kever in October



         15   we didn't pay until 2020, but I believe everything up



         16   until that point was paid in full.  And --



         17                 (Simultaneous discussion)



         18       Q    (BY MS. ALLEN)  Mr. Nelson --



         19       A    -- using cash on hand, as well as from revenues



         20   monthly.



         21       Q    Isn't it true that the Company's legal fees



         22   that it has tried to include in these rates for the



         23   Year 2019 were in excess of $250,000?



         24       A    The rate case, again, the analysis done for the



         25   rate study used the -- 171,000 for legal accounting, and
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          1   I forget the other.



          2       Q    We're talking past one another.  I know that's



          3   the number that was in there.  What I'm asking you is:



          4   Isn't it true the real number of amount of attorney's



          5   fees that the board had obligated the Company to pay for



          6   services in 2019 was over $250,000?



          7       A    The total amount of legal work done in 2019



          8   was -- yeah, was more than 171.  I don't recall how



          9   much.



         10       Q    But all I have to do is add up the invoices.



         11   Right?



         12       A    Correct.



         13       Q    All right.  If, in fact, the incurred legal



         14   fees over and above the 171,000 were 250, that means



         15   there's $250,000 in legal fees that were for work done



         16   in 2019 that the Company didn't pay.  Right?



         17       A    The numbers don't sound right to me.



         18       Q    Well, you help me.  It's your supplemental



         19   testimony.  I thought what you said is there was 171,000



         20   in our model, and there was --



         21                 (Simultaneous discussion)



         22       A    One was a --



         23       Q    (BY MS. ALLEN)  -- $250,000 besides that.  Is



         24   that right?



         25       A    No.
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          1       Q    Okay.  How much of the attorney's fees for



          2   work --



          3       A    This is what you argued to be stricken or



          4   from -- so, what I was going to say earlier was to amend



          5   my testimony --



          6                 (Simultaneous discussion)



          7       Q    (BY MS. ALLEN)  Mr. Nelson, I need to get a



          8   question out.



          9       A    Okay.



         10                 MS. ALLEN:  Your Honor, I need to get a



         11   question out just so the record is clear.



         12                 JUDGE SIANO:  Go ahead.



         13       Q    (BY MS. ALLEN)  Here is my question:  Tell me



         14   the number, the amount, of the legal fees that the



         15   Company -- that the board committed the Company to pay



         16   for work done in 2019 that was not paid for in 2019.



         17       A    121,659 approximately.



         18       Q    Okay.  So, if my math is right -- and it isn't



         19   always -- that's legal fees in the amount of 279 --



         20   280,000?



         21       A    You mean, the 171 plus the 121 --



         22       Q    Yes, sir.



         23       A    -- would be 192?



         24       Q    Okay.  So, that means that the legal fees that



         25   the board approved for the Company to pay in connection
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          1   with these disputes in the year of 2019 was almost



          2   $300,000?



          3       A    That was the total.



          4       Q    Okay.  The Company used in its rate design a



          5   number that was like half of that.  Right?



          6       A    $171,337 legal accounting and total contract.



          7       Q    And the 171,000 wasn't even all legal fees.



          8   Right?



          9       A    Correct.  Mostly, but not all.



         10       Q    It included the contract services that was paid



         11   to Mr. -- is it Gimenez or Gimenez?  How does he say



         12   that?



         13       A    Gimenez.



         14       Q    Gimenez?



         15       A    Gimenez.



         16       Q    Gimenez.  Thank you.  It was the $400 a month



         17   contract fee that was paid to Mr. Gimenez to be the



         18   public information officer.  It included that.  Right?



         19       A    There might have been a little bit of that.



         20       Q    The Company's general ledger would reflect how



         21   much it was.  Right?



         22       A    Yes.



         23       Q    Has the Company produced its general ledger in



         24   this proceeding?



         25       A    I believe the year-end 2019 financials were
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          1   provided.



          2       Q    Yes, sir, but that's not the general ledger.



          3   Right?



          4       A    Then, I don't know if a general ledger was



          5   provided.



          6       Q    Does the Company know today how much of the



          7   170-so-thousand included contract services fees paid to



          8   its board president for public information officer



          9   services?



         10       A    That number could be figured out.



         11       Q    But you don't know right now?



         12       A    Not off the top of my head, no.



         13       Q    Okay.  Does the Company know whether or not it



         14   had sufficient cash flow in May of 2019 to pay $7,479.59



         15   in attorney's fees?



         16       A    As I said earlier, we were up-to-date on all of



         17   our legal payments until the end of 2019.  So, between



         18   cash flow from revenues that month versus what we had in



         19   the bank, we were able to pay all of our expenses until



         20   the end of 2019.



         21       Q    The Company did not receive invoices for



         22   $120,000 in legal services in December of 2019.  Did it?



         23       A    Between November -- so, the November costs were



         24   received in December.  The December costs were received



         25   in January, and then there was an Enoch Kever bill in
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          1   October.  So, all of those were not paid in 2019 but



          2   incurred in 2019.



          3       Q    Isn't it a fact that the Company got behind on



          4   its obligations to the law firm much earlier than



          5   October of 2019?



          6       A    That's incorrect.



          7       Q    Tell me when the Company claims that it first



          8   got behind.



          9       A    It was at the end of 2019 when we saw the legal



         10   bills for work done in October and in November as being



         11   very, very high, and our reserve funds in the bank were



         12   depleted and our cash flow would not keep up.



         13       Q    Tell me the amount of legal fees the Company



         14   contends that it was obligated to pay for work done in



         15   December 2019.



         16       A    I don't recall.  I don't.  I don't recall.



         17       Q    It was not 120,000.  Was it?



         18       A    No, it was a part of that that's included in



         19   that.  So, November, December, and then, like I said, a



         20   part of October.



         21       Q    Tell me the amount of legal fees the board



         22   obligated the Company to pay for work that was done in



         23   November 2019.



         24       A    I don't have that detail in front of me.



         25   It's -- I have the total.  Like I told you, the 121,659
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          1   approximately was all incurred in late 2019.



          2       Q    Tell me the attorney's fees that the board



          3   obligated the Company to pay for for work done in



          4   October 2019.



          5       A    I don't -- I don't know.  It was high.  That



          6   was -- that was a high -- a lot of work done there.



          7       Q    Tell me the attorney's fees that the board



          8   obligated the Company to pay for in September of 2019.



          9       A    I don't -- I don't recall.



         10       Q    Tell me the payments that the Company made for



         11   legal services in December 2019.



         12       A    The payments made in December?



         13       Q    Yes, sir.



         14       A    I don't -- I don't recall, but if you want to



         15   show me, we can look at it.



         16       Q    How about in November?



         17       A    I don't recall.



         18       Q    How many payments -- what amount of payments



         19   were made, if any, in October?



         20       A    I don't recall.  I know for the whole year we



         21   did, you know, the 171,337 in legal accounting and



         22   contract.



         23       Q    Yes, sir.  But wouldn't you agree with me that



         24   it would be a big red flag for a board of directors if



         25   it was unable to be current on its -- on any of its
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          1   expenses in the middle of the year?



          2       A    Oh, yes.  And that's why we did the rate study,



          3   and that's why we talked with our legal firms.



          4       Q    So --



          5                 (Simultaneous discussion)



          6       Q    (BY MS. ALLEN)  So, why was it?  Go ahead.



          7       A    And so that's exactly why we talked with our



          8   legal firms and discussed our understanding of the case



          9   and it having continued significant expenses projected



         10   throughout 2020 and for us to meet those we would need



         11   an increased revenue cash flow, and that's why we did



         12   the rate study, to understand how much we could increase



         13   our base rates so that way we could work with our legal



         14   terms on a monthly payment plan towards our legal



         15   balance.



         16       Q    Isn't it true that the board had no earthly



         17   idea on a monthly basis how much it was committing the



         18   Company to pay for legal fees until it got invoices?



         19       A    Correct.



         20       Q    And so it was not until after those obligations



         21   had been incurred and approved by the board of directors



         22   that you were able to analyze the financial



         23   ramifications of them.  Isn't that right?



         24       A    Correct.



         25       Q    I'm sorry, Mr. Nelson, but I just didn't hear
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          1   you.



          2       A    Yes.



          3       Q    Can the Company identify the point in time in



          4   2019 where it had unpaid legal invoices at the end of



          5   the month?



          6       A    Late December.



          7       Q    The Company's contention is that was the first



          8   time?



          9       A    That's when we looked at the invoices from the



         10   work done in October and the work done in November.



         11       Q    Do you understand what I'm --



         12                 (Simultaneous discussion)



         13       Q    (BY MS. ALLEN)  -- really asking about?



         14       A    So, about, oh, I think $100,000-plus for the



         15   work done in October and the work done in November.



         16       Q    And the Company had no idea that was coming, I



         17   take it?



         18       A    I, personally, did not.  I did not understand



         19   the cost of depositions and that the 48292 case would



         20   start deposing, and so we just -- and then we had a



         21   general counsel also in October that was high and in



         22   November, as well.  So, yeah, those were really, really



         23   two high months.



         24       Q    I'm going to tell you that the Company's



         25   records reflect that it got behind on its legal bills in
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          1   the middle of 2019.  Does the Company deny that?



          2       A    I -- we were -- my understanding is we had paid



          3   all our legal invoices through September and most of it



          4   in October.



          5       Q    Will the Company provide the records --



          6                 (Simultaneous discussion)



          7       A    -- the work in October.



          8       Q    (BY MS. ALLEN)  Is the Company willing to



          9   provide the records to prove that?



         10                 MS. KATZ:  Your Honor, I'm going to object



         11   to this.  Ms. Allen is requesting records that are



         12   outside any of the marked exhibits and outside the scope



         13   of this specific proceeding.



         14                 MS. ALLEN:  Your Honor, in RFI 7 the PUC



         15   Staff asked specifically for these records.



         16                 JUDGE SIANO:  Okay.  And --



         17                 (Simultaneous discussion)



         18                 MS. ALLEN:  And I looked at those



         19   yesterday and none of that is in there.  So, I want to



         20   know if we can get them.



         21                 JUDGE SIANO:  Okay.  Well, the discovery



         22   period has ended.  So, if -- and I didn't see a motion



         23   to compel.  So, sustained.



         24       Q    (BY MS. ALLEN)  Okay.  You are familiar



         25   with a -- I think they call it a metric.  Let's see what
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          1   it's called.  I'm not good with this.  Let's see.  It's



          2   called debt service coverage ratio.  You're familiar



          3   with that.  Right?



          4       A    (No audible response)



          5                 JUDGE SIANO:  You're going to need speak



          6   up.



          7       A    Yes.



          8       Q    (BY MS. ALLEN)  It is an indicator of financial



          9   condition.  Correct?



         10       A    Yes.



         11       Q    Its idea is to let us know what resources a



         12   Company has to pay its obligations over and above its



         13   debt service.  Right?



         14       A    I believe, yeah.  So, it's the amount of profit



         15   available to pay the debt service, is my understanding.



         16       Q    Well, do you have -- okay.  What is a debt



         17   service coverage ratio of 1.1 mean?



         18       A    That means that if you had debt payment of $100



         19   and you had profits of $110, you would have -- 110



         20   divided by 100 would be 1.1.



         21       Q    What is a debt service coverage ratio of



         22   negative 2.1 mean?



         23       A    Negative sounds like it means that you didn't



         24   have cash flow to cover your expenses, and so then you



         25   also didn't have profit to cover your debt in that
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          1   calculation.



          2       Q    Isn't it true that if we consider the unpaid



          3   legal expenses for services performed in 2019, the



          4   Company's debt service coverage ratio for that year is



          5   negative 2.15?



          6       A    I don't know.



          7       Q    Has the Company ever undertaken to consider



          8   what that metric would be if the board of directors were



          9   to include amounts that the Company was obligated to pay



         10   for 2019 but hadn't gotten around to?



         11       A    I have not.



         12       Q    Okay.  Do you know anybody with the Company who



         13   has?



         14       A    I do not.



         15       Q    A debt service coverage ratio of negative 2.15



         16   would be, in layman's terms, terrible.  Right?



         17       A    Yeah.



         18       Q    It would be a signal to the board of directors



         19   that it needed to do something drastic.  Wouldn't it?



         20       A    Yes, and that's why we did the rate study and



         21   the rate change.



         22       Q    Can the board --



         23                 (Simultaneous discussion)



         24       Q    (BY MS. ALLEN)  -- explain why it did not



         25   include all of the 2019 legal expenses in its rate
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          1   study?



          2       A    Yes, we were instructed that we could only use



          3   what was actually paid for in 2019.



          4       Q    Who told you that?



          5       A    That's what was used in the model.



          6       Q    Who told you that you could only use expenses



          7   that the Company had actually paid?



          8       A    What I recall was that was the guidance we



          9   received from TRWA.



         10       Q    Did that make a lick of sense to you?



         11       A    I do not know enough about all of the rules and



         12   regulations, and so we do ask questions and rely on



         13   guidance.  And so what we were told is it had to be



         14   actual payments, and so we needed actual financial



         15   reports.  And so that's what we used, and it met our



         16   revenue requirements.



         17       Q    Your actual revenue requirements for 2019 were



         18   much higher than what's in the model.  Right?



         19       A    Because of the costs incurred, the legal costs



         20   at the end of the year.



         21       Q    And you understand that when I use the term



         22   revenue requirement, I'm using it the way you do, but



         23   I'm not agreeing with you that the Company had that



         24   revenue requirement.  Can we have that understanding?



         25       A    I'm not sure what you mean, but --
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          1       Q    Okay.  And so, when the board raised the rates,



          2   it said:  And we're going to have another 250 in legal



          3   fees in 2020.  Right?



          4       A    That was our projection, yes, and --



          5                 (Simultaneous discussion)



          6       Q    (BY MS. ALLEN)  So, how the heck were you going



          7   to pay the 120- or $150,000 in legal fees for 2019 that



          8   you hadn't paid?



          9       A    We were going to -- we worked with our legal



         10   law firms on an agreement to where we could increase



         11   rates to pay them $10,000 a month once the rates kicked



         12   in, and so that's what we've been doing, is paying Lloyd



         13   Gosselink and Enoch Kever $10,000 per month since the



         14   rates increased.



         15       Q    Are you telling us that the rates that the



         16   board adopted in 2020 were not ever designed to recoup



         17   the actual expenses that included the legal fees for



         18   2019?



         19       A    They were increased to pay down the balance --



         20   legal balances until the legal balances are gone, and



         21   then we were to revisit the rates and reduce them.



         22       Q    Your --



         23       A    So, the concept was --



         24                 (Simultaneous discussion)



         25       Q    (BY MS. ALLEN)  Okay.  So --
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          1       A    So, the concept was to look at 2019, right, use



          2   it in a rate study to understand how high we could



          3   increase rates and then see if we could meet the $10,000



          4   a month per law firm.  And so that's where we were able



          5   to do that, so at a lower amount than the TRWA



          6   analysis --



          7                 (Simultaneous discussion)



          8       Q    (BY MS. ALLEN)  Okay.  So -- okay.  I got it.



          9   So, you designed these rates to enable you to meet a



         10   budget of 10,000 a month per law firm going forward?



         11       A    Yep.



         12       Q    Okay.  Without regard to what the actual legal



         13   expenses might be?



         14       A    Well, we were already in balance, so we were --



         15   and we didn't have the cash on hand to pay off those



         16   balances.



         17       Q    You were not in balance at the end of 2019.



         18       A    I said --



         19                 (Simultaneous discussion)



         20       Q    (BY MS. ALLEN)  You just said that.



         21       A    -- we had legal balances.



         22       Q    Okay.  That's what you mean by in balance?  You



         23   owed money.



         24       A    I didn't say in balance.  I said we had legal



         25   balances.
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          1       Q    I misunderstood you.  Okay.  So, the rate



          2   design -- hang on, and let me see if I can find that.



          3   Mr. Nelson, is the -- I believe that the rate design



          4   that the Company is relying on and that the board relied



          5   on is a part of your testimony.  Is that right?



          6       A    Yes, I believe so.



          7       Q    Can you help me to locate it?



          8       A    Can you just open it up?  I think it's one of



          9   the attachments.



         10       Q    Probably not.  I kind of thought that the



         11   Company would probably be prepared to --



         12                 MS. KATZ:  Your Honor, I'm going to object



         13   to sidebar.  That was unnecessary.



         14                 JUDGE SIANO:  Sustained.



         15                 MS. ALLEN:  Okay.  Hold on.  Hang on.



         16   Hang on just a second, and I will see if I can



         17   accommodate that request.



         18                 (Discussion off the record)



         19       Q    (BY MS. ALLEN)  Okay.  Mr. Nelson, I think I've



         20   got it.  Let me -- let me see.  Okay.  Let's see here if



         21   I've got the right thing.  Can you see it on my screen



         22   yet?  Or, no, that's not it.  It's --



         23       A    That looks like the --



         24       Q    I've got a spreadsheet up.  Hang on a minute,



         25   and I'll try to fix that.  I told you this is not really

�



                                                                       201









          1   the best thing to do.  Well, now I really messed things



          2   up.



          3                 (Discussion off the record)



          4                 JUDGE SIANO:  Ms. Allen, what are you



          5   looking for?



          6                 MS. ALLEN:  I am trying to get back to the



          7   screen that will -- oops.



          8                 (Discussion off the record)



          9                 MS. ALLEN:  I don't know.  I made a mess.



         10   I know, but I think I have kicked us out of the meeting.



         11                 (Discussion off the record)



         12                 JUDGE SIANO:  We still see you.



         13                 MS. ALLEN:  I think I have kicked myself



         14   out of the meeting.  I am so sorry.  I just -- I'm



         15   very -- this is not something that I'm very facile with.



         16                 JUDGE SIANO:  We still see you.



         17                 MS. ALLEN:  Okay.



         18                 JUDGE SIANO:  Which document are you



         19   trying to pull up?



         20                 MS. ALLEN:  I'm trying to pull up



         21   Mr. Nelson's direct testimony, and it is MN-2 Page 1 of



         22   1.  Does that help?



         23                 JUDGE SIANO:  It helps me find it.



         24                 (Discussion off the record)



         25       Q    (BY MS. ALLEN)  Mr. Nelson, did that help you,
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          1   the reference that I furnished?



          2       A    No.  Could you show it to me, please?



          3       Q    No, sir.  I'm sorry, but I can't.  I mean, I



          4   really literally cannot.  I'm sorry that I --



          5                 (Discussion off the record)



          6                 JUDGE SIANO:  Ms. Allen, I'm going to give



          7   you about 30 more minutes with this witness.



          8                 (Discussion off the record)



          9                 MS. ALLEN:  Your Honor, I've had a



         10   technical difficulty over here.  I don't really know



         11   exactly what's happened.  We're working on it as fast as



         12   we can, and I apologize.  I may have to -- I may have to



         13   leave the meeting and rejoin -- oh, wait.  There we go.



         14   Got it.  There we go.



         15       Q    (BY MS. ALLEN)  Okay.  So, Mr. Nelson, now I



         16   can try to show this to you.  Okay.  How about that?



         17   Have I got it?  MN-2.  Is that it?



         18       A    The water revenue requirement and rate design?



         19       Q    I'm looking for the rate design that the board



         20   relied on when it raised these rates.  I want to make



         21   sure I got the right --



         22       A    Okay.  Can you make it a little smaller?



         23       Q    I can try.  How about that?



         24       A    Okay.



         25       Q    And can you scroll down a little bit?
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          1       A    Yes, sir.  A little bit more.  A little bit



          2   more.



          3       Q    Yes, sir.



          4       A    That looks like it, yes.



          5       Q    So, this is MN-2 Pages 1 and 2.  Right?



          6       A    Yes.



          7                 JUDGE SIANO:  Speak up, please.



          8       Q    (BY MS. ALLEN)  Can you just identify this for



          9   the record, Mr. Nelson, so we'll know later what we were



         10   looking at?



         11       A    It's the TRWA rate model that I used Windermere



         12   Oaks Water Supply Corporation Year 2019 year-end



         13   financials.



         14       Q    And its Attachment MN-2 Pages 1 and 2 to your



         15   testimony.  Right?



         16       A    Yes.



         17       Q    Okay.  Great.  Now, this shows -- first of all,



         18   if I understand it correctly, this model included water



         19   only.  Is that right?



         20       A    You kind of cut out there.  Please repeat.



         21       Q    This model included water only.  Correct?



         22       A    No, that's incorrect.



         23       Q    Okay.  Where can I find the analysis with



         24   regard to the wastewater?



         25       A    The water and wastewater are combined.  These
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          1   are totals for Windermere Oaks Water Supply Corporation.



          2   So, you see the total down there, the 576,192.  It's the



          3   total.



          4       Q    Okay.  And I'm going to scroll down to the rate



          5   calculation part, and what I see here is that the



          6   minimum bill based -- for the base rate is calculated at



          7   $116.68.  Is that right?



          8       A    No.  That is -- what you're looking at, $116.68



          9   per month, is a fixed cost portion of the base rate.



         10       Q    Okay.  The Company did not alter its rates for



         11   gallonage charges.  Correct?



         12       A    Correct.



         13       Q    So, it was not trying in early 2020, excuse me,



         14   to analyze revenue requirements and things such as that



         15   for variable expenses.  Correct?



         16       A    Correct.  The --



         17       Q    Okay.



         18       A    -- idea was we were a small Water Supply



         19   Corporation, you know, 271 members at the time or so,



         20   and we wanted for all the members to participate in the



         21   higher base rates, disparate the higher base rate --



         22                 (Simultaneous discussion)



         23       Q    (BY MS. ALLEN)  Okay.  All right.  Now, the



         24   board didn't settle on the rates that were recommended



         25   or yielded by this rate model.  Right?
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          1       A    Correct.



          2       Q    Explain for us the additional analysis that the



          3   board did in order to make adjustments to arrive at the



          4   rates that it adopted.



          5       A    So, my understanding was we wanted to increase



          6   our monthly cash flow or revenue by, say, almost



          7   16-$17,000 per month so we could make legal payments of



          8   $20,000, 10,000 to both law firms.  And so when we



          9   looked at that, that meant increasing base rates by



         10   around $65 or so.  And so we split the $65



         11   60 percent/40 percent, 60 percent for water and



         12   40 percent for wastewater.  And so we added -- so we



         13   multiplied that and added that to the previous base



         14   rates, came up with the new base rate, combined about



         15   $156, and that was below the 174.59 here in this model.



         16   And so we felt like we could work with our legal teams



         17   and with a $10,000 a month payment, and so we did not



         18   increase rates above that once we felt like we could



         19   achieve the $10,000 monthly payments to both law firms.



         20       Q    Okay.  But that business about the $10,000 a



         21   month monthly payments is not anywhere in the rate



         22   design, right, that we see here?



         23       A    Oh, correct.



         24       Q    Okay.



         25       A    Yeah, that TRWA model there --
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          1                 (Simultaneous discussion)



          2       Q    (BY MS. ALLEN)  Okay.



          3       A    -- was to show of high could we increase rates.



          4       Q    Okay.



          5       A    We did not increase rates that high.



          6       Q    Has the Company, in fact, used the increased



          7   revenues to pay its legal costs?



          8       A    Yes.



          9       Q    Has it used the increased revenues for any



         10   other purpose?



         11       A    Not that I'm aware.



         12       Q    Okay.  So, what that means is that -- so,



         13   Ratepayer Mike Nelson paid an extra how much a month?



         14       A    65ish.



         15       Q    So, Mike Nelson paid 65 a month extra, and the



         16   Company covered his legal expenses.  Right?



         17       A    For me being sued, my -- they covered my legal



         18   defense as a volunteer board director, yes, for my



         19   defense.



         20       Q    Josie Fuller paid an extra $65 a month, and she



         21   got exactly the same service she had always gotten.



         22   Right?



         23       A    As all members.



         24       Q    All members --



         25                 (Simultaneous discussion)
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          1       A    -- that Josie Fuller is any different than any



          2   of our other members.



          3       Q    The only ratepayers who are different are the



          4   board members who are having the Company pay their legal



          5   fees.  Right?



          6       A    It's important for the volunteer board to be



          7   protected --



          8                 (Simultaneous discussion)



          9                 MS. ALLEN:  Your Honor, he can do this if



         10   he wants.  I just need a yes or no.



         11       A    -- or else you wouldn't have a volunteer board.



         12                 JUDGE SIANO:  Mr. Nelson, please just



         13   answer the question asked.



         14       Q    (BY MS. ALLEN)  Isn't it true that every other



         15   ratepayer, besides the directors who are having their



         16   legal fees paid by the Company, pay the extra $65 a



         17   month, and they get the same service they have always



         18   gotten?



         19       A    Not -- again, that was a very long sentence,



         20   and I'm not understanding it.



         21       Q    The $65 a month does nothing --



         22       A    All members pay $65 a month extra.



         23       Q    The $65 a month doesn't do a thing to increase



         24   or enhance the services.  Correct?



         25       A    Oh, no.  It --
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          1       Q    Okay.



          2       A    -- protects the Water Supply Corporation from



          3   these legal attacks.  So, we would not have a Water



          4   Supply Corporation if it did not defend itself.



          5       Q    Okay.  The level of service that was furnished



          6   in December of 2019 and the level of service that was



          7   furnished in April of 2020 was the same.  Right?



          8       A    Well, I like to think that we continuously



          9   improve, but if you want to say people were able to turn



         10   on faucets and get water and flush their toilets, yes,



         11   that stayed the same.



         12       Q    What changed is that the director ratepayers



         13   also got their legal fees paid.  Right?



         14       A    The volunteer board, yes.  The defense costs



         15   from the lawsuit brought by 48292, those legal costs are



         16   being paid by Windermere Oaks as per Texas law is my



         17   understanding.



         18       Q    Isn't it true that there is one of the



         19   directors who doesn't even pay the rate increase and



         20   gets his legal fees paid by the Company?



         21       A    That's not my understanding.



         22       Q    Mike Madden is not a ratepayer.  Is he?



         23       A    He's a former director, and so former



         24   directors, yes, are covered.



         25       Q    Here's my question --
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          1                 (Simultaneous discussion)



          2       A    -- and they're volunteer board members --



          3       Q    (BY MS. ALLEN)  Mike Madden is not a



          4   ratepayer --



          5       A    -- and that he's no longer a member.



          6                 JUDGE SIANO:  One person at a time,



          7   please.



          8       Q    (BY MS. ALLEN)  You can talk all you want,



          9   Mr. Nelson, but my question is simple.  Isn't it true --



         10                 (Simultaneous discussion)



         11       A    I don't know if Mike Madden is a member or not.



         12       Q    (BY MS. ALLEN)  You don't know?



         13       A    I don't.



         14       Q    You don't know whether Mike Madden lives in



         15   Windermere?



         16       A    Or has a property there.



         17       Q    Okay.



         18       A    I don't.



         19       Q    All right.  Fair enough.  Now, I want to ask



         20   you about two other topics.  I really want to be quick.



         21   One of them is this:  The Company produced to the Staff



         22   a chart -- let me see if I can find it -- that had to do



         23   with gallonage.  Okay?  Let me see if I can find it.



         24   Okay.  Where is it?  I will find it, but do you recall



         25   it, Mr. Nelson, because I believe you were the one who
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          1   sponsored it?



          2       A    Can you show --



          3                 (Simultaneous discussion)



          4       Q    (BY MS. ALLEN)  The staff asked the question:



          5   How much gallonage does the Company actually use for



          6   2019.  Right?  Well, I'll just -- it was -- it was



          7   Attachment Staff 4-6 Page 18, and it was a chart that



          8   showed the gallonage.  Do you recall it?



          9       A    Not off the top of my head.  If you could show



         10   me, that would be great.



         11       Q    Okay.  We're going to see if we can get that



         12   done.  But, here, you can help me with this while we're



         13   waiting.  The Company didn't change the gallonage



         14   charges in this rate increase.  Correct?



         15       A    Correct.



         16       Q    So, if I wanted to know the revenue that the



         17   Company received from water sales on a gallonage basis,



         18   all I would have to do is go to the tariff and find the



         19   charge that is applicable to the tier and multiply it



         20   out.  Right?



         21       A    It's a little more complex than that.



         22       Q    Okay.  What else would I need to do?



         23       A    If you're to build a model, you have different



         24   charges for different amounts.  So, I believe the first



         25   2,000 are at like $3.55, and then the next 2,000 or so
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          1   is at a higher rate.  And the next 2,000 is another



          2   rate, and then the next 4,000 is at another rate and so



          3   on and so forth.  So, as you use -- so, the first



          4   2,000 gallons are cheaper than the next 2,000 --



          5       Q    Right.



          6       A    -- which are also cheaper than the next 2,000,



          7   which is also cheaper than as you go through the rates.



          8   So, you have these different buckets with different



          9   rates.



         10       Q    Okay.  And as long as I know, the gallons in



         11   each tier that were actually used, I can multiply that



         12   by the rate that is applicable to that tier, and I can



         13   know the Company's revenues on a gallonage basis.



         14   Correct?



         15       A    You can build that model.  I believe I built



         16   that model.



         17       Q    Okay.  So, I'm going to see if I can find that



         18   chart and visit with you about that.



         19                 MS. ALLEN:  I would be happy to pass the



         20   witness and simply come back for him to identify that



         21   chart.  It will take me just a second.  I thought I had



         22   it, and I have the wrong page.



         23                 JUDGE SIANO:  Okay.  We do need to leave



         24   new time for Staff's cross and redirect.



         25                 MS. ALLEN:  So, my suggestion is they go,
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          1   and I will find that chart.



          2                 JUDGE SIANO:  Well, it's a little bit out



          3   of order, but there may be some efficiencies.



          4                 Are there any objections to that,



          5   Ms. Katz?



          6                 (Discussion off the record)



          7                 MS. KATZ:  That's fine, Your Honor.



          8                 JUDGE SIANO:  Okay.  We'll take this a



          9   little bit out of order and allow Commission Staff to do



         10   cross-examination.



         11                 Go ahead, Ms. Lander.



         12                 MS. LANDER:  Great.  Thank you, Your



         13   Honor.



         14                       CROSS-EXAMINATION



         15   BY MS. LANDER:



         16       Q    Good afternoon, Mr. Nelson.  My name is Merritt



         17   Lander.  I'm a Staff Attorney for the Public Utility



         18   Commission of Texas.  I have just a couple of questions



         19   for you.  So, I know we've been over this a lot, but



         20   there are approximately $171,000 in legal expenses



         21   included in the current rates that are the subject of



         22   this complaint.  Correct?



         23       A    $171,000, yes, was used in the rate study by



         24   TRWA.  Yes.



         25       Q    Great.  And for one of the lawsuits for which
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          1   legal expenses that were included in the rate increase,



          2   the Company's insurance provider denied indemnification



          3   of coverage for those legal expenses based on a bad acts



          4   exclusion.  Isn't that correct?



          5       A    On the TOMA -- so, the very first lawsuit,



          6   that's what you're referring to?



          7       Q    Yes, sir.



          8       A    Yes.



          9       Q    Okay.



         10       A    I believe that there was a -- I'm not well



         11   versed in this, but I believe you are correct.



         12       Q    Okay.  So, the insurance company declined to



         13   cover legal expenses because it believed that the



         14   directors had behaved badly.  Correct?



         15       A    I believe it was because of a TOMA violation on



         16   a meeting agenda.  So, that property that was sold was



         17   not properly -- the discussion of it was not properly



         18   listed on the meeting agenda back in like 2015,



         19   December.



         20       Q    Okay.  So, that's one of five lawsuits, is that



         21   correct, the WSC is involved in at this time, or has



         22   TOMA concluded?



         23       A    That was the first one, and that's the one that



         24   the Supreme Court refused to hear.  So, that one --



         25       Q    To rehear?
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          1       A    So, my understanding is it's concluded.



          2       Q    Okay.  And the WSC has now sued the insurance



          3   company.



          4       A    Yeah.  So -- I mean, yeah.  Yeah.  So, that's I



          5   guess the formal way of working with them to provide



          6   coverage.  So, yeah, I mean, we're talking a lot of



          7   money, and insurance companies, they just don't like to



          8   pay a lot of money.



          9       Q    It is a lot of money.  That's a very good --



         10       A    And we're working on a settlement with them.



         11       Q    Understood.  Okay.  So, there was the lawsuit



         12   related to the land sale.  There was the TOMA Integrity



         13   lawsuit.  There was the lawsuit filed by the WSC against



         14   the AG's Office.  Is that correct?



         15       A    That was for -- yeah, PIA requests.  So, that



         16   was for attorney-client privilege protection.



         17       Q    Okay.



         18       A    And those -- so it was with regards to the



         19   legal invoices and the notes that each of the line items



         20   contained, and so those were originally requested, I



         21   believe, in 2019.  And I believe those got released



         22   maybe 2020, so --



         23       Q    Okay.



         24       A    -- after the -- well over a year later.



         25       Q    Okay.  So, there were PIA requests, and the WSC
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          1   declined to provide some legal invoices.  And, you know



          2   when you do that, you have to file with the AG's Office



          3   and say, we're declining to provide these because we're



          4   claiming that they're priveledged.  And so the AG ruled



          5   and said that you had to disclose -- the WSC had to



          6   disclose those.  Is that correct?



          7       A    The -- actually, that went back and forth and



          8   to where the AG then said the Water Supply Corporation



          9   did not have to supply those.  So --



         10       Q    Okay.



         11       A    -- it went back and forth.



         12       Q    Okay.



         13       A    And then, eventually, it just went away when we



         14   provided the legal invoices.



         15       Q    I see.  So, you didn't provide the legal



         16   invoices, and then the AG said you had to.  And then,



         17   there was a lawsuit against the AG, and then the AG



         18   decided that you did not actually have to release the



         19   legal invoices.  But then you decided to release the



         20   legal invoices anyway?



         21       A    That's right.



         22       Q    Okay.  All right.



         23       A    It's a great legal system we have.



         24                 THE REPORTER:  (Requested clarification)



         25       A    It's a great legal system we have.
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          1       Q    (BY MS. LANDER)  All right, and I just want to



          2   be sure that I understand.  That was four lawsuits,



          3   right, that we just covered, and then this rate



          4   proceeding, this appeal is the fifth proceeding?



          5       A    What was the -- you said the land sale.  That



          6   is TOMA.



          7       Q    The --the I'm sorry.  Then, there's the Double



          8   F.



          9       A    The 48292?



         10       Q    Yes, sir.  Yes, sir.



         11       A    So, yeah.  That's right.



         12       Q    Okay.



         13       A    So, we've got the TOMA, the 48292, the Attorney



         14   General, the insurance company, and the PUC.



         15       Q    Okay.  And for the test year there were about,



         16   I think you said now, just over $250,000 in legal



         17   expenses?



         18       A    Oh, you mean for the work done in 2019?



         19       Q    Yes, sir.



         20       A    Yeah.



         21       Q    Okay.



         22                 MS. LANDER:  Okay.  Pass the witness, Your



         23   Honor.



         24                 JUDGE SIANO:  Okay.



         25                 Ms. Allen, are you prepared to --
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          1                 MS. ALLEN:  I am.  Let me -- I found it.



          2   So, there it is right there.



          3                 JUDGE SIANO:  And there will be no



          4   friendly-cross, so to the extent that you just limit



          5   your questions to what you previously intended.



          6                 CROSS-EXAMINATION (CONTINUED)



          7   BY MS. ALLEN:



          8       Q    Mr. Nelson, I have found the gallonage



          9   charge -- the gallonage chart.  Sorry.  It's Attachment



         10   4-6 that the Company produced to the Staff.  Do you



         11   recognize it?



         12       A    I think I looked at it once.



         13       Q    Okay.  I'm going to mark it as Exhibit 26.  It



         14   was a part of Ratepayer 16, but I'm going to mark it



         15   separately because 16 was not admitted.



         16                 JUDGE SIANO:  Okay.  Was it offered?



         17                 MS. ALLEN:  It was, but -- actually, we



         18   haven't offered our exhibits yet.  But I'm going to



         19   offer this one separately because it's been



         20   authenticated as Exhibit 26, and this is the chart that



         21   I was looking for.



         22                 JUDGE SIANO:  Okay.  You'll have to -- as



         23   previously discussed, you'll have to mark those and



         24   provide them to the other parties, as well as the court



         25   reporter.
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          1                 MS. ALLEN:  We will have that done before



          2   the end of the day.



          3                 JUDGE SIANO:  Okay.  Any -- so, you're



          4   offering this.



          5                 Any objections?



          6                 MS. ALLEN:  I'm offering this to show the



          7   actual gallonage sold by the Company, and then Mr. --



          8   well, let me just let the panel rule on that one.



          9                 JUDGE SIANO:  Yeah.  So, let me find it.



         10   This is -- okay.  I have it.



         11                 Any objections to -- and you're -- this is



         12   being marked as Exhibit --



         13                 MS. ALLEN:  26.



         14                 JUDGE SIANO:  Ms. Katz.



         15                 MS. KATZ:  Your Honor, I have no objection



         16   to this page.



         17                 JUDGE SIANO:  Okay.  Marked as 26.  It is



         18   admitted.



         19                 (Exhibit Ratepayer No. 26 admitted)



         20       Q    (BY MS. ALLEN)  And then, Mr. Nelson, the rates



         21   are in the -- the current rates are reflected in



         22   Attachment MN-1 Page 3 of your direct testimony, right,



         23   the chart of the current rates?



         24                 (Brief pause)



         25       Q    (BY MS. ALLEN)  Here.  Hang on.  Let me just
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          1   short circuit this, if I can.  Doesn't always work.



          2   Here we go.  There we go.  MN-1, Page 3 --



          3       A    Can you make it a little smaller?



          4       Q    I can.  Current rates, it has the gallonage



          5   charges.  Right?



          6       A    Yes.  So, it has the --



          7                 (Simultaneous discussion)



          8       Q    (BY MS. ALLEN)  And --



          9       A    -- 90.39 base rate and the 66.41 base rate.



         10       Q    I'm asking about the gallonage charges, please.



         11                 (Simultaneous discussion)



         12       Q    (BY MS. ALLEN)  And these are the same



         13   gallonage charges that were in effect for 2019.



         14   Correct?



         15       A    Yes.



         16       Q    Okay.  So, I can just -- I can figure out



         17   revenues from gallons sold by simple multiplication.



         18   Correct?



         19       A    Not quite that simple.  The amount of gallonage



         20   for the very large use case needs to be reduced.  I do



         21   not know if that chart you have has the wastewater



         22   treatment plant and water treatment plant included in



         23   that.  So, of course, the wastewater treatment plant and



         24   the water treatment plant doesn't generate any revenue.



         25   And so when you're doing a revenue calculation, you need
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          1   to remove any of the water used by our two plants.



          2       Q    Well, that I understand, but the question that



          3   Staff asked you was about gallons of water sold, and



          4   this was --



          5                 (Simultaneous discussion)



          6       A    I didn't know the question that was --



          7                 (Simultaneous discussion)



          8                 JUDGE SIANO:  One at a time.



          9       A    -- and I don't know that table responding to



         10   that question.



         11       Q    (BY MS. ALLEN)  Okay.  Fair enough.



         12                 MS. ALLEN:  So, Your Honor, that's what I



         13   said I'd do, and that's what I did.



         14                 JUDGE SIANO:  All right.  You're done with



         15   this witness?



         16                 MS. ALLEN:  I am.



         17                 JUDGE SIANO:  Okay.



         18                 And let's see.  Then, I guess it's



         19   redirect, Ms. Katz.



         20                 MS. KATZ:  Thank you, Your Honor.



         21                     REDIRECT EXAMINATION



         22   BY MS. KATZ:



         23       Q    Mr. Nelson, Ms. Allen asked how the board



         24   allowed legal expenses to exceed a certain number.  Do



         25   you have a duty to defend the Corporation?
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          1       A    Yes.  The board has the duty to defend the



          2   Corporation, and we cannot control what outside people



          3   or folks do as far as bringing lawsuits towards the



          4   Corporation.



          5       Q    Okay.  And when Ms. Allen -- there was some



          6   testimony regarding meters and rates.  Are the rates



          7   spread equally among all classes?



          8       A    We only have the one class.



          9       Q    Right.



         10       A    So --



         11       Q    So, yes?



         12       A    (Nodding).



         13                 JUDGE SIANO:  Please vocalize your answer



         14   for the record.



         15       A    Yes.



         16                 JUDGE SIANO:  Thank you.



         17       Q    (BY MS. KATZ)  Mr. Nelson, do the rates show



         18   preference of one class more than another?



         19       A    No, it's one class.



         20       Q    Because there's one -- thank you.  And do they



         21   discriminate against any class?



         22       A    No, just one class.



         23       Q    Okay.  And there was some discussion from



         24   Ms. Allen and some questions she asked you regarding the



         25   money, the revenue that was received from the increase
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          1   in rates and where that was being used.  And so you



          2   testified that the money, the revenue that was received



          3   from the increased rates was used to pay legal expenses.



          4   Did that allow the Water Corporation to spend money on



          5   operational expenses, as well, by having that extra



          6   revenue?



          7       A    Yes.  So, having the extra revenue kept the



          8   Water Supply Corporation viable where we could maintain



          9   operations, do improvements, and also meet a minimum



         10   obligation to our law firms.



         11       Q    And so is it fair to say that everybody, all



         12   the ratepayers benefit from having an operational Water



         13   Supply Corporation that provides safe and reliable water



         14   to everybody?



         15       A    Yes, definitely.



         16       Q    And, Mr. Nelson, are you a volunteer board



         17   member?



         18       A    Yes, I am.



         19       Q    And does -- do water supply corporations have



         20   shareholders?



         21       A    No.



         22       Q    Okay.



         23       A    We have --



         24       Q    And so is --



         25                 (Simultaneous discussion)
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          1       A    -- members.



          2       Q    (BY MS. KATZ)  Okay.  And is there anybody else



          3   who would pay the legal costs other than the Water



          4   Supply Corporation, itself?



          5       A    No.



          6       Q    Okay.  And are you -- you, yourself, are a



          7   ratepayer?



          8       A    Yes, I am.



          9       Q    Okay.  Did Windermere Oaks file the TOMA and



         10   the 48929 (sic) lawsuits?



         11       A    No.



         12       Q    And did the other insurance suit come out of



         13   those?



         14       A    Yes.



         15       Q    And did the rate increase occur because of



         16   those lawsuits?



         17       A    Yes.



         18       Q    And did the PIA or Public Information Act



         19   requests litigation come out of those laws, as well?



         20       A    That's a good guess, but I don't know for



         21   certain.



         22       Q    Okay.  That's okay.  Are all of those lawsuits



         23   really stemming from the initial two lawsuits that were



         24   filed against Windermere Oaks?



         25       A    Yes.
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          1                 MS. KATZ:  Pass the witness, Your Honor.



          2                 JUDGE SIANO:  All right.  At this point



          3   I'll allow some limited additional cross.  If there's



          4   anything else, it will be limited to the redirect.



          5                 Ms. Allen, you're --



          6                 MS. ALLEN:  I've got it now.  Sorry.



          7                 JUDGE SIANO:  Okay.



          8                      RECROSS-EXAMINATION



          9   BY MS. ALLEN:



         10       Q    Mr. Nelson, isn't it true that the Company has



         11   no obligation to pay defense costs for either current or



         12   former directors?



         13       A    That's not my understanding.  I disagree.



         14       Q    You know the Company's bylaws do not require



         15   the Company to pay defense costs for current or former



         16   directors.  Correct?



         17       A    My understanding is the bylaws are to be



         18   consistent with Texas law and that Texas law requires



         19   the corporations with volunteer boards to defend their



         20   volunteer board members.



         21       Q    All right.  Tell you what, we're not going to



         22   belabor this point at all, but let's just mark the



         23   bylaws.  And then we can see for ourselves.  Are you



         24   seeing the bylaws of the Company on your screen?



         25       A    Yes.
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          1       Q    I'm going to -- and you know that they're the



          2   bylaws.  Right?



          3       A    They look like them, yes.



          4                 MS. ALLEN:  Okay.  I'm going to mark the



          5   bylaws as Exhibit 27 and offer them into evidence.



          6                 JUDGE SIANO:  Ms. Katz.



          7                 MS. KATZ:  Your Honor --



          8                 JUDGE SIANO:  Have these been previously



          9   submitted?



         10                 MS. ALLEN:  They have not.  They have not.



         11                 (Simultaneous discussion)



         12                 MS. ALLEN:  I had no idea that a



         13   representative of the Company would testify that the



         14   bylaws contain something they do not contain.  And so I



         15   want just to put them into evidence, and we can read



         16   them for ourselves.  I am --



         17                 (Simultaneous discussion)



         18                 MS. KATZ:  Your Honor --



         19                 JUDGE SIANO:  Okay.  Any objection,



         20   Ms. Katz?



         21                 MS. KATZ:  I have no objection, Your



         22   Honor, but I will say I believe that we did provide



         23   these in either our testimony that's been admitted as



         24   part of the attachments or in RFI responses.  To be



         25   honest, I'm not sure off the top of my head, but we have
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          1   no objection.  But this has been provided in some form



          2   or fashion.



          3                 JUDGE SIANO:  Okay.



          4                 So, Ms. Allen, I don't know where they



          5   are.  Really, it's an issue of marking and getting them



          6   to the court reporter, and if they're not --



          7                 MS. ALLEN:  I can do that.



          8                 JUDGE SIANO:  -- if they're not here, then



          9   the court reporter doesn't have a copy either.  So,



         10   since there's no objections, I'll admit them, but you're



         11   going to have to submit them to SOAH under the same



         12   format as the other exhibits, properly marked the number



         13   of copies.



         14                 MS. ALLEN:  Will do.



         15                 JUDGE SIANO:  Okay.



         16       Q    (BY MS. ALLEN)  Mr. Nelson, isn't it true the



         17   board made a discretionary decision to advance legal



         18   expenses to the directors?



         19       A    No, I recall the board passing a motion to



         20   defend our volunteer board directors.



         21       Q    Okay.  The motion was something that the board



         22   decided on.  Fair enough?



         23       A    Yes.



         24       Q    And when the board did that, the board had no



         25   idea how much might be spent on that effort.  Isn't that
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          1   right?



          2                 JUDGE SIANO:  You're going to need to



          3   speak up.



          4       Q    (BY MS. ALLEN)  Is that a "Yes"?



          5                 JUDGE SIANO:  We can't hear you.



          6       A    Oh, yes.



          7                 JUDGE SIANO:  Thank you.



          8       A    Sorry.



          9       Q    (BY MS. ALLEN)  The board made no effort to put



         10   any kind of limitation on that effort.  Isn't that



         11   right?



         12       A    No.



         13       Q    It's not right, or the board made no effort to



         14   put on a limitation.  You say it yourself.



         15       A    As I stated previously, we have two attorney --



         16   two law firms working the 48292 case and that we asked



         17   them to coordinate efforts to use each other's work so



         18   we are not basically getting double-billed for the same



         19   work.



         20       Q    Let me ask it this way:  An insurance company



         21   might say, there are limits of coverage.  Are you with



         22   me?



         23       A    (No audible response)



         24       Q    Are you following me?



         25       A    I don't know where you're going.
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          1       Q    It doesn't matter.  The Company never said,



          2   there are limits of coverage.  Did it?



          3       A    The Corporation doesn't know the limits that



          4   the people bringing lawsuits against it will go.



          5       Q    Isn't it true that the board, in the exercise



          6   of reasonable diligence and acting prudently, ought to



          7   have determined what amount of money was needed to



          8   operate the system and then decided whether there was



          9   any money left over to defend the directors?  Isn't that



         10   right?



         11       A    In the budget for 2020, that's exactly what we



         12   did.  So, we looked at what was needed to run the



         13   Corporation and what we needed to do to meet the



         14   agreement of the minimal legal payments towards our



         15   balances.



         16       Q    Isn't it true that the Company, itself, has



         17   limitations in its governing documents about what it can



         18   do with its assets for its own benefit?



         19       A    Yeah.



         20       Q    It cannot use its assets for purposes other



         21   than to provide water and wastewater service for its



         22   members.  Isn't that right?



         23       A    I don't know.  That seems really restrictive.



         24   What you just said doesn't make sense to me.



         25       Q    Did the board -- in approving these legal
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          1   expenditures for the Company, did the board give any



          2   attention to the prohibition in the Company's governing



          3   documents about the use of its resources?



          4       A    Yeah, the board discussed and understands that



          5   if the Corporation doesn't defend its volunteer board,



          6   there would be no volunteer board.  If every individual



          7   who became a board member could be sued and would have



          8   to cover their own legal defense costs, there would be



          9   no volunteer board.



         10                 MS. ALLEN:  Objection to the --



         11       A    That would severely damage the Corporation and



         12   increase costs to all members significantly.



         13                 JUDGE SIANO:  Mr. Nelson, there's an



         14   objection.



         15                 I'm sorry, Ms. Allen.  Go ahead.



         16                 MS. ALLEN:  I'm sorry, Your Honor.  I was



         17   interrupting him, and I didn't mean to do that.  I am



         18   objecting to the speculative nature of that testimony



         19   and its nonresponsiveness.



         20                 JUDGE SIANO:  Okay.  Well, I think he's



         21   testifying as to the basis for why the coverage was



         22   given at the time the decision was made.  So, overruled



         23   as to speculation.  I'll allow it.



         24       Q    (BY MS. ALLEN)  So, Mr. Nelson, what I was



         25   really asking you, and if you'll answer it, I'll let you
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          1   go.  What I was really asking you is, when the Company



          2   made the decision to pay these lawyers kind of whatever



          3   they invoiced for these two pieces of litigation and



          4   other things that are related to this litigation, did



          5   the board give any attention to the prohibition in the



          6   Company's governing documents about using its assets for



          7   purposes other than to provide water and wastewater



          8   services to the customers?



          9       A    Yeah, the board works to follow all the bylaws



         10   and act consistently within them.



         11       Q    What attention did the board give to the



         12   prohibition against using company assets for purposes



         13   other than the provision of water and wastewater



         14   services to the customers when it decided to authorize



         15   these legal fees?



         16       A    We work with our legal teams to make sure that



         17   we are working within the boundaries of our bylaws and



         18   our incorporation.  So, our -- yeah.  So, we feel good



         19   about the -- what has taken place.



         20       Q    And the -- just so that I'm clear, the "we"



         21   that you're talking about are the people who are



         22   receiving the benefit of the rate increase.  Is that



         23   right?



         24       A    The "we" is the board that made the decision.



         25       Q    And that's the board that's receiving -- that's
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          1   at least part of them getting their legal fees paid.



          2   Right?



          3       A    Part of them were added to the48292 lawsuit in



          4   November of --



          5       Q    And that's the -- right.  And --



          6                 (Simultaneous discussion)



          7       A    -- 2019.



          8       Q    I'm sorry.  And that's the "we" that decided to



          9   raise these rates.  Correct?



         10       A    That board -- yeah, so it was the same board as



         11   in late 2019, early 2020 that did the2020 budget and



         12   rate increase.  Yeah, and --



         13                 MS. ALLEN:  Pass the witness.



         14       A    -- the motion that was made was done in, I



         15   believe, August of 2019 before the directors were added



         16   to the48292 case.



         17       Q    (BY MS. ALLEN)  Oh, Mr. Nelson, that is why we



         18   have that petition in the record because --



         19                 MS. KATZ:  Your Honor --



         20       Q    (BY MS. ALLEN)  -- we can go back and look at



         21   the date.



         22                 MS. KATZ:  Your Honor, I'm going to object



         23   to sidebar again.  I didn't hear a question there.  It



         24   sounded like she was testifying.



         25                 JUDGE SIANO:  Sustained.
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          1       Q    (BY MS. ALLEN)  Are you saying that the



          2   directors were not made parties to the lawsuit until



          3   after the rate hike?



          4       A    I didn't say that at all.



          5       Q    Okay.  Because you know that the board that



          6   voted on the rate hike was sued individually for



          7   personal liability in November of 2019.  Right?



          8                 MS. KATZ:  Your Honor, at this point I'm



          9   going to object that this is outside the scope of what



         10   was in my redirect.



         11                 JUDGE SIANO:  Sustained.



         12                 MS. ALLEN:  Pass the witness.



         13                 JUDGE SIANO:  All right.



         14                 Anything else, Ms. Lander?



         15                 MS. LANDER:  Just one quick question.



         16                      RECROSS-EXAMINATION



         17   BY MS. LANDER:



         18       Q    Mr. Nelson, you said that the WSC has a duty to



         19   defend board directors.  Correct?



         20       A    Yes.



         21       Q    Does the WSC also owe a duty to its members?



         22       A    Yes.



         23                 MS. LANDER:  All right.  Thank you.



         24                 JUDGE SIANO:  Ms. Katz.



         25                 MS. KATZ:  I have nothing further other
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          1   than to let you know that for purposes of the record and



          2   everybody else's briefing purposes this was included in



          3   Windermere Oaks Exhibit 2, and it would be located on



          4   Page 27 of 188, the bylaws.



          5                 JUDGE SIANO:  Okay.



          6                 MS. KATZ:  So --



          7                 JUDGE SIANO:  So, it might be easier to



          8   just -- Ms. Allen, for purposes of keeping a clean



          9   record, instead of submitting your exhibit -- what was



         10   it?  I've lost it now.



         11                 THE REPORTER:  27.



         12                 JUDGE SIANO:  27.



         13                 MS. ALLEN:  27.



         14                 JUDGE SIANO:  So, instead of submitting



         15   your Exhibit 27, just to keep it clean, the record --



         16   just reference the one that is already in evidence in



         17   Exhibit 2 beginning with Page --



         18                 MS. KATZ:  27, I believe, Your Honor.



         19                 JUDGE SIANO:  27.



         20                 MS. ALLEN:  Your Honor, I'm assuming that



         21   those are the bylaws that were in effect at the relevant



         22   time.  They've been changed from time to time, but I'm



         23   just going to make sure.



         24                 JUDGE SIANO:  Okay.  Go ahead.



         25                 (Brief pause)
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          1                 (Discussion off the record)



          2                 MS. ALLEN:  Your Honor, the -- I cannot



          3   tell you that it is a distinction with a difference



          4   because I don't know the answer, but the bylaws that are



          5   attached to Mr. Gimenez's testimony postdate the



          6   decision-making that we're talking about.  And so I want



          7   to be sure that we have the applicable bylaws, and those



          8   I know are 27.



          9                 JUDGE SIANO:  Okay.  That's fair.



         10                 MS. ALLEN:  Okay.



         11                 JUDGE SIANO:  I've admitted Exhibit 27.



         12                 (Exhibit Ratepayers No. 27 admitted)



         13                 JUDGE SIANO:  Go ahead and submit it as



         14   previously discussed, and if there's a difference, then



         15   you can point that out.  If not, then referencing either



         16   one will be sufficient.



         17                 Okay.  And, Ms. Allen, I understand that



         18   you wanted to make another offer of proof, and we are



         19   coming close to the end of the day.  But --



         20                 MS. ALLEN:  Your Honor, I want -- yes.  I



         21   want to remind myself that that is still necessary



         22   because I don't want to waste time, I did have notes



         23   about that, and let me just doublecheck to see if that's



         24   necessary.



         25                 (Brief pause)
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          1                 MS. ALLEN:  It is with one topic -- with



          2   respect to one topic, Your Honor.  And, again, you can



          3   tell me whatever procedure you want me to follow.  My



          4   understanding of the procedure is I would -- ought to



          5   ask the witness, but I'll do whatever you like.



          6                 JUDGE SIANO:  If it were your own witness,



          7   then you'd certainly be able to, but it's not necessary



          8   for an offer of proof.  And I'm not going to compel this



          9   witness to answer your questions in order for you to



         10   make that offer.



         11                 So, Ms. Simon, what we're going to do now



         12   is Ms. Allen is going to make an offer of proof, and so



         13   we're going to need that segmented out into a different



         14   portion of the transcript.



         15                 JUDGE SIANO:  Go ahead, Ms. Allen.



         16                 MS. ALLEN:  Yes, Your Honor.



         17                 (The following pages, 236 through 238, are



         18                 Ratepayers Offer of Proof.)
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          1                  PRESENTATION ON BEHALF OF



          2     WINDERMERE OAKS WATER SUPPLY CORPORATION (CONTINUED)



          3                 JUDGE SIANO:  Ms. Simon, we'll go back on



          4   the record now.



          5                 Okay.  So, we've gotten through almost all



          6   of Windermere's witnesses.  We have Joe Gimenez.  It



          7   might be wishful thinking to -- that we might conclude



          8   with him today, but I'm willing to throw it out there.



          9                 Ms. Allen.



         10                 (No audible response)



         11                 JUDGE SIANO:  I can't hear you.



         12                 MS. ALLEN:  I'm sorry, Your Honor.  I was



         13   giving that some serious thought and to see if I can get



         14   that done, and I would disappoint you, I'm afraid, if I



         15   said that I could get that done.  And I don't want to do



         16   that, so --



         17                 JUDGE SIANO:  Okay.  Do you think we would



         18   be able to get a meaningful amount of his



         19   cross-examination done today?  We can --



         20                 MS. ALLEN:  Quite frankly, I'm afraid I



         21   would disappoint you if I said that we would.  I always



         22   endeavor to get done as quickly as possible, and



         23   sometimes it does not work.



         24                 JUDGE SIANO:  All right.  Let's see,



         25   Ms. Lander, does the -- at this point does the
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          1   Commission Staff have any cross for Mr. Gimenez?



          2                 MS. LANDER:  No, Your Honor.  We waived



          3   him, as well.  We only have cross for Grant Rabon.



          4                 JUDGE SIANO:  Okay.  And I understand that



          5   that can change, but I'm just trying to get an idea of



          6   what we're looking at.  Okay.  Well --



          7                 MS. ALLEN:  Your Honor, if it would be at



          8   helpful -- and I don't mean to interrupt, but if it



          9   would be at all helpful, we would just stipulate that



         10   Mr. Gimenez, if called by the WOWSC, would say that his



         11   testimony would be set forth in his written testimony,



         12   and we would be prepared to start in the morning right



         13   away with cross-examination, if that helps at all.



         14                 JUDGE SIANO:  Okay.  Well, Ms. Simon,



         15   let's go off the record here.



         16                 (Recess:  4:24 p.m. to 4:27 p.m.)



         17                 JUDGE SIANO:  Let's go back on the record



         18   that we're going to adjourn today and pick up with Joe



         19   Gimenez tomorrow.  Ms. Allen has been instructed to



         20   submit the exhibits admitted today, as previously



         21   discussed.  And I think that's everything.



         22                 MS. KATZ:  Judge Siano, what time are we



         23   reconvening tomorrow?



         24                 JUDGE SIANO:  I think we're scheduled for



         25   9:00 a.m.  Was there a preference for a different time?
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          1                 MS. KATZ:  No, I was just making sure.



          2                 JUDGE SIANO:  Okay.



          3                 MS. ALLEN:  Not for us.  We're happy to



          4   begin at 9:00.



          5                 JUDGE SIANO:  9:00 a.m. tomorrow.  This



          6   hearing is adjourned.  Have a good day.



          7                 (Proceedings recessed:  4:28 p.m.)
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