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1 (At 9:07 am., the following proceedings 1latime. The court reporter can't put down what
2|were had:) 2|everybody is saying if we talk over each other.
3 (Exhibits 19 through 45 marked 3|1t happens once in awhile. But try to keep
4 for identification.) 4|that in mind that if two people are talking,
5 HEARING OFFICER TEXEL: All 5|one of them hasto stop or both so we can get
6lright. Thishearing is hereby reconvened at 6| everything said.
719:07 am. on Friday, February 15th, 2023. 7 So | am going to go through afew
8 We are, again, in thefirst floor hearing 8| preliminaries before we get to the parties
9 9

room, Nebraska State Office Building, 301
Centennial Mall South, Lincoln, Nebraska.

The hearing will address whether the
Nebraska Power Review Board will approve the
Central Nebraska Public Power and Irrigation
District's Petition for Charter Amendment 6.

My nameis Timothy Texel. AndI'mthe
hearing officer in this matter.

The hearing was previously convened for
purposes of determining whether Protestants had
standing to bring a protest opposing the
approval of the petition.

The board found that the Heidens, the
Wallers and the Citizens group had standing,
which means that they have the right to
participate in this proceeding.

| would note that we have to speak one at

attorneys. But to remind everyone for purposes
of this hearing, the Nebraska Power Review
Board, | and, | assume, the parties will refer
toit asthe Board or the PRB.

And Central Nebraska Public Power and
Irrigation District will be referred to as
Central or Petitioner.

And Dawson Public Power District will be
referred to as Dawson.

Citizens Opposed to the Merger, Greg and
LindaHeiden and Richard and Susan Waller, will
be referred to collectively as Citizens or
Protestants.

And the Citizens Opposed to the Merger,
the nonprofit corporation, will be referred to
as the Citizens group, at least by me.

So | will use those shortened versions so
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Page 10
you know the -- for the record what 1'm

referring to.

Central's petition, | believe everybody
here knows, would merge Dawson Public Power
District into Central.

Dawson separately filed a petition for
dissolution, conditioned on the PRB's approval
of Central's Petition for Charter Amendment 6.

As part of the proposed dissolution, the
board must conduct an investigation into the
reasons for the dissolution of adistrict. And
the board consolidated its investigation with
Central's proceeding that we're here today for
due to the integral nature of the two
proceedings. And athough Dawsonisa
necessary part of the merger, it is not
technically a part to the proceeding regarding
Central's Petition for Charter Amendment 6.

So that's, | know, getting a bit
technical, but | wanted to put that into the
record.

All the exhibits introduced at the last
portion of the hearing where we dealt
withstanding are part of the ongoing record for
purposes of this merit. So we might refer to

Page 11
them. They'll be part of the record for the

merits also. And those will not have to be
reintroduced. We do have some additional
documents to put into the record.

| think at this point, Mr. Degan, you
indicated you had an objection you wanted to
raise. | think thisis probably a good point
to do that.

MR. DEGAN: Yes. Thank you,
Tim.

On behalf of the Protestants, we would
request Commissioner Gottschalk to recuse
herself from these proceedings.

And that's based on two issues, the first
being that because she was not a seated member
of the board, nor participated in the earlier
session of this hearing, her knowledge of this
will necessarily be truncated because she did
not have the opportunity to hear the arguments
that -- that were made on the prior day of the
hearing.

I will concede that they are distinct
issues. But, nevertheless, sinceit isone
hearing, we have concern with somebody coming
in essentially part way through the process and
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Page 12 i . ) Page 13
1|then deliberating or voting on the ultimate 1|the evidence at the standing portion of the
2| meritsissue. 2| arguments.
3 Secondly, we have concerns that there's a 3 | believe that is correct; right?
4| potential bias here in light of Commissioner 4 BOARD MEMBER GOTTSCHALK: That's
5|Gottschalk's prior affiliation with the 5| correct.
6 |Nebraska Rural Electric Association and the 6 HEARING OFFICER TEXEL: Sol
7|advocacy that she did on behalf of that -- that 7|just would point out that, that she actually
8| organization, which includes Dawson as a 8|did.
9 9
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member, may color her version -- or her
decision in this matter.

So for those two reasons, we would
respectfully request Commissioner Gottschalk to
recuse herself.

HEARING OFFICER TEXEL: | would
just note that board member -- you can refer to
as commissioner, but technically we're aboard,
not acommission -- but that Ms. Gottschalk was
present at the hearing on standing.

Shedidn't sit asaboard member. She
wasn't aboard member yet. But she had been
appointed by the governor. She hadn't been
confirmed by the legidature yet. So she knew

| aso would point out, we in the past
have allowed board members that couldn't be at
aportion of a hearing to either read the
transcript or, if we have aWebEXx, they go back
and watch the WebEXx recording of the
proceedings or that portion of the proceedings.

We may have to do that with members here
because we have another member appointed by the
governor that will probably be -- well, that
nomination will come up for legidlature,
anyway, prior to the final decision on this.

So depending what happens with the
nomination at the legidature -- | won't make
any assumptions -- but that member would

25

cover myself in that | did attend those

23| or suspected she, you know -- at least hoped 23 | replace Chairman Reida on our board and be a
24|she would be approved by the legislature, so 24| necessary part of the board.
25 | she was present. So she was -- she did hear 25 So | would just point out those factors
Page 14 Page 15
1|for the recusal. 11 meetingsin anticipation that this hearing was
2 The recusal itself is up to the board 2| going to be moving forward and | would be
3|member. So | won't, you know, make any call on 3| seated during the decisionmaking process. So
4|that. But | wanted to point out those -- those 4|it was important for me to hear both sides of
5| points. 5|theissue.
6 And | guess | would also point out that | 6 And with my separation from NREA being two
7| believe Ms. Gottschalk hasn't been with the 7|years, more, one of the thingsthat | did for
8| NREA for two years? 8|them, | was their government relations
9 BOARD MEMBER GOTTSCHALK: Two 9|director. | did their lobbying efforts.
10|years. 10 | did not work for Central or for Dawson.
11 HEARING OFFICER TEXEL: So there 11| advocated on behalf of a collective group.
12 |is some separation. 12 Now, having said that, now that | no
13 I'd also point out that the Nebraska 13]longer work for the Rural Electric Association,
14| Supreme Court has said that board members have 14| my opinions are my own, and my ability to
15 |a presumption of -- I'm trying to think of the 15| analyze the data that's presented before me, |
16 |exact word but that they are not biased, that 16 think | can do very well in an unbiased manner.
17 |they will fairly carry out their duties without 1711 feel very comfortable staying in my seat.
18 |any hias and keep an open mind unless thereis 18 MR. DEGAN: Okay. Thank you.
19 reason to show otherwise. 19 HEARING OFFICER TEXEL: So your
20 And with that, I'll turn it over to 20| decisionisto --
21| Ms. Gottschalk to analyze it or make her 21 BOARD MEMBER GOTTSCHALK: Not
22| decision. 22| recuse myself.
23 BOARD MEMBER GOTTSCHALK: | 23 HEARING OFFICER TEXEL: -- not
24| guess Tim covered alot of pointsthat | would 24 |recuse yourself?

25

MR. JARECKE: Mr. Texd, if |
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can add one comment to Director Gottschalk's

comments.

HEARING OFFICER TEXEL: Yes.

MR. JARECKE: | would -- | would
certainly parallel those comments. But | think
it's also been pointed out that Central was not
amember of the Nebraska Rural Electric
Association at any point during Kristen
Gottschalk's tenure nor presently. And the
pending application is up, of course, for
Central.

HEARING OFFICER TEXEL: Centra
was an associate member of the NREA, weren't
they? Or were they a-- not amember at all?

BOARD MEMBER GOTTSCHALK:
My memory may not serve me correctly.

MR. JARECKE: Maybe an associate
member, which is -- but in terms of avoting
delegate, they were not.

HEARING OFFICER TEXEL: Right.
Okay. | just -- they're -- | wanted to clarify
if there was some relationship. I'm not sure
my recollection was they might be an associate
member, but they weren't a-- and | don't know
what an associate member hasto do. But they

25

. . Page 17
weren't a dues-paying, voting member, as you

said, of the NREA?

MR. JARECKE: That is correct.

HEARING OFFICER TEXEL: Okay.
So | guess| don't say it and you say it, your
decisionis?

BOARD MEMBER GOTTSCHALK: I'm
going to stay and not recuse myself for the
issue.

HEARING OFFICER TEXEL: Okay.
Okay. Noted for the record.

MR. DEGAN: Noted. Thank you.

BOARD MEMBER REIDA: Tim, this
is Frank.

HEARING OFFICER TEXEL: Yes.

BOARD MEMBER REIDA: | havetwo
questions. First of dl, if Kristen -- and
she's not recusing herself, if sheisinvolved
with our deliberations and we're wrong, is that
reversible error?

HEARING OFFICER TEXEL: I'm not
sure exactly what the court would do because
there's other members.

I'm guessing that the party that's unhappy
with the decision could claim that she swayed

1
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3
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. .Page 18
the vote one way or another. Otherwise, sheis

one member and not a mgjority of the board.

And if -- you know, if it's a unanimous
decision, the court could find that it's
harmless error because there's many other votes
for it.

Probably the argument would have to be
that she was aleading factor that swayed the
other board members to her belief.

So | think that's the analysis the court
would use. There would need to be some kind of
evidence -- or indication of that. But | don't
think necessarily it'sreversible error. But
the court could probably arrive to that,
depending on the argument.

BOARD MEMBER REIDA: My second
question is, in the event that my replacement
is named and goes through the natural resources
of the legislature and we have not yet reached
adecision, does that -- then my replacement
would then read the transcript and be the
person who would vote; is that correct?
HEARING OFFICER TEXEL: It would

be up to him. He'snamed. He's not gone
through the committee process yet, obviously

. Page 19
not through the full legislature for

confirmation yet.

So depending when in the process that
would bein relation to the decision on this,
it would be up to him if he wants to simply bow
out and not participate in the decision so it's
four board members.

Or he could either watch the WebEXx of this
or read the transcript or both, depending on
what he would want to do.

BOARD MEMBER REIDA: Okay. But
clearly | would not have avote; is that
correct?

HEARING OFFICER TEXEL: Not if
the legislature had confirmed your replacement
by that point. And ]| --

BOARD MEMBER REIDA: Okay.
Thank you.

HEARING OFFICER TEXEL: -- don't
know. That's atiming issue we'd haveto
address at that point.

MR. JARECKE: Mr. Texd, is
there an opportunity for the legislature to
allow Director Reidato complete this task?
Could that be a condition of the appointment?
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1 HEARING OFFICER TEXEL: They - | 1 So there's alot of factors that come into
2|they either vote on -- up or down on the 2|play. Butit'sup to -- mostly up to the chair
3/ nomination. So they don't -- they don't put 3| of the natural resources committee and the
4lany conditionson it. I've never heard of the 4 |speaker how the timing works.
5 |legidlature putting a condition on anything. 5 Isthat clear?
6 The only way we could do something like 6 MR. JARECKE: Yes.
7 |that would be to ask them not -- to ask the 7 HEARING OFFICER TEXEL: | don't
8 | speaker or the committee not to place it on the 8| have any more information than that because
9 9

10
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24

agendato vote on until after this decision.

| don't know what the speaker's reaction
would beto that. We could ask if it's
necessary. But we've never asked them for
something like that.

The committee right now is thinking about
March 1st or 2nd for the committee portion of
the nomination process. | have no idea how
long after that the full legislature would put
on the agenda. That's up to the speaker.

Usually it goes on about aweek or so
after the committee actsonit. And if the
committee does an executive session after their
nomination hearing, they could take a week or
two to decide. And then it would go to the
full legidlature. And then the speaker

it's up to them.

MR. JARECKE: Yes.

HEARING OFFICER TEXEL: Okay.
All right.

So I'm going to go through afew more
preliminary things here if you will indulge me.
And after holding athird prehearing conference
in this proceeding, as the hearing officer, |
issued a prehearing order. Parties are well
aware of this.

Under the scope of the hearing section,
the order identified five core issues or
findings that the board will need to addressin
this proceeding.

And | will -- after I'm done, | will offer
that third prehearing conference order into the
record. The parties have already indicated --

10
11
12
13
14
15
16
17
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Neither party objected to that. Sol do
have a certified copy of the third prehearing
conference order that | issued that set out
some stipulations and core issue findings.
It's been marked as Exhibit 20.
So without any objection -- and | think
both parties indicated there wasn't any -- |
will accept Exhibit 20 into the record.
(Exhibit 20 is made a part of
this record and may be found
separate.)
BOARD MEMBER HUTCHISON: Tim?
HEARING OFFICER TEXEL: Yes.
BOARD MEMBER HUTCHISON: Canyou
summarize for us what those five issues are, or
is there another time where we can do that?
HEARING OFFICER TEXEL: | was

25| decides. 25
Page 22
1|well, | guessat this point, why don't | just 1]going to go through them now.
2| offer this. 2
3 We have the third prehearing conference 3|right.
4 |order. | aready told the parties | planned to 4
5 |offer this. | know it would be part of the 5
6| record if there's an appeal. But | want to be 6| after the evidence. That'swhy | said if
7|ableto citeto this at the order because it 7
8| has exact languagein it. 8|five core issues identified and then the
9 9
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Page 23

BOARD MEMBER HUTCHISON: All

HEARING OFFICER TEXEL: | was
deciding whether or not to put it in before or

you'll indulge me, I'm going to go through the

stipulations that are in the order.
BOARD MEMBER HUTCHISON: Okay.
HEARING OFFICER TEXEL: | know
they'rein the order. The board will see them.
But | kind of wanted the board's mind set
because I'm not sure the board has seen them so
that the board members can hear these while
they're looking at the evidence. That's why
I'm going through them now --
BOARD MEMBER HUTCHISON: Thank
you.
HEARING OFFICER TEXEL: -- even
though they're in the order.
So first of the core findings is whether
approval of Central's Petition for Charter
Amendment 6 would be contrary to the best
interests of the district pursuant to Neb. Rev.
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Page 24 Page 25

1| Stat. Section 70-664. 1 There are other findings. Those aren't an
2 Second, whether approval of Central's 2|exhaustive list. There's other issues brought
3| Petition for Charter Amendment 6 would 3|up by the Protestants the board will have to
4|jeopardize and impair the rights of creditors 4|find, but those are findings that, regardless
5|of thedistrict or of other persons under Neb. 5| of whether there's objections or even if
6| Rev. Stat. Section 70-664. 6|there's opposing parties, the board has to find
! Third, in order to approve the petition, 7lin amatter like this.
8|the board must find that either more than 50 8] And the parties aready agreed with those
9 9| core issues that arein the order.
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percent of Central's customers arerural or

that Central engages in furnishing electric

light and power and is in the business of
owning and operating irrigation works pursuant
to Neb. Rev. Stat. Section 70-612(1)(b),

small b.

Four, whether the interests of rural users
of electricity or users of irrigation water
service will be prejudiced by approval of
petition -- | did not put the citation down for
that -- and what effect, if any, doesthe
exclusion of the statement that the district
lacks the power to issue general obligation
bonds have on the -- on the board's decision
regarding approving or denying the petition
pursuant to Section 70-605(5).

So that's the core findings.

And then the stipulations section of the
third prehearing conference order, it sets out
six additional stipulations.

First, the parties stipulated to the
admissibility and contents of a memo dated
January 12th, 2023, written by Sara Birkett,
the board's staff paralegal, addressed to
myself, Tim Texel, in my capacity asthe
board's executive director and general counsel.

The memo detailed her research findings
regarding the background facts concerning Neb.
Rev. Stat. Section 70-604(5).

That statute requires public power
districts and public power and irrigation
districts to include a statement in their
charter that they do not have the power to
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issue general obligation bonds.

The memo explains that the statute was
enacted in 1933 and that the original version
did not include the language regarding general
obligation bonds.

| believe the statute in 1933 only
addressed that they did not have the power to
tax.

That -- the new language dealing with
general obligation bonds was added to the
statute in 1937.

The memo also tells the executive director
the total number of districts charters that
currently do not contain the required language
regarding general obligation bonds.

That's arecap summary of that memo. And
| would offer the memo, which has been marked
as Exhibit 19, into evidence.

And the parties already indicated to me
they do not object to that asto its
admissibility and contents.

MR. DEGAN: No objection.
HEARING OFFICER TEXEL: Okay. |
will accept Exhibit 19 into the record.

i1l
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(Exhibit 19 is made a part of

this record and may be found

separate.)

HEARING OFFICER TEXEL: The
parties are free to use that memo to argue as
they will on the repercussions of that. But
that sets out the foundation of facts.

Second stipulation, the parties stipulated
that since Central's Petition for Charter
Amendment 6 would configure its subdivisions
following county and/or precinct boundaries,
the requirement to ensure that the district
subdivisions as proposed in its Petition for
Charter Amendment 6 contains substantially
equal -- equal population set out in Neb. Rev.
Stat. Sections 70-604(6) and 70-612(1)(a), do
not apply in this proceeding.

Instead, the provisions of Section
70-612(1)(b) are controlling. And that -- so
that stipulation isin the record, too.

Third, the parties stipulated pursuant to
the requirements of Section 70-612(1)(b) that
Central's charter territory, both currently and
as proposed, in the petition includes al or
part of two or more counties. That's afinding
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1|the board has to make. 1|lawsuit filed in the Phelps County District
2 The parties -- fourth, the parties 2|Court. And those issues are not before our
3| stipulated pursuant to Section 70-612, again, 3|board. That'sfor the court to decide.
41(1)(b), that more than 50 percent of Central's 4 So those are the stipulations that |
5|customers, both currently and as proposed, are 5|wanted to go through.
6|rura customers. 6 I would note for the record that Board
7 Fifth, the parties stipulated pursuant to 7|Members Vice Chair Hutchison and Mr. Moen and
8| Section 70 -- and thisis the same statute, 8|Ms. Gottschalk are here in personin the
9 9
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70-612(1)(b) that Central, both currently and
as proposed in the petition, isin the business
of owning and operating irrigation works.

Sixth, the parties stipul ated that
assuming there was no Open Meetings Act
violation involved, that the motion to file the
Petition for Charter Amendment 6 with the Power
Review Board was authorized by an affirmative
vote of three-fifths or more of al the
directors of the district as required by
Section 70-662.

This stipulation in no way concedes any of
the parties' positions on the validity of the
underlying vote or whether there was a
violation of the Open Meetings Act.

It isthe board's understanding that the
Open Meetings Act issues will be addressed by a

25

hearing room.

Board Members and -- Chairman Reida and
Board Member Bridget Peck are participating via
WebEX videoconference today.

And the parties were informed of that
prior to today and did not object to this
procedure.

| also wanted to let the parties know that
Board Member Peck will need to step away from
the hearing for a short time this morning, we
believe less than an hour. Her employer
somewhat unexpectedly required her to attend a
work meeting today. And we will announce when
she leaves and when she returns.

But she will either watch the WebEx
recording of the proceeding when she's absent
or read the official transcript or both before
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participating in the decision in this matter.

So she will get caught up to speed with
anything she would miss during that time period
she steps away.

BOARD MEMBER REIDA: Tim, this
is Frank.

Say, can you, by any chance, take that
preconference order and make a copy of it and
email it to me?

HEARING OFFICER TEXEL: | can.
| have it on my computer. | just haveto go
down to my office and send it to you.

MS. BIRKETT: | candoit.

BOARD MEMBER REIDA: If you can
have Rebecca do it or something.

HEARING OFFICER TEXEL: You
going to ask Rebecca through the chat to do
that?

MS. BIRKETT: It'sthethird
prehearing conference order; correct?

HEARING OFFICER TEXEL: Yes.

MS. BIRKETT: It'sdone.

HEARING OFFICER TEXEL: And
there's --

BOARD MEMBER REIDA: And then

. . Page 31
just with regard to the -- whether or not they

can issue GO bonds, with -- | think what you
said was that they agreed that the memo exists
but they can have witnesses present evidence as
to what that means; isthat correct?

HEARING OFFICER TEXEL: They can
argue as -- as to the relevance, significance,
impact of that.

But they stipulated to the admissibility
and the contents of the memo, asfar as the
background facts.

And then I'm sure the parties will make
their arguments based on those facts.

Does that answer your question, Chairman?

BOARD MEMBER REIDA: Right. So
they -- dl they stipulated to was that the
memo exists. They can call witnesses or
whatever to provide their -- their position as
to what that means; isthat correct?

HEARING OFFICER TEXEL: Yes. |
don't know if they're calling any witnesses on
that. But they can certainly make legal
arguments on the significance of the language
not being in the charter, whether it needsto
be at this point or what -- what their
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1larguments will be. Yes, they could call 1|stipulation reached between the parties that |
2 |witnesses, certainly make legal arguments based 2|will read that was part of our prehearing
3|on what's in the memo. 3| conference.
4 BOARD MEMBER REIDA: Okay. 4 HEARING OFFICER TEXEL: AndI'm
5| Thank you. 5|going to interrupt you just a moment,
6 HEARING OFFICER TEXEL: And 6|Mr. Jarecke. | apologize.
7 |thereis a-- why don't we go off the record 7 But | just thought I think the board
8|for just amoment. 8| members remember -- it's been alittle while,
9 9 |the board members remember which counsel is
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(An off-the-record discussion was held.)

HEARING OFFICER TEXEL: WEell go
back on the record.

All right. All right. That isthe
preliminaries. So | know there were quite a
few to go through.

Anything else from the parties?

I think the -- before we go to opening
statements, the parties indicated you were
going to put in some exhibits at this point.

MR. JARECKE: Yes.

MR. DEGAN: And, aso, Counsdl,
do we have additional stipulations? Y ou want
to get that at this stage or --

MR. JARECKE: Yes. Prior to
going to the exhibits -- thank you,

Mr. Degan -- there was an additional

whose? Or do you want them to introduce

themselves again for today's hearing?
Okay. | wasn't sure becauseit's been a

couple of months. And I'm sorry to --

MR. JARECKE: Sure.

HEARING OFFICER TEXEL.: -- break
in, but if the board members were unsure to
remember who represents whom, | wanted to
address that.

Ms. Peck or Chairman Reida, do you need
the attorneys to reintroduce themselves?

BOARD MEMBER REIDA: No. I'm
fine.

HEARING OFFICER TEXEL: Okay.
And | see Ms. Peck shaking her head no. So
we're good to go. I'm sorry, interruption.
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MR. JARECKE: Not aproblem.

Maybe for the benefit of the audience and those
listening, I'm Dave Jarecke.

Seated next to meis Ellen Kreifels.

We're both from the Blankenau Wilmoth Jarecke
Law Firm. Our law firmis here representing
both the Central Nebraska Public Power and
Irrigation District and Dawson Public Power
District with respect to its petition to

dissolve.

Kurth Brashear is here of the Rembolt
Ludtke Law Firm representing solely Central
Nebraska Public Power and Irrigation District.

But thank you for that.

MR. DEGAN: Mike Degan on behalf
of Kutak Rock. I'm al by my lonesome here on
behalf of the Protestants.

HEARING OFFICER TEXEL: And |
would just announce next to Mr. Brashear is
SaraBirkett, our staff paralegal for the board
that is operating the WebEX.

And, also, | wanted to clarify, again,
if -- if members of the public are on --
watching by WebEx, since thisisaformal
evidentiary hearing, it operates similar to a

. Page 35
court. You cannot put anything in the chat

that we will read. It won't be read to the
board members or me. And you won't be unmuted.

The only participants today, likein a
court -- thisis an administrative tribunal,
but like a court, you can't speak unless you're
an attorney, board member, hearing officer or a
witness.

So the members of the public, unlike a
public hearing, can't just say their peace.
Thisisaformal evidentiary hearing.

So | want to draw that distinction. If
somebody watching on WebEx is confused by that,
think of it like a courtroom, you can't just
raise your hand and speak in the middle of it
unless you're a party or have some relationship
toit. Sowanted to avoid any confusion on
that.

So with that, | think we're ready for
exhibits.

MR. JARECKE: The-- actualy,
welll read the stipulation.

HEARING OFFICER TEXEL:
Stipulations, I'm sorry.

MR. JARECKE: And| -- again,
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1|this was agreed upon between counsel at the 1this Power Review Board.
2 |pretrial hearing. 2 However, again, that newly consolidated
3 The parties stipulate that the two boards 3| district, the Platte River Public Power and
4| of directors are bound today and intend to be 4|Irrigation District, would have -- and we
5|bound as a combined board upon Power Review 5|recognize that it would have the authority to
6 |Board's approval but recognize that the Platte 6 |modify that agreement if it so felt necessary.
7|River Public Power and Irrigation District 7 MR. DEGAN: Well, | would just
8| board has to take additional action to 8| clarify. It's more than modify. They would
9 9| have to -- once the new board is constituted,
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implement and effect the terms of the Plan of
Consolidation.

HEARING OFFICER TEXEL: So when
you say that's -- that they're bound, they're
bound to follow what's in the -- or they intend
to be bound what's in the Plan of
Consolidation? Isthat what that stipulation
references?

MR. JARECKE: I'll speak to my
interpretation, and Mr. Degan can clarify.

| believe the stipulation was that the
present boards, which are still independent
today, both the Central board and the Dawson
board, are presently bound by that Plan of
Consolidation and have the intention to
continue to be bound as they move forward,
assuming that thereis, in fact, an approval by

they'll have to enact bylaws that would
incorporate those elements. So until that
happens --

MR. JARECKE: | think that's an
accurate statement, yes.

HEARING OFFICER TEXEL: AndI'm
sorry to -- but what | wanted to -- and | think
you answered my question. What | wanted to
clarify wasif it was referencing the Plan of
Consolidation or broader than that.

And | think | have that answer. So thank

you.

MR. JARECKE: Okay.

HEARING OFFICER TEXEL: Andwas
there another stipulation?

MR. JARECKE: Theonly --if you
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wish to address your witnesses, we could

clarify that.
MR. DEGAN: Yes. Thank you,
Counsel.

Just in the interest of expediency, |
believe we have a stipulation that it is not
necessary for meto call each of the individual
Protestants.

One was serioudly injured in a car
accident and is unable to testify.

But in the interest of avoiding
duplicative testimony, we will have a
representative from the Citizens who will
testify and that in -- in light of this
agreement, that the Petitioners won't raise any
issue that the individual Protestants have
defaulted or waived any of their positionsin
this protest by not -- by not testifying.

MR. JARECKE: That isagreed.

MR. DEGAN: Isthat fair?

MR. JARECKE: Yes,itis.

MR. BRASHEAR: That'sfair.

HEARING OFFICER TEXEL: Okay.
Thank you.

MR. JARECKE: Now | think were

L Page 39
ready for exhibits.

And so the Petitioners -- or effectively
Central will be offering Exhibits 20 -- excuse
me, 21 -- 21 through 45, | believe, without
exception -- asto that collective group, with
asingle exception.

Exhibit 39 is aletter from Parker
Schenken who will be called as an expert
witness on behalf of Central. And Mr. Degan
will be reserving al objections with respect
to Exhibit 39.

MR. DEGAN: Yes. | mean, it --
and in general, well, we're reserving all
objections to expert reports.

MR. JARECKE: That's-- his
|etter's the only document that addresses that.

MR. DEGAN: Oh, potentially the
Phase 2 report.

MR. JARECKE: Okay. Add that if
you wish.

HEARING OFFICER TEXEL: Whichis
the Phase -- which exhibit is the Phase 2
report?

MS. KREIFELS: 22. 22.

HEARING OFFICER TEXEL: Okay.
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1 MR. DEGAN: But, yeah, with that 1 MR. JARECKE: You could say

2| clarification, we have no objections to the 2|they're collectively both, yes.

3|exhibits. But we reserve the right to object 3 MR. BRASHEAR: Centra and

4to any of the expert reports based on 4| Dawson.

5|testimony. 5 HEARING OFFICER TEXEL: Wdll

6 HEARING OFFICER TEXEL: And | 8|l -- Central and --

7|there's only one expert report, Mr. Jarecke? 7 MR. JARECKE: Yes. Central and

8 MR. JARECKE: Arguably thereare | 8|Dawson.

9/two. Exhibit 22 will be -- it -- 9 HEARING OFFICER TEXEL: -- are
10 HEARING OFFICER TEXEL: Okay. |10|the --
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MR. JARECKE: --istitled the
Phase 2 report, does come from Power System
Engineering, the consultant utilized by Dawson
and Centra in this matter.

HEARING OFFICER TEXEL: And
we've already pointed that one out so --

MR. JARECKE: Wehave. Infact,
it was -- yeah, | believeit's been referenced
several times.

And then Exhibit 39 is aletter from
Parker Schenken. But | believe that letter
will essentially mirror histestimony.

HEARING OFFICER TEXEL: Okay.
Those are -- those are Central's exhibits or

MR. JARECKE: Correct.

HEARING OFFICER TEXEL: There's
a separate list from the Citizens then; right?

MR. DEGAN: Yes.

MR. JARECKE: That is correct.

HEARING OFFICER TEXEL: Okay.
So | can accept Exhibits 21, 23 through 38 and
40 through 45 into the record then; right?

MR. DEGAN: Yes.

HEARING OFFICER TEXEL: | will
exempt 22 and 39.

MR. JARECKE: That is correct.

MR. DEGAN: That isright.

HEARING OFFICER TEXEL: Excuse
me. Okay. So I'll accept Exhibits 21, 23
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both parties?
Page 42

through 38 and 40 through 45 into the record.

(Exhibits 21, 23-38 and 40-45

are made a part of thisrecord

and may be found separate.)

HEARING OFFICER TEXEL: And then
Citizens have exhibits?

MR. DEGAN: So at this stage,
because of the exhibits that have been marked
today, we're going to need to renumber our
exhibits.

So | would suggest just at this time that
we record that we have a stipul ation that, of
the exhibits that we have marked on our exhibit
list or identified on our exhibit list, that
there's reciprocal stipulation from the
Petitioners that there's no objection to those
exhibits with the exception of the expert
report, which is Don Wendell's report.

So, Counsel, do we have that stipulation?

MR. JARECKE: We do.

And just to clarify, the -- the other
agreement is a -- the hydro is the redacted
version.

MR. DEGAN: Oh, yes. Sowith
that stipulation, we also have a stipulation

Page 43
that -- to the extent that we use a Power

Purchase Agreement that was disclosed pursuant
to a confidentiality agreement with the
districts, that we will not use that document
in its entirety but we've agreed only to submit
three pages if we do offer -- if we do end up
using it with any testimony.

Isthat fair.

MR. BRASHEAR: That isfair.

That is correct.

HEARING OFFICER TEXEL: Soare
we going to renumber -- are you going to
renumber them later, then we'll put them in the
record after -- after abreak --

MR. JARECKE: Wewill, right.

HEARING OFFICER TEXEL: --or
something like that or after lunch or
something?

MR. JARECKE: Right. The
stipulation is correctly stated.

HEARING OFFICER TEXEL: Okay.
Just wanted to make sure we remember to --

MR. DEGAN: Mark them and get
themin.

HEARING OFFICER TEXEL: --to
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1| re-mark them and get them into the record lithe building's, | believe, locked, and if
2 |before we would adjourn today. Evenif we 2|somebody leaves, you can't get in. It'snot a
3| continue tomorrow or Friday, I'd like to get 3| public building.
4|them into the record today -- 4 Wecan stay past 5:30. If we need to, let
5 MR. DEGAN: Okay. 5 me know when it gets close because | need to
6 HEARING OFFICER TEXEL: -- sowe 6/ notify security that we are going to bein here
7| don't overlook that. /| past 5:30 when the building's no longer public.
8 MR. DEGAN: Absolutely. 8/We can do that. But they ask to be notified.
9 9
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MR. JARECKE: On that point,
Mr. Texel, and, really, for the benefit of the
directors, regrettably, | do believe this will
be athree-day hearing.
HEARING OFFICER TEXEL: We have
the room reserved for all day today, tomorrow
till approximately one to two, depending on the
board members' schedules, and then Friday from
9:30to 5.
We do have ahard bresk Friday at five.
The -- so we have to stop at five o'clock on
Friday. That'sthe only hard stop we have,
somewhat open, depending on the board members
tomorrow. So that's -- that's the schedule.
We can go past five today, depending on
counsels, court reporter and the board members.
After 5:30, | would want it to be known

So with that, let the parties know. And
so the public that's here, if you'd leave after
5:30, you can't get back in. You haveto have
one of uslet you back into the building. So
you don't really want to leave after 5:30.
That's the main point of that.

All right. So --

MR. JARECKE: I think we're
ready to proceed.

HEARING OFFICER TEXEL: All
right. The parties have agreed at our
preconference hearings that we would have
opening statements.

The board typically doesthat in all
contested proceedings where there's opposing
parties.

We agreed to have it be limited to 15
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minutes.

There will be closing statements, too.
The board and counsels, after seeing how much
evidence thereis, will decide on thetime
limit for that. We won't set that now.

So with that, | would let Central have
their opening statements.

MR. BRASHEAR: With permission,

given WebEXx, I'll move to the witness stand, if

that's all right.
HEARING OFFICER TEXEL: Sure.
That's fine.
BOARD MEMBER PECK: Tim, thisis
when | have to step out to go to my meeting.
So I'll be back just assoon as| can.
HEARING OFFICER TEXEL: Okay.
And that's Ms. Peck, one of the board members.
Andit's 9:45. And shewill be stepping out.
And we'll announce when she comes back.
Thank you.
BOARD MEMBER PECK: Thank you.
MR. BRASHEAR: Mr. Chairman,
Members of the Power Review Board, Counsel,
good morning.
My name is Kurth Brashear, as previously

. . ) Page 47
said, with Rembolt Ludtke Law Firm representing

Central, joined today by Dave Jarecke and Ellen
Kreifels, who are also representing Central and
representing Dawson.

It isaprivilege to address you on behal f
of the Central Nebraska Public Power and
Irrigation District as Central, with the
support of Dawson Public Power District, asks
you to approve its Petition for Charter
Amendment 6 merging Dawson with Central to
create the Platte River Public Power and
Irrigation District.

In asking for your approval, the leaders
of these public entities, their elected board
members and general managers follow the
visionary path of those who at the start of the
last century desired a prosperous and fertile
south central Nebraska and undertook the work
necessary to make that areality.

Sinceits organization in 1933, Central
has achieved everything those involved in its
establishment, as well as those who first
conceived of the project decades before that,
hoped for.

It has reliably and consistently delivered
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1lvital water for irrigation to benefit 1|reservoirs every year that produce major
2| agriculture, our state's most important 2| economic benefits to area communities.
3|industry, not to mention the families, 3 And it ensures environmental benefits are
4|communities and institutions of south central 4|recognized and realized throughout much of the
5| Nebraskathat are so reliant upon it. 5| Platte River Basin.
6 As expected of a public entity, Central 6 Central impacts the daily life of over
’Ihas donethis at low cost to itsirrigation 7180,000 Nebraskans who reside in its six
8| customers because the majority of itsrevenues | 8|counties, families who are sixth-generation ag
9 9
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from the start have been derived from
hydropower generation.

Central is achieving what it was
established to do and much, much more. Today
Central partners with producers who now use
surface water irrigation not as their primary
means of irrigation but to supplement the
center pivots they have, technology that did
not exist when Central was created.

Central generates clean hydropower, a
concept unknown in the 1930s, and supplies that
power to the needs of the people, throughout
Nebraska, not just locally.

Central engages with hundreds of lake
leaseholders who have homes and cabins around
its reservoirs.

It facilitates millions of visitsto its

producers and people who don't know the
difference between field corn and sweet corn,
bankers and business owners, feedlot operators
and teachers, pastors and bartenders.

Central manages our second most precious
resource, water, for the benefit of our most
important resource, our people.

The charter amendments being presented to
you today and the merger with Dawson that these
amendments, with your approval, will implement
both reflect the comprehensive nature of what
Central is, apublic power and irrigation
district and, with the addition of power
distribution to its operations, will enable
this consolidated district to benefit the
entirety of south central Nebraskain a
similarly comprehensive way.
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Make no mistake, thisis a significant

moment, one with long-lasting impact. These
proposed charter amendments reflect abold
course fully in keeping with the visionary idea
opposed by some at the time that resulted in
Central being organized at another significant
moment.

Asyou'll hear today in 2020, the
district's leaders saw an opportunity which
started asinformal conversations about the
sale of power amongst neighbors turned into
exploring ways that the districts could work
more comprehensively together, resource their
operations for a strong future, benefit their
customers more fully and enhance the region.

There were certainly elements that made
sense from the start. Both districts have
customersin Dawson, Gosper and Lincoln
Counties.

Dawson's charter territory essentially
overlaps Central's, meaning the workforces and
facilities of the districts are in close
proximity.

They share acommon interest in the
region. They know its needs. They'reinvested

L . Page 51
in its success, and they're aware of its

history.

True Nebraskans, the respective directors
of the districts, were interested in the
concept but also skeptical. Thisis certainly
fitting because, make no mistake, these are
strong public districts with over 450 million
in book value assets and additional -- annual
revenues approaching $90 million combined.

Both could continue to operate as they
have since the beginning with success. But
could they be stronger together? Could they do
more together?

Central and Dawson have much in common.
Both are integral to daily life, providing
resources for economic prosperity.

Both are focused on the needs of rural
Nebraskans, their primary customers.

Both place a high value on irrigation and
the availability of water.

Both are led by boards with demonstrated
commitment to their mission, deep knowledge of
the industries they operate in, years of wisdom
gained from experience and with clear-eyed
focus on what matters for their districts.
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1 The districts are financially prudent. 1| constituents and customers, as well as
2| They take seriously their obligation as public 2|identifying challenges they'd need to address.
3 |entities accountable to the public and 3 The districts determined what was required
4 |transparent with the public. And they value 4|legally to join together and what the
5|doing what's right, not what's easy. 5| parameters of doing so were, including this
6 These commonalities and the shared desire | 8|hearing today.
’|to strengthen south central Nebraska provideda | * Then starting in the spring of 2022,
8|foundation. From that, with intentionality and | 8|representatives began to discuss, explore,
9 9

prudence, the leaders of Central and Dawson
explored what was possible.

They established, asyou'll hear, a
four-phased process that had public check-in
votes of both boards throughout, ensuring that,
at key intervals, each district's board would
vote to determineif it made sense to continue
discussions or if their time was better spent
on their own mission.

Relying on their own experience in water
and their own expertise in water generation and
distribution, the districts engaged outside
consultants to evaluate the issues involved
with adistrict that would generate and
distribute power about governance and
operations, about facilities and finances and
to identify potential benefits to the

debate if and how Central could actually come
together.

Asyoull hear, they took on critical
topics, each of which by itself without
agreement would have ended the conversations,
the territory of this new district, governance
of this new district, representation on the
board of this new district, financial matters
for the new district.

And they discussed what name could best
represent a combined district and the public it
will be accountable to, to reflect a new
chapter of work together.

Throughout the nearly two years of work
done by the digtricts, their leaders engaged
with their constituents, made presentations to
the public, received feedback, welcomed
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conversations, facilitated comments and

conducted open houses.

The leaders of Central and Dawson resolved
the foundational topics, all of them, and
designed an exciting new district opportunity
built on their shared foundation.

The district they proposed for your
approval is one that will deliver surface
irrigation, distribute electrical power,
generate hydropower for use locally and for
sale beyond, recharge groundwater, enhance the
environment, provide recreational opportunities
and facilitate economic development.

Thedistrict envisioned is every bit as
bold as the plans that led to the formation of
Central 80 years ago.

Make no mistake, the vision that resulted
in Central was not unanimously supported in the
1920s when it was proposed.

In fact, there were producersin Phelps
and Kearney Counties who vocally opposed the
project.

Today, once again, some passionate voices
oppose the proposed charter amendments before
you.

And what do they object t0? Well, theyVe
publicly speculated about potential effects on
surface water. Their primary concerns --
concern seemsto be afear that they are losing
local control.

These voices will tell you that irrigation
is Central's primary purpose. Some might even
say it'sitsonly purpose. But that wasn't
true in the 1930s any more than it is today.

From the beginning, it was understood that
irrigation delivery would not financially
support the district, that power generation
would.

It is power generation that is Central's
primary source of revenue annually and has been
since the start.

And while irrigation customers were the
primary focus at the start, Central's
operations have created additional
stakehol ders.

Presumably no one in the 1930s considered
the possibility of groundwater recharge and the
connection between surface water and
groundwater that it reflects, a concept that
was not legally recognized in Nebraska until
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11the early 2000s. 11the trustee of those rights. But Central is
2 In fact, some opposing this petition have 2] owned by and accountable to the public.
3|publicly acknowledged that it is the 3 And it isthis public who elects the
4|groundwater recharge provided by Central that | 4|directors of Central, who elects those that
5|they want to ensure continues unchanged, a 5|they -- the voters determine in their judgment
6| benefit which they do not pay Central for. 6will best protect the interest of the district.
! Likewise, no onein the 1930s contemplated | * In electing these directors, the voters
8 |the interests and opportunities for recreation 8 |are giving them the authority and discretion to
9 9

that would arise from the creation of Lake
McConaughy and other reservoirs, nor were
environmental concerns an important
consideration; whereas, today, they are front
of mind.

In reality, | believe an incorrect
assumption underlies the small number of
opponents. And that incorrect assumption is
this: That irrigators own the water and that
irrigators control Central.

They do not.

As the state constitution makes clear, the
public, the people own the water, and it is the
public, the people who reside in Central today
to whom Central is accountable.

Theirrigators are Central's customers
and, for those who have surface water rights,

do what is best in their judgment for Central.

Given this authority and discretion, it
must be noted that no less than on 5 separate
occasions over aperiod of 23 months, at least
75 percent of Central's directors voted to
authorize the study, discussion, negotiation
and ultimately approva of the proposed merger
with Dawson that these amendments would
implement. Fivetimes.

It isironic that the protestants claim to
be losing local control due to such an
overwhelming demonstration of exactly that,
local control. Nevertheless, | want to address
their claim directly.

Firgt, it isincredulous to assert, as
Protestants do, that producers who live on both
sides of the line dividing Dawson and Phelps
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County and who both use groundwater irrigation

do not have the same interest in recharge.
You'll seetoday the common interest of those
producers.

Second, as you will hear, the combined
district, when fully implemented, will be
governed by a 14-member board of directors with
2 directors elected from each subdivision.

The Protestants tend to refer to proposed
Subdivisions 2, 4 and 6 as theirrigation
counties. So using their reference but without
accepting its validity, it is worth noting that
the geographic subdivisions that will be fixed
in the charter if you approve it of Central's
petition will be fixed in that charter and no
subsequent changes can be made to them with at
least one director from those subdivisions
voting in favor of those changes.

Similar requirements will exist for any
provisions requiring a three-fifths majority.

Consequently, the irrigation counties
effectively have aveto on actions requiring
any supermajority, including changing
representation on the board of directors.

Third is you will hear irrigators don't

Page 59
have control on the board of Central today. An

opinion from the Nebraska A ccountability and
Disclosure Commission prohibits any Central
director who is an irrigation customer of
Central from voting on irrigation-specific
matters, including the setting of irrigation
rates and the terms of standard agreements.

In short, the opponents don't seem to
recognize the current reality, nor the future
reality that would be embedded in the amended
charter.

The two district boards, however, were
coghizant of these and, through discussion,
negotiation and compromise, achieve a
governance model that takes into account all
interests, including that of theirrigators.

Central has been an incredibly successful
district, fully realizing the original vision
behind it and surpassing that.

Dawson has been an incredibly successful
district.

Today you are being asked to approve a
plan that will further alarger vision, one
that ties these districts together.

Asyou will hear, these amendments are in
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11the best interest of Central. Ll lrrigation District commencing on July 1st,
2 In January 1941, as George Norris flipped | 2{2023.
3|the switch to bring Central's Jeffrey hydro 3| Thank you.
4|plant online, he said, "Here for thefirsttime | 4 MR. DEGAN: Good morning. Asl
5|we are going to put the Platte River's 5|noted earlier, my nameis Mike Degan. I'mthe
6| wastewater to use for the benefit of usal, to 6|attorney for the Protestants in this matter,
“I'moisten our soil and produce cheap 7Iwhich consists both of the Citizens Against the
8| electricity." 8| Merger and the individual Protestants.
9 9

The leaders of Central and Dawson are
looking to fulfill Norris prediction, provide
water for agriculture, provide affordable
electricity and benefit al of the people of
south central Nebraska. During this hearing,
you'll hear how they plan to do so.

Named after the river that has been and
will continue to be central to the -- both the
region and the state, the timeisright for
this combined district to deliver for future
generations the promised benefits Senator
Norris so accurately described, moistening the
soil, producing cheap electricity, benefiting
the people of south central Nebraska.

Today Central and Dawson ask you to
approve anew chapter in their history, their
combination as Platte River Public Power and

| do agree with a couple of points that
counsel pointed out, and the primary oneis
being that Central hasreliably and
consistently delivered water. In fact, they've
done so for over 80 years.

All of the great things that counsel
alluded to in his opening statement about what
Central has accomplished has and is currently
being accomplished.

They are delivering water. They're doing
it effectively within their financia
parameters.

In fact, they've been so successful in
operating the district that they've accumulated
alarge reserve surplus approaching $100
million.

They have an operating margin on the order

© 00 N O O B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 62
of about 30 percent.

My clients like Central the way it is.
There's no need for this merger. There'sno
benefit from this merger. And that's why
they're here. They're here for the water.

Now, where | disagree with counsel is
characterizing my clients as customers. The
Protestants are citizens. They are residents
of the counties that currently form the
chartered territory of Central. And, assuch,
they very much have an interest in how the
district is managed.

They elect the directors. And ultimately
they have a direct interest as to whether or
not this consolidation should be approved by
this board.

So they are here as residents. And they
are here in support of the water.

| further disagree with counsel that our
only interest here is as surface water
irrigators. Although, I would note that the
Kingsley Dam and most of theirrigation systems
that currently are managed by Central were
built, constructed and are operated for the
purpose of surface water irrigation for
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agriculture.

The hydro units were constructed to
provide supplemental revenue streams to reduce
the cost of delivering water to the surface
water irrigators.

Now, over time, there have been additional
stakeholders that have an interest in the
water. Those include those that are interested
in the recreational use of Lake McConaughy.

There are those that have an environmental
interest in how those water flows are managed.
And, in fact, Central currently is obligated to
release certain flows in order to comply with
its FERC license.

So there are many stakeholders that have
an interest in the use of this water, which
would also include Central's wholesal e power
customers. But it's about the water. It's not
just about water irrigators.

But before | leave that point, they're not
just customers. They're ratepayers. And
ultimately that's going to be a key issue for
this board isto look out for the interests of
the ratepayers.

And, secondly, the water rights that
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1] Central manages belong to my clients. They're | 1 We believe the evidence that you will hear
2|the ones with the appropriated interest in the 2| over the next two to three days will establish
3|water. They're held in trust and managed by 3|that it's not only not in the best interest of
4|Central. But that's ultimately where those 4|Central -- and when we say Central, we mean all
5|water rights stem from. 5| of the stakeholdersin Central, al of the --
6 So counsel stated that the ultimate issue 6|the parties that are interested in water, how
7|that my clients haveislocal control. It's 7|that water is managed, how that water is either
8|not just local control. It's control. Who 8 |released or stored and how the reservoir and
9 9
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controls the water?

Now, this board is ultimately going to
have to decide whether or not this
consolidation isin the best interest of
Central. And we're going to be focusing over
these next three days on Central's interests,
not the combined entity. That's putting the
cart before the horse.

Before we start talking about the combined
entity, the primary issue we have is how does
any of this make sense from Central's
standpoint as we sit here today.

Secondly, this board needs to determine
whether or not any of the rights of other
persons, which would include the residents
within the chartered territory, are being
prejudiced.

the canals are maintained.

And, secondly, we believe that this
consolidation will be prejudicial to the
interest of surface water irrigators.

Now, | step back from the first point of
contention that we have, which is the loss of
control.

There is no dispute here that the current
board is answerable only to water users. Okay,
whether they're recreational water users,
whether they're surface water irrigators,
whether it's wholesal e power production from
the hydro units.

They currently have no retail electric
customers. So they don't have to take into
consideration how any particular decision will
impact aretail electricity customer.
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As aresult of this consolidation, that

will instantly change. So instead of having a
board consisting of 100 percent directors that
are managing Central for purposes of water use
and water use only -- and that includes the
hydros, but the hydros are being -- the energy
from the hydros is being sold simply to
generate revenue to support the irrigation
system.

After consolidation, the boards are going
to be merged. All of the existing board
members of Central, all of the existing board
members of Dawson are going to to become
directors of a combined entity.

So from my clients' perspective, we go
from having a board that's 100 percent managed
and directed and controlled by persons solely
having an interest in water, the day after this
consolidation, they will have to share
management of that water with directors that
have no experience with irrigation and whose
primary purpose up until the day of the
consolidation isto protect the interest of
their ratepayers who are retail electric
customers.

. i . Page 67
And that is the inherent conflict that we

have a significant problem with because we
believe the evidence will show over the next
three days that those interests aren't always
going to align.

In fact, we will argue at the conclusion
of the evidence that this board is going to be
inherently conflicted from day one because
practically any decision is going to either be
more of abenefit for a-- water users or more
of abenefit for an electric retail utility
customer.

And it's because of that inherent tension
that it isgoing to be, in our estimation, if
not impossible, extraordinarily difficult to
manage that board in a manner that's fair to
both sets of ratepayers because we have two
entirely different sets of ratepayers.

Dawson has no surface water irrigators.
Central has no retail electric customers.

Central sells electricity. And Dawson
buys electricity.

In addition to that, you'll hear testimony
that from the specific interest of surface
water irrigators, when Central was first
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11formed, it was primarily the three core 11 release water or decisions whether to store
2| counties that are known asthe Tri County area, | 2|water, and there are times when those aign.
3|Kearney, Phelps and Gosper. 3|And you'll hear lots of testimony about, in the
4 That's where the mgjority of Central's 4|peak of the summer months, thereis some
5|surface water irrigatorsreside. Andin 5|alignment certainly between releasing water in
6] recognition -- in recognition of that fact, the 6]order to irrigate and releasing water at the
71 Tri County area currently has 9 of 12 seatson 7| same time which will also benefit hydropower.
8|the current Central board. So the surface 8 But there are also periods where there
9 9
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water irrigators currently have roughly a
supermajority of the board.

After the -- if the consolidation goes
forward, eventually, after both sets of
directors are combined, as those directors
stagger off, there will eventualy be a
permanent 14-member board. And of that
14-member board, only 6 will come from the
Tri County area.

So from the perspective of surface water
irrigators, they go from having a supermajority
control of Central to being in a minority
position moving forward.

And when it comes to the conflicts that
we've talked about, whether it's conflicts over
water use -- and you'll hear testimony that
irrigation turns on decisions whether to

aren't those complementary situations. For
example, during off-season in winter months
when there is no need to release water for
surface irrigation but there's still going to

be a need to keep the hydros turning if this
consolidation goes forward.

So clearly it is not true that they will
always be complementary. And it'sthese
invariable conflicts that will arise that we
are concerned about.

In addition to the conflicts -- oh, one
last point on the protections. One of the
issues that we have and you heard counsel
allude to the fact that they're going to build
in certain protections with respect to the
substantial reserve fund that Central has and
certain protections with respect to how they're
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going to manage this combined district with the

two different legacy sides of the house, all of
those protections are contained in a
consolidation plan that, frankly, are nothing
more than aplan. They're not binding.

And the point hereis, isthat these
purported protections, which we do not believe
adequately protect us, but they weren't put in
the charter. And they certainly could have put
these protections in the charter if they were
serious about protecting the water users.

So we have to trust them. And the problem
with having to trust themisthisis my
clients only chance to convince this board not
to alow this merger to go forward because if
they don't follow through on what they say
they're going to do in their consolidation
plan, my clients will have no recourse because
this board's jurisdiction is simply to approve
or deny this application. There's no residual
jurisdiction to go back and police the merger.

An additiona problem that we have with
this proposed merger and the reason we do not
believeit'sin the best interest of Central is
that there's practically no value here to

Page 71
Central.

If you look at thisfrom avalue
proposition, Central is contributing Lake
McConaughy, areservoir that's worth 10s of
billions of dollars.

It's contributing four hydro units.

It's contributing the irrigation canals.

It has nearly $100 million in reserve fund
and no debit.

Dawson's contributing very little. Dawson
has debt.

Dawson's contributing its distribution
system. Dawson generates more revenues than
Central.

But at the same token, Dawson generates
very little margin between gross revenue and
net income.

So from Central's perspective, we see very
little here in terms of avalue proposition.

And we note that no value proposition or no
value assessment or valuation or fairness
opinion was done here.

There appearsto be very little analysis,
if any, that was done independently by Central
which would simply justify, hey, does this make

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1

24, (72 - 75)

2/15/2023
Page 72 Page 73

11sense, does it make sense that we're 1Imatters. It focused on employee benefits,
2| contributing all of these assets and all of 2| administration costs and a great deal of
3 |these benefits and getting practically nothing 3|discussion of integrating the electric systems
4linreturn. 4| between the two systems but nothing about
5 And these -- you know, these benefits, 5\water.
6|these assets, they're not just water 6 In fact, the only testimony you'll hear is
lirrigators. It'sal water users. These have ’Ithat Central relied on its own expertise with
8 been built up over 80 years of prudent 8| respect to water management without ever
9 9
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management of Central and the management of
these facilities that now have substantial

value and prudent management of the operations
that's allowed Central to set aside nearly $100
million for maintenance of its systems and
looking forward to a future FERC renewal.

So the purported benefits of this merger
have very little value to Central. And counsel
alluded to the study that was done by the PSE
group. And you'll hear alot about this. We
will ssimply point out that the report itself
reflects practically no consideration of water
management issues, no consideration of
potentia conflicts or potential management
difficulties between aretail utility and an
irrigation district.

Instead, the study focused on financial

setting out in writing either identifying these
potential conflict or identifying how they will
be managed in a consolidated entity.

The PSE study, the Phase 2 study as it
will be referred to, highlights potential
savings of alittle more than $11 million. And
those are primarily derived from one hydro
unit. It's known as the Jeffrey unit.

Right now Central sellsall of its
hydropower viaa PPA. That's how they've
always sold their power. They sell it on the
market on contracts that they can negotiate.
Those are coming due thisyear. They were
10-year contracts.

And the -- one of the justifications for
this consolidation is that when they put those
contracts out for an RFP, they're not seeing
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favorable pricing.

So the PSE study suggests that by -- by
integrating this Jeffrey unit into Dawson's
utility, it will create an asset that it can
use its power to serve a portion of its native
load.

Now, currently Dawson purchases all of its
power from NEG and T. But they havea 10
percent carveout.

So they're going to use that carveout.
They're going to use the energy from this
20-megawatt Jeffrey unit, and because they're
no longer buying power, those cost savings are
going to generate alittle over $10 million,
which are most of the savings, most of the
financial benefit of the consolidation.

But that's coming at the expense of
Central. Right now Central sellsthat power
and gets revenues that it usesto offset its
irrigation costs.

So that margin is going to now be gone
because it's ssimply going to be operated for
the benefit of Dawson and Dawson's retail
customers. So that's no benefit to Central.

There will aso be testimony about a

. . Page 75
purported rate stabilization. Well, we submit

Central doesn't need rate stabilization.

For 80 years, Central has effectively
managed its resources and has delivered
low-cost power. And they have plenty of tools
in the toolbox to continue doing that into the
future.

And we will submit and you will hear
testimony that there is nothing in any of the
financials or in any of the financial modeling
provided by Central which would suggest that
there's any need for rate stabilization.

Andit'snot just my clientswho are
concerned, that -- it's not just my clients
that have huge questions and are having
difficulty understanding how this merger makes
any sense from Central's standpoint. It
includes the dissenting members of Central's
board that were not in favor of this merger,
dissenting members of Dawson's board.

But, aso, you'll hear testimony from
members of a adjacent NRD and that that NRD
has, in fact, voted against this merger because
of the concerns that we haveraised. In
addition to awater group user that haslong
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1|worked in partnership with -- with Central is 1 MR. DEGAN: That wasin

2| also opposed to the merger. 2|reference to the Phase 2 study.

3 At the end of the day, while this merger 3 HEARING OFFICER TEXEL: Okay.

41 may make sense for Dawson, it doesn't make 41Did you state what that is, a PSE?

5|sensefor Central. And for that reason, we 5 MR. DEGAN: ltisa--

6 |would ask that you find that it's not in the 6 MR. BRASHEAR: Power Systems

7 |best interest of Central and it's not in the 7|Engineering.

8 best interest of Central's stakeholders and 8 MR. DEGAN: Power Systems

9lit's not in the best interest of surface water 9|Engineering. It'sthe name of the consulting

irrigators. Infact, it's prejudicial to them.

And for those reasons, we would ask you to
deny the application.

Thank you.

HEARING OFFICER TEXEL: Couple

points | would note, just for the record.
Mr. Degan mentioned FERC. | don't think you
said it's the Federal Energy Regulatory
Commission. Just so we put that in the record.

And you mentioned NEG and T, which isthe
Nebraska Generation and Transmission
Association, Inc. Just wanted to put in for
those unfamiliar with those or for the purpose
of appellate review, we have those entities
listed, not just the acronyms.

| think you might have said a PRE or PSE?

group that was hired jointly by the two --

HEARING OFFICER TEXEL: Oh,
that's a company, PSE?

MR. DEGAN: Correct.

HEARING OFFICER TEXEL: Okay.

MR. DEGAN: And| believe --
just for the board's edification, | believe
there will be testimony, are you calling --
certainly the report.

MR. JARECKE: The report will be
utilized. | don't know that Mr. Sonju will
necessarily be called.

MR. DEGAN: Okay.

HEARING OFFICER TEXEL: Okay. |
just wanted to clarify the acronyms so we have
those in the record.
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With that, | don't have anything further.

So we are ready for Central ?

MR. BRASHEAR: Call our first
witness.

MR. JARECKE: Yeah. And,

Mr. Texd, if | could just make one further
clarification and put it on the record, the
references made by counsel are obviously his
opinion, his argument, his opening statement.

But | think it's a misstatement on the
record that there will be any representation of
any authorized representative from an NRD
speaking on behalf of that NRD before this
board. There's no such resolution that's been
authorized.

MR. DEGAN: Wéll, | -- 1 don't
believe that was the representation | made.

The representation | made is there will be
testimony that the NRD had a meeting and voted
and passed a resolution.

MR. JARECKE: There'sno NRD
representatives that will be able to testify
before this board in that capacity.

MR. DEGAN: They will be
testifying in their individual capacity asto

. Page 79
what factually transpired at that board

meeting. But they will not be testifying on
behalf of the NRD. That | will agree and
concede.

HEARING OFFICER TEXEL: Okay.

MR. DEGAN: They'll be
testifying solely in their individual
capacities.

HEARING OFFICER TEXEL: Okay.
With that, it's Central's first witness.

MR. BRASHEAR: We would call
Dave Rowe to the stand, please.

HEARING OFFICER TEXEL: Dave?

MR. BRASHEAR: Rowe.

DAVID ROWE,
Called as awitness on behalf of CNPPID, being
first duly sworn, was examined and testified as
follows:

HEARING OFFICER TEXEL: Okay.
And could you state your full name and address
for the record.

THE WITNESS: It's David Rowe,
R-O-W-E. My addressis 16 Bass Bay Drive,
Johnson Lake.

HEARING OFFICER TEXEL: Okay.
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1| Thank you. 1 Q. How many years have you served as a
2 THE WITNESS: Yes. 2| director of Central?
3 DIRECT EXAMINATION s A. I've been on the board for 18 years.
4/BY MR. BRASHEAR: 4| Just was elected to the next six-year term.
5 Q. Mr. Rowe, good morning. 5 Q. Just selected in November of '227?
61 A. Good morning. 6 A. That iscorrect, yes.
7 Q. Would you please share your ! Q. And your current -- you mentioned
8| occupation that you're currently engaged in. 8|you're board president. That's your current
9 9
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A. I'm an ag producer, have irrigated
corn, soybeans, afafa
Q. And where -- where are you -- you've
given your address. But where are you from
originaly?
A. | graduated high school in Lexington.
| grew up on afarm near Darr. We go back 120
years, | guess.
Q. Soyoulivein-- thisisyour area
you grew up in that you live in now?
A. Itis, yes.
Q. What isyour relationship to Central ?
A. I'mthe current president of the
Central board. Also, obviously a board member.
Q. Soyou are adirector of Central?
A. | am adirect member -- or director
of Central, yes.

office?

A. That ismy current office.

Q. How long have you been board
president?

A. I've been board president for four
years and just elected to the next two-year
term.

Q. Haveyou held any other offices
during your time on the board of directors?

A. | wasvice president for six years.

Q. Mr. Rowe, what is your understanding
of Central's purpose?

A. Centra's purpose isto provide
surface water irrigation, to provide
groundwater recharge, to take care of public
interests al across the district.

[t'sto take care of Kingsley Dam
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It isrecreation.

It is environmental issues.

It's future possible economic devel opment.

Central isthelifeblood of central
Nebraska.

Q. During your time as director, how
well would you say Central has carried out that
purpose?

A. | think Central has done a fantastic
job. I'mvery proud to be amember of Central.
I'm very excited for the future of Central.

Q. Why would you say it'sdone a
fantastic job?

A. You know, we live and breathe
irrigation. We've -- to both of your points,
we've -- have -- the district has brought in
groundwater recharge.

Everyone in the state has something to
smile about with Central. It affectsall of
our lives, particularly the onesin central
Nebraska.

Q. Whoinyour opinion are the directors
of Central accountable to?

A. The-- the public, the people who
elected them.
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Q. And I'm sorry, | didn't ask, what

area of Central do you represent?

A. | represent Dawson County. I'mthe
only director in Dawson County.

Q. Inyour view or in your opinion, what
are the strengths of Central's board over these
last several years?

A. Weéll, | would say that the directors
combined have over 200 years worth of
experience and history on this board.

That -- this board knows water. | mean,
they know what they're doing. They are
successful in their own endeavors. They're
very forward thinking. I'm proud to be a
member of this board.

Q. Would you view Centra's board as
committed to the protection of water?

A. Absolutely. It'slike breathing. We
just -- that's what we do. It'sinnate to us.

We've been up against NRDs. We've been up
against other people to protect our water.
That's what we do.

Q. When you look ahead as a board member
for Central, what issues do you -- do you see
are top of mind for you?
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1 A. Wedll, | feel that if we're not moving 1 A. Absolutely, absolutely.
2|forward, we're moving backwards. 2 Q. When did you first learn about the
3 | feel that we can't be stagnant. | think 3| concept of even studying a combination of some
4|we were very blessed with alot of water inthe | 4|kind?
5|mountains these last few years. 5| A. Around 2-1/2 years ago. We were
6 | look for opportunities. Y ou know, 6|looking for power contracts. And we thought we
’|weve -- as aboard, have told Devin, open 7|should talk to our neighbors.
8|doors, go find things, go -- go explore, see 8| Q. Andwhat was your reaction when you
9 9

what elseis out there.

We have to move forward or maybe we
don't -- you know, maybe we don't survive.

Q. When you say Devin, you mean
Mr. Brundage?

A. Mr. Brundage, yes.

Q. When you say open doors, open -- | --
open doors to what?

A. Any opportunity that's out there.
Y ou know, if it's solar, if it's low-head
hydros, if it's a potential merger or
acquisition of a power company, just whatever,
just bring us back something, just keep your
eyes open, look, be aware of what's out there.

Q. Would you view this proposed merger
with Dawson Public Power as an opportunity in
that vein?

first learned about this possibility or at
least the idea was raised with you?

A. | wasvery, very excited. Wewould
have local -- local control, local generation,
local consumption. We'd have jobs for our
future -- future kids, our grandkids. It's --
it's very exciting for central Nebraska.

Q. | think you indicated your testimony
was 2-1/2 years ago perhaps you first heard
about that; is that correct?

A. Around that, yes.

Q. Would that be true for the board
overdl, in your view?

A. Yes. Theentire board.

Q. And what was the board's view in
terms of how this should be explored and
whether that should be made public or done

© 00 N O O B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

i Page 86
through conversations? Was there any

conversation about that?

A. Yeah. | believe Devin cameto a
board meeting or a committee meeting and --
which we have two of each month, open to the
public, and said, hey, thisis a possibility,
what do you think.

And so conversations went on. And we
decided to -- yeah, this makes sense, let's
hire a consultant.

And so we hired a consultant. And kind of
therest is history.

Q. What were the issues that the
district thought it needed to have outside
consultants on at that time?

A. Well, we wanted to seeif it was even
viable, seeif it made sense to anyone outside
of our boardroom and just seeif -- if there's
any reason to look forward.

Q. Did the board think it needed a water
consultant?

A. No. We have engineers, water
engineers, the directors.

We -- | would argue that the Central
Didtrict are the professionals. When people
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come from out of state or out of the country,

they cometo Central to learn about water and
how to use water.

Q. What would you say, Mr. Rowe, was --
where would governance fall on the list of
issues that the board was focused on at the
beginning?

A. Weknew that we were going to have
to, you know, tackle that one, we were going to
have to tackle the color of pickups.

We had a whole bunch of stuff that, you
know, how is this going to go forward, let's
work through this, let's talk about it, let's
seeif there's any traction here.

Q. Werethere any issuesin your view,
Mr. Rowe, that, if they had been proposed,
would have been an absolute nonstarter? Or
were there any nonnegotiables for Central, in
your view?

A. At the beginning, our minds were wide
open.

Water and the delivery of waskey. Likel
said before, that isinnate in al of uson the
board. | mean, that goes without saying.

Q. Sowould you view water asa

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1 28 (88-91)
2/15/2023
Page 88 Page 89
1|nonnegotiable -- impacting -- water isa 1|we've heard alot of surface water irrigation.
2|nonnegotiable? Or what do you mean by that? 2|Could we define that term for the record and
3 A. Absolutely it's a nonnegotiable. 3|what we mean by surface water irrigation?
4 And | do believe that Dawson understood 4 THE WITNESS: Sure. Well,
5|that, too. Ther€e's-- many of their directors 5|surface water irrigation is water that is not
6|areirrigators as well. 6 |pumped out of the ground in -- in reference to
7 | might add, | am a surface water 7|this. It'swater that could be stored in
8|irrigator; though, | do not get surface water 8/ McConaughy. It has appropriation. It's water
9|from Central. But | have a cabin lease with 9|that is attached to the ground.

Central. And we benefit from the mound, the
recharge that Central has created and so do the
Dawson irrigators and directors.

Q. Inyour view, how involved was the
board during this roughly two-year period that
led up to today?

A. Very. Every meeting we had on the
agenda a discussion about it. We talked about
it. We voted whether to go forward to new
phases. And every phase as we voted, we went
forward.

Q. Did you have conversations --

HEARING OFFICER TEXEL: Okay.
Can | interject just for amoment?

THE WITNESS: Sure.

HEARING OFFICER TEXEL: Could --

So inmy case, | have water rights that
are surface water rights. Andso | call it up.
And | go ahead. And | put it on my crops.

HEARING OFFICER TEXEL: Soit's
where the water comes from?

THE WITNESS: That is correct,
yes.

HEARING OFFICER TEXEL: Onthe
surface as opposed to the aquifer or
underground? It's not -- it's not based on how
you useit? It's based on where it comes from?

THE WITNESS: Correct. Yes,
yes.

HEARING OFFICER TEXEL: Okay.

THE WITNESS: In thisinstance,
absolutely, yes.
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HEARING OFFICER TEXEL: Okay.
Thank you. | wanted to define that term so we
know.
BY MR. BRASHEAR:

Q. Mr. Rowe, did you -- did you engage
with constituents, either that you represent
directly or constituents of Central, during
those two years?

A. 1 did. My Dawson County folks were
curious and very, very supportive and said,
hey, why haven't you guys done this along time
ago.

And | received phone calls from all around
the area, | presume because I'm president of
the board.

And there were some folks that were --
were opposed to it. And they may or may not
have listened. But they continue to be opposed
toit, whichisfine. You know, we all have
opinions.

Q. What reasons did, if you recall,
those -- those who said they were opposed to
it, what reasons did they give you for
opposition?

A. Control, their water. They did not
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want their water to leave the area. Why

change, it's been good forever.

Those are pretty much the main issues that
people would bring up. They'd have questions,
you know, governance gquestions and just -- just
across-the-board questions.

Q. Did -- was there engagement with
constituents throughout the two-year process,
or did it vary, or when did you have these
conversations?

A. We had these conversations, like |
said, at every board meeting, every committee
meeting.

We had open houses.

We had meetings with water users.

We've met with the NRDs.

We've met with alot of different
individuals. The door is aways open.

| told my board and Devin's staff that
from day one, we were going to be 100 percent
transparent, the door is always open, everyone
has my phone number, Devin's phone number is
posted everywhere -- | can't believe he does
that, but it is-- and just let's talk this
through, let's try to figure out what your
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concerns are and we will work through them.

HEARING OFFICER TEXEL:
Before -- before the next question, | want to
announce that Board Member Peck is back on.
She came back on at 10:34. So she ison WebEx
again. So we have the bookends for when she
left and when she has returned to watch this
proceeding.
BY MR. BRASHEAR:

Q. Mr. Rowe, how important is hydropower
generation to Central ?

A. Very important.

Q. And why isthat? Why do you say
that?

A. That'sthe mgority of their income.

Q. Do you have any concerns about using
hydropower generation within this new Platte
River Public Power District internally?

A. No. Zero concerns.

Q. And why isthat?

A. Weéll, the profitability beyond just
power sales contracts matches water
consumption, irrigation, surface water
irrigation consumption perfectly.

And what -- what will happen is we will

25
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shave the peaks off of the irrigation loads,

the expensive peaks, the expensive times that
water isor -- expensive electricity, which
matches right up with the time that the water
is used.

Y ou had mentioned that there is wintertime
releases. Well, yes, there are. There's --
everything that gets released out of McConaughy
is spinning the wheel and producing power.

Q. Mr. Rowe, counsel made acomment in
opening, if | -- | believe I'm close to right
on this, saying that Central's board today is
100 percent managed, directed and controlled
and solely hasinterest in irrigation today.

Not a perfect paraphrase but | think somewhat
close.

Would you agree with that statement?

A. No.

Q. Would you consider Central's board
today controlled by irrigators?

Controlled by irrigators?

Yes.

No.

Why do you say that?

Well, | think some people are under
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the misconception that Phelps, Gosper and

Kearney County which has nine directors between
the three of them have the ability to set rates
and discuss and work with irrigation.

Andinreality, we weretold afew years
ago that we can't do that because we're too
close, anything that has to do with irrigation,
if you're apart of it, that would affect your
bottom line, you're out.

Similar to me, | am aleaseholder at
Johnson Lake. And so when lease negotiations
or anything like that come up, I'm out of
there.

HEARING OFFICER TEXEL: When you
weretold that, is that pursuant to the
Accountability and Disclosure Commission's
Opinion --

THE WITNESS: Yes. With Frank
Daley, yes.

HEARING OFFICER TEXEL: -- |
think 205.

MR. BRASHEAR: At thistime,
we'd like to refer to, | think, Exhibit 42,
whichisin here.

And do we have a copy we --
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MR. JARECKE: We do.

MR. BRASHEAR: -- need to give
Mr. Rowe?

HEARING OFFICER TEXEL: Isthat
No. 205?

MS. KREIFELS: Yes.

HEARING OFFICER TEXEL: If my
memory is right.

MR. JARECKE: | thinkitis,
yes.

THE WITNESS: Thank you.

HEARING OFFICER TEXEL: | wanted
to clarify one point, too. | think -- | don't
want to go back and forth on it, but the --

Mr. Brashear said that all or ailmost al the
members of the board were irrigators. Isit a
majority of the board that are irrigators on
Central?

THE WITNESS: Yeah, | would say
the mgjority of the board is.

HEARING OFFICER TEXEL: Isita
supermajority, like, athree-fifths or --
two-thirds or three-fifths?

THE WITNESS: | would say --
yeah, | would say it s, yes.
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1 HEARING OFFICER TEXEL: Okay. llirrigator. But I'm not a Central customer.
2| Because my recollection is that's what 2 | have surface water. But | have surface
3|Mr. Degan had said in opening. As opposed to 3|water from other irrigation districts.
4the entirety of the board, | just wanted to 41 And so when we want to talk about the nine
5|clarify exactly what the numbers are. 5|that are in the core counties of the district,
6 THE WITNESS: But the difference 6in the charter counties, | believe there's
7lisis some of them are Central surface water 7|five, probably six of them that are surface
8| users as opposed to irrigators that use 8|water Central customers. Therefore, they're
9 9
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groundwater.
HEARING OFFICER TEXEL: Okay.
THE WITNESS: Does that make
sense?
Okay. No?
BOARD MEMBER HUTCHISON: No.
Can you clarify the difference, please? | just
to want make sure | understand who the board --
you know, what their relationships besides
being board members are to the district. And
can you just kind of go through what you're
aluding to and making sure | understand that?
THE WITNESS: Okay. Sothe
three counties -- Gosper, Phelps and Kearney

10

not allowed to have any discussion or any
results pertaining to irrigation.

MR. DEGAN: I'm going to object
to the conclusion as to what Opinion 205
requires. | think the -- I think 205 speaks
for itself.

HEARING OFFICER TEXEL: Wéll, to
the extent he gave an opinion asto what the
conclusion of the opinion is, I'll sustain
that.

We can draw the arguments from that based
on the opinion itself.

BOARD MEMBER HUTCHISON: Can --
so my understanding --

25

understand the Protestants' counsel's

23| County -- have nine directors. And there's one 23 BOARD MEMBER REIDA: What --
24| director from Dawson, Keith and Lincoln County. |24 |what exhibit number would | be looking at from
25 So in terms of irrigators, I'm an 25| the list you sent me?
Page 98 Page 99
1 MS. KREIFELS: 43. 1| objection. But | want to make sure that |
2 MR. BRASHEAR: Exhibit 42 -- 2| understand how in practice does Central
3 MS. KREIFELS: Three. 3|District has basically -- you know, who --
4 MR. BRASHEAR: --isthe 4|under what conditions do board members recuse
5| advisory opinion, and on the easdl is Exhibit 5| themselves from consideration or votes, what
6143 6| kinds of factors have historically occurred as
7 BOARD MEMBER REIDA: 42 and 43? 7|you understand it as president of the board?
8 MR. BRASHEAR: Correct. 8 THE WITNESS: Irrigation rates,
9 HEARING OFFICER TEXEL: Anddo 9 |the time -- the schedule so when they would
10|we have a8 1/2 by 11 of 43? 10| deliver water.
11 MR. JARECKE: Yes. 11 We -- such things as if we want to do a
12 MS. KREIFELS: Yes. 12 |recharge project that would have something to
13 HEARING OFFICER TEXEL: Okay. 13 |do with irrigation, those directors typically
141 Okay. 14 would recuse themselves.
15 MR. JARECKE: And -- 15 Just anything that pertains that would
16 MS. KREIFELS: They also have 16 | affect your financial wherewithal in terms of
171it. 17lirrigation.
18 MR. BRASHEAR: Member Hutchison, 18 BOARD MEMBER HUTCHISON: And --
1911 don't want to interrupt. Y ou were asking 19]let me go back to my notes here.
20| questions. 20 Did | understand you to say that -- no.
21 BOARD MEMBER HUTCHISON: Yes. |21|It wasin the Protestants counsel's opening
22 MR. BRASHEAR: Sol don't want 22| comments that 9 out of 12 seatstoday are
23 |to interrupt whatever questions you might have. 23 | represented by those three counties, Gosper,
24 BOARD MEMBER HUTCHISON: Sol |24|Phelpsand Kearney?

THE WITNESS: That is correct.
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1 BOARD MEMBER HUTCHISON: Andso | 1|threecountiesare not irrigation users; some
2| how many of those directors typically have to 2| of them are?
3 | recuse themselves? Because you don't have a 3 THE WITNESS: That is correct.
4 | majority of the board anymore if all of them 4| Central customers.
5| recuse themselves; isthat correct? 5 BOARD MEMBER HUTCHISON: Okay.
6 THE WITNESS: Asl --that is 6 THE WITNESS: Direct customers.
7| correct. 7 BOARD MEMBER HUTCHISON: They
8 As | understand it, it is only the members 8|may beirrigation --
9| present. And so you have -- the -- the members 9 THE WITNESS: Yes.
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that are eligible to vote are the members of
the board while that vote is going on, if |
understand it correctly.

BOARD MEMBER HUTCHISON: So are
there times at which you only have three board
members that are voting?

THE WITNESS: WEéll, back to our
original one. So of the ninein those
chartered counties, there will be -- there has
been five or six that were unable to vote.

So of the nine, four or five of them plus
the other three so there would be atotal of
seven-ish that would be able to vote on
irrigation issues.

BOARD MEMBER HUTCHISON: So, in
other words, some of the directors from those

BOARD MEMBER HUTCHISON: --
users, but they're not customers of Central ?

THE WITNESS: Yeah, that'sthe
distinction.

BOARD MEMBER HUTCHISON: Okay.
Thank you.

MR. BRASHEAR: So --

HEARING OFFICER TEXEL: | want
to ask, too, board members have white notebooks
with exhibits. Isthat from -- | -- I'm not
aware where that came from, what'sin it.

MR. JARECKE: Yeah. |
apologize. | should have mentioned that.

On behalf of the Petitioners, we have
delivered before each director present a
collection of al of the exhibits previously
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offered, including the two that were not yet

received. But all of those exhibits are before
you, just for convenience. They are not part
of the official record.

HEARING OFFICER TEXEL: Okay.
So has 22 and 39 in that --

MR. JARECKE: That iscorrect.

HEARING OFFICER TEXEL: -- list.
So the board members keep -- need to keep in
mind, those two are not in the record at this
point.

Do you have one for the hearing officer,
one of those notebooks?

MS. KREIFELS: | havethe
official.

MR. JARECKE: You havethe
official.

HEARING OFFICER TEXEL: And
opposing counsel?

MS. KREIFELS: They were
delivered to opposing counsel viathe share
file.

MR. JARECKE: Electronic.

MS. KREIFELS: Electronically,
yes.
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MR. JARECKE: Aswere his.

HEARING OFFICER TEXEL: Did you
receive those?

MR. DEGAN: Wedo.

MS. KREIFELS: Yes.

HEARING OFFICER TEXEL: | don't
havethem. So | can't follow along very
easily --

MS. KREIFELS: Hold on.

HEARING OFFICER TEXEL: --
without those but --

MS. KREIFELS: Hold on. | have
one for you.

MR. JARECKE: Oh, we haveit.
Yes, wedo. Yes, wedo. Gwen was holding it
for you.

BOARD MEMBER REIDA: Mr. Rowe?

THEWITNESS: Yes, sir.

BOARD MEMBER REIDA: Yeah, this
is Frank Reida.

So you're going to have to educate me.

Even though | was aformer employer of NPPD,
which isboth an electrical and aniirrigation
district, | know alot about electricity. |
know nothing about irrigation.
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1 THE WITNESS: Okay. 1|legidature.

2 BOARD MEMBER REIDA: How do 2 In terms of delivery, if they're short of

3|you -- does the district have aduty to serve 3|water, then the board would have the -- they

4| with respect to water? Or are there contracts? 4|would figure out how to allocate that water.

5|0r how exactly -- how exactly do the entities 5 And so if wewould go back into the prior

6 |that are receiving this water -- are there 6 | drought, which was quite a drought, we

7 |contracts? Or how do they get it? What's 7 |alocated our irrigators -- we went down to 6.7

8the -- 8|inches of delivered water, surface water.
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THE WITNESS: Exactly like
NPPD -- exactly like NPPD does.

I'm a customer of NPPD aswell. And so
there are water rights that attach to my
ground, and Dawson -- or Central or NPPD in
this case hold those contracts.

I might note that that's the -- the state
isin charge of that. Soit'sthe--it'sthe
people'swater. And we are allowed to use it
at this point in time.

BOARD MEMBER REIDA: So do you
get that by contract? Or isit aduty to
serve? Or if there's a deficiency of water
availability, how does that work?

THE WITNESS: Soinmy case, |
have awater right. So | have theright to
that water as currently stated with the

11

BOARD MEMBER REIDA: Soyou
receiveit by contract -- or by the fact that
you own the land, that -- that you then have a
water right which Central delivers -- well, not
necessarily to you but deliversto its
customers who are water customers?

THE WITNESS: As| understand
it, that is correct.

BOARD MEMBER REIDA: Okay. Now,
second question that | have, | have alittle
bit of cognitive dissidence on this. When do
irrigators typically irrigate?

THE WITNESS: Typically we start
at the beginning of July. Typically when you
turn your air-conditioner on and you have to
have it iswhen weirrigate.

BOARD MEMBER REIDA: No. I'm--
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time of day. What time of day do you irrigate?

THE WITNESS: Wetypicaly
irrigate 24/7.

But in the morning, we will go to athing
called Code Red. And Code Red was -- isreally
expensive electricity. And soif wesign up
for cheaper electricity in the spring, then we
can buy cheap electricity because they will
automatically shut off our wells during the
Code Red.

Weéll, there are some people who choose not
to shut off their wells or they are
manufacturers or they're businesses, and they
get charged that higher rate.

And so that's what makes this marriage so
wonderful isthe fact that when that's -- when
there's high draws and high energy bills, the
water is flowing because of irrigation.

BOARD MEMBER REIDA: So what
you're -- | guessthe -- I'm trying to think of
the correlation.

So, for instance, if you'rein -- let's
say, in Cdlifornia, and you have solar power,
it coincides with air-conditioning load. So
when the sun is out, it's hot, at the sametime
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you're getting electricity. I'mtrying to

correlate your -- it seemsto meis-- if | was
anirrigator, | would want to irrigate at
night. And so that would be when you'd be
releasing the water and so -- but that would
not be coincident with an electrical peak.

I mean, my understanding is the reason
thisis beneficial isthat you're going to cook
off the demand load.

THE WITNESS: Itisbut --

BOARD MEMBER REIDA: And so --
and so you -- you would -- wouldn't an
irrigator beirrigating at atime when you
would not have a demand?

THE WITNESS: That's agreat
question.

BOARD MEMBER REIDA: If you're
irrigating at night, you're not -- it's not
going to be coincidence with your electrical
demand, the peak.

THE WITNESS: That'sagreat
guestion and great comment.

So the way Central is set up isthat they
can store that water until it needs to be
released behind the hydros. And then they can
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hold 8, 10, 12 hours worth of water in their

system. So when you're ready to turn on water,
it's sitting there, ready to go.

BOARD MEMBER REIDA: So they've
dready -- it's already gone through the hydros
asfar as producing the electricity and, yet,
it'sthen available for irrigation; is that
what you're saying?

THEWITNESS: Thatis-- that is
correct. It can sitin the -- you know, the
voids, the canal systems or the lakes or the
other reservoirs. Soit'slike athree- or
four-tier -- step tier.

And | would also say that alot of times,
surface irrigation, they don't have the ability
to turn water on and off like groundwater would
because of the electrical rates.

BOARD MEMBER REIDA: Okay.
Thank you. That makes sense.

THE WITNESS: | hope | answered
your question.

HEARING OFFICER TEXEL: At this
point, I've had a request from the board
members, we're going to take a short break
for -- facilities break.
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So it's-- we're going to take a 5- to
10-minute break at this point. And then we'll
come back on the record. So we are in short
recess.
(10:51 am. - Recess taken.)
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(At 11:09 a.m., with parties present as

before, the following proceedings were had:)
HEARING OFFICER TEXEL: All
right. We're going to go back on the record.
And you may continue.
MR. BRASHEAR: Okay. Thank you.
BY MR. BRASHEAR:

Q. Mr. Rowe, before we went on break,
there had been some mention to a variety of
things. And | just want to refer back to that.

So first of dl, sir, | believe you have
Exhibit 42 in front of you. Oh, I'm sorry.

BOARD MEMBER MOEN: Yeah, can |
ask my questions?

MR. BRASHEAR: Yes. |
apologize.

BOARD MEMBER MOEN: Thisisa
followup to Chairman Reida's question.

So are -- the surface water irrigators, do
they get -- for Central's, do they get their
water downstream, 100 percent it comes
downstream of hydro plants or some from
upstream?

Second part of that is, does the Central
board sometimes have to make a decision are we

[y
~

N
[y

i Page 111
going to supply water for surface water

irrigation or are we going to generate power?
Isthat in conflict sometimes and you have to
decide that?

THE WITNESS: Isit in conflict?
| would say no, because we deliver for
irrigation. And we are able to generate power
through theirrigation. And we have been on
contracts. And so the contracts just stay --
you just -- the power that comesin isthe
power that goes out.

The -- what was your first question? I'm
sorry.

BOARD MEMBER MOEN: Doesthe
water supply to the surface -- doesit come
downstream of the -- 100 percent of it to the
irrigation customers comes downstream of the
hydro plants? Or is some of it coming from
upstream of the hydro plant?

THE WITNESS: So | think they
will probably bring that in later. But the
North Platte water comes through Lake
McConaughy, which isthe first dam. But there
is sometimes South Platte flows that will come
into the -- some of the other generatorsin
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11 Gothenburg, in J-1 and J-2 south of Lexington. 1|that a-- isthat a correct summary? Or is

2 HEARING OFFICER TEXEL: What's 2|that incorrect?

3|F1and J2? 3 THE WITNESS: Well, | would say

4 THE WITNESS: Johnson Generator 4that is correct by defaullt.

511 and Johnson Generator 2. They're the hydro 5 Y ou know, we always have irrigation

6 | plants near Lexington. 6| priority in the back of our minds. But it also

7 HEARING OFFICER TEXEL: Okay. 7 |produces power as it comes through. So the

8 MR. JARECKE: Director Moen, | 8| power is generated to irrigate.

9 9
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think the next witness can clarify that for
you.

BOARD MEMBER MOEN: Okay. And
the second part of that question, the board
doesn't have to make a decision on are we going
to surface irrigate or generate power? That's
not a conflict --

THE WITNESS: No, that'snot a
conflict.

BOARD MEMBER MOEN: -- question
that you have for a-- the board that you have
to decipher?

THE WITNESS: No.

HEARING OFFICER TEXEL: Based on
what you were saying, isit fair to say that
the surface irrigation needs have priority and
the hydropower is a by-product of that? Or is

25

HEARING OFFICER TEXEL: Okay.
All right.

THE WITNESS: Does that make
sense?

HEARING OFFICER TEXEL: Wdll,
you put it -- it goes through, but its purpose
isfor irrigation, but you're getting
hydropower by that water --

THE WITNESS: Asasideline.

HEARING OFFICER TEXEL: Right.
That'swhy | said kind of a by-product.

And doesn't the Corps of Engineers have
something to say about how much water has to or
can be released out of Lake McConaughy, too?

THE WITNESS: You're getting
past my pay grade.

HEARING OFFICER TEXEL: Okay.
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That's another witness. That'sfine. If you

don't know, it's perfectly fine to say you
don't know. Andwe'll seeif another witness
can address that.

THE WITNESS: | don't believe
the Corp has much to do with that. | think it
would be more of aFish and Wildlife.

HEARING OFFICER TEXEL: Okay.
Wrong federal entity. Maybe Fish and Wildlife
for threatened and endangered species can tell
you how much you have to release or restrict
it, depending on how it affects the animals and
plants?

THE WITNESS: That is correct.

HEARING OFFICER TEXEL: Okay.
Okay.

BOARD MEMBER MOEN: Maybe
another way to ask the question is, would
there -- there would be a time where you would
have to say, no, we can't provide surface water
irrigation because we used it to generate
power?

THE WITNESS: No.

BOARD MEMBER MOEN: Okay.

HEARING OFFICER TEXEL : | think
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we're done with our questions, Mr. Brashear.

MR. BRASHEAR: No. Okay. Thank
you, Mr. -- Mr. Texel.
BY MR. BRASHEAR:

Q. Mr. Rowe, | want to return to Exhibit
42 that's before you, which was being discussed
before the break. Y ou have that in front of
you; isthat correct?

A. That iscorrect.

Q. You weretestifying before the break
that there are times when Central directors
cannot vote on certain matters; is that
correct?

A. That iscorrect.

Q. And you referred to an Accountability
and Disclosure Commission, | believe, in your
testimony. Were you referring to Exhibit 42?

A. | was, yes.

Q. Areyou familiar with this exhibit?

A. A few yearsago, | was. It'sbeena
while since I'veread it.

Q. And what is-- I'm not trying to give
you an interpretation, but what -- can you
again state what is your interpretation or
understanding of what this opinion -- how that

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1

35 (116 - 119)

2/15/2023
Page 116 Page 117
1|governs Central's board when it considers 1 Q. And, Mr. Rowe, I'd have you turn to
2| matters related to irrigation? 2| page 7 of that opinion, if you would.
3 A. Soif you are an irrigation customer 3 Are you on page 7?
4| of Central, you do not have the ability to vote 4 A. | am.
5|on any irrigation matters, anything pertaining 5 Q. Do you see the section entitled
6 |toirrigation. 6| summary?
7 Q. And -- 7 A. Yes.
8 BOARD MEMBER HUTCHISON: | have 8 Q. Could you just read that first -- or,
9 9
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afollowup question to that last statement.
Did irrigation customers of Central vote

on this petition amendment -- or the -- the --
yeah, the --

HEARING OFFICER TEXEL: Advisory
opinion?

BOARD MEMBER HUTCHISON: No, no,
the -- the core -- the governing document of
the district.

HEARING OFFICER TEXEL: The
charter?

BOARD MEMBER HUTCHISON: The
charter, charter amendment.

THE WITNESS: The charter
amendment, yes. It doesn't affect directly.

BOARD MEMBER HUTCHISON: Okay.
BY MR. BRASHEAR:

I'm sorry, could you read the first and second
paragraphs, please, there?

A. "Central's board members without
contracts with Central leases or Water Service
Agreements may participate in discussions and
vote on all issuesrelative to Central's
standard form leases and standard form Water
Service Agreements. However, board members who
have present or proposed |eases may not
participate in discussions and voting on
standard form leases. The board members who
have present or prospective -- prospective
Water Service Agreements with the district may
not participate in discussions and voting on
standard form water |ease agreements.”

Q. Andif you could read that next
sentence aswell?
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HEARING OFFICER TEXEL: Just

before you start, | believe one -- it wasn't
verbatim because there was one you said
proposed |eases, and it was prospective leases.
| don't know --
THE WITNESS: Excuse me.
HEARING OFFICER TEXEL: -- if
that matters. But | just wanted to correct
that soit's a verbatim reading what's in here.
THE WITNESS: Thank you.
HEARING OFFICER TEXEL: Sorry.
Please go on.
BY MR. BRASHEAR:

Q. Would you please read the next
sentence aswell?

A. "Actions and discussions by Central
board members with respect to standard form
leases and standard form Water Service
Agreements are distinguishable from the effects
of such actions on public generally or board
segment in the public.”

Q. And I'll preempt Mr. Texel and -- the
third word there, you said "discussions,” |
believe. But you would agree it's "actions and
decisions’ in that sentence you just read?

Page 119
A. Yeah, | amacollege grad.

HEARING OFFICER TEXEL: Okay.
And | wanted to say, too, you just read, "the
public generally or aboard segment.” Broad
segment?

THE WITNESS: A broad segment,
yes.

HEARING OFFICER TEXEL: I'm
sorry. I'mnot --

THE WITNESS: Wow.

HEARING OFFICER TEXEL: -- trying
to embarrass anybody. It's easy to misread.
So | just wanted to point that out so we have a
verbatim reading in the record.

THE WITNESS: Thank you.

BY MR. BRASHEAR:

Q. And so it'sthat summary that you're
referring to when you say -- the positionsin
that summary are what you were referring to
when you say irrigators -- water surface
irrigator customers of Central can -- on the
board cannot vote on those matters?

A. That is exactly right.

Q. Do you know how many water service
irrigation customers of Central are on the
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11 board of directors today? 1lthat are owned by Central. There's
2 A. Currently, | believe there are six. 2| approximately 850 cabins around the lake.
s Q. And so on matters covered by the 3| They're just another segment of Central
4| scope of this opinion, those six do not vote on | 4|customers, direct customers that we arein
5|those matters; is that your testimony? 5|charge of.
6 A. That iscorrect. 6 Q. | believe -- thank you.
! Q. | believe you indicated earlier you 7 | believe you indicated a moment ago that
8|said there were matters you don't voteon. Is | 8|there are six surface water irrigation
9 9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

that because of this same opinion?

A. That iscorrect.

Q. Areyou awater service customer of
Central?

A. | am not.

Q. So areyou covered by the lease
provision of this opinion?

A. That'swherel fitin, yes.

Q. And what lease does that refer to?

A. The Johnson Lake cabin lease.

Q. Okay. Soyou're-- you have alease
with Central in that way?

A. | do.

Q. Okay. Is--what is-- whenyou
refer to Johnson Lake, can you -- just what is
that?

A. Johnson L ake is one of the reservoirs

customers serving on the Central board today?

A. | believe that isthe right number,
yes.
Q. And you are not one of those six; is
that correct?

A. | am not one of those six.

Q. How many members of the Central board
today are involved or areirrigators, whether
surface water or groundwater?

A. Thereare 10 out of the 12 are
irrigators of some kind.

Q. But -- but not all are Central
customers?

A. No. Only those six are Central
customers.

Q. Becausethey have surface water
contracts?
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A. With Central, yes.

Q. Thank you.

Mr. Rowe, there's -- you talked earlier
about your engagement with constituents and
conversations with constituents. Are you
familiar with the objections or issues that the
Protestants have raised regarding the merger?

A. Yes, | am.

Q. And what would you view as the issues
that they've raised, as you understand it?

A. Control of water, representation.

Q. Andisit a-- are those issues that
you had considered before they were raised by
the Protestants?

A. Absolutely.

Q. And why would you have considered
those?

A. Why? | think that they -- those
issues were just part of what we knew was
coming.

Q. And who do you mean by we?

A. Theboard. They -- there's some
strong personalities that really were wanting
it their way. And we knew that we'd have a
battle on our hands and we needed to represent

o Page 123
all -- al people that the district serves, not

just the surface water irrigators, that -- the
few that are objecting.
Q. Mr. Rowe, I'd liketo refer you to
Exhibit 44.
Mr. Rowe, what is Exhibit 44? What isit
captioned as?
A. Plan of Consolidation, Schedule G.
MS. KREIFELS: Might have marked
it backwards.
THE WITNESS: Reserve funds?
MS. KREIFELS: Yes.
MR. BRASHEAR: Check the order.
MS. KREIFELS: | think the
sticker got put on the wrong page.
THE WITNESS: Thisisa
different one.
MR. DEGAN: Counsdl, Plan of
Consolidation, is that --
MR. BRASHEAR: Yes.
MR. JARECKE: Yes.
MR. BRASHEAR: Theentire.
MR. DEGAN: You only get three

pages.

MS. KREIFELS: Hold on.
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1 THE WITNESS: All right. 1| That's what you were saying about the sticker?
2 MS. KREIFELS: Yeah, it just 2 MS. KREIFELS: Y eah.
3|got -- the sticker got put on the back instead 3 HEARING OFFICER TEXEL: I'm
4|of the front. 4|sorry. | just -- | wanted to clarify that so |
5 THE WITNESS: Okay. 5|knew.
6 MS. KREIFELS: There you go. 6 And is this-- if you know, maybe counsel
7 A. Plan of Consolidation. 7|knows, is this the same document that's
8/BY MR. BRASHEAR: 8 | attached as one of the exhibits to the petition
9 9

N NN NNNRRRRRR R R B
ga b W NP O © 0N O O W N - O

Q. Areyou familiar with this document,
Mr. Rowe?
A. | am.
Q. Andis--
HEARING OFFICER TEXEL: I'm
going to interrupt for just amoment,
Mr. Brashear.
You said Schedule G. Is Schedule G part
of the Plan of Consolidation?
It sounded like you referred to the Plan
of Consolidation being Schedule G. If | read
it right, Schedule G isthe last page of the
Plan of Consolidation?
THE WITNESS: That is correct.
| had it upside down. The sticker was on the

wrong page.
HEARING OFFICER TEXEL: Okay.
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that Central filed?
MR. BRASHEAR: Correct.
HEARING OFFICER TEXEL: Okay.
And thisone'sin black and white. The one
attached to the petition isin color for --
only important to the maps --
MR. BRASHEAR: Correct.
HEARING OFFICER TEXEL: -- of
the subdivisions. Maybe that doesn't matter
today but -- all right. Just wanted to clarify
that. Thank you.
MR. BRASHEAR: Correct.
BY MR. BRASHEAR:
Q. Mr. Rowe, so you've seen this
document before?
A. That iscorrect.
Q. _And what do you understand it to be?
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A. Thisisthe document that Dawson

is-- becomes -- Central acquires Dawson.

Q. And would you understand this to set
forth terms that had to be negotiated for
Central and Dawson to consider the merger?

A. We needed some guidelines. We needed
a-- some sort of chart to take us down the
path that we were going to go down.

We needed to have both Dawson and Central
agree on a set of predesignated rules and how
this was going to be.

Q. And would you have felt comfortable
as a Central director voting on a potential
merger if you hadn't had the Plan of
Consolidation?

A. Wouldn't consider it.

Q. Why was thisimportant to you in your
consideration?

A. Because we needed an outline, a
draft, adirection that we as the two boards
were going to go toward. We needed a set of
ground rulesthat thisis how it's going to
happen.

Q. Wasit important to you that the
Dawson board approve this Plan of Consolidation

Page 127
aswell?

A. Absolutely.

Q. Why would that be important to you?

A. Because they were relinquishing
what -- they needed to understand where we
were -- that we were al on the same page,
going the same direction when we agreed on the
same outline of what we were to be.

Q. You were asked earlier about the
potential for conflict between demands for
delivery of irrigation water and power. Do you
remember that question from the board members?

A. Okay.

Q. Do you recall that question?

A. Yes

Q. After -- assuming for purposes of
this question that the board approves the
amendments and Platte River Public Power and
Irrigation District exists, do you -- do you
expect there to be conflict between the
delivery of surface irrigation water -- let me
back up one second.

Will you be adirector of Platte River
Public Power and Irrigation District?

A. 1 will beadirector.
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1 Q. And would it be your opinion or do 1 Q. Why do you say that?
2]you expect there to be conflicts for Platte 2 A. We've been doing thisfor 2-1/2
3|River as apresumed director between demands | 3|years. We've beat the dead cat.
4|for delivery of irrigation water and power 4 We have went through consultants. We've
5|generation? 5|asked questions. We've had open houses. We've
6 A. Absolutely not. 6|did everything in our powers to, you know,
7 We went into the discussion that water 7 |answer the questions, be transparent, set a
8|trumps power, so we're al on that page. We-- | 8|path forward.
9 9

like | said before, thisisinnate with us.

Q. And when you say we in that sentence,
who do you mean?

A. I'mreferring to our board. And so
as we have discussions and as we consolidate
with Dawson, they are 100 percent on our page.

Q. Soyou believe Dawson share -- Dawson
board members share that view as well?

A. Absolutely. That was -- that was the
premise of everything that we have done.

Q. Mr. Rowe, do you believe that this
transaction -- I'll refer to everything before
us today that's led up to this, do you believe
that this -- this consolidation transaction
between Central and Dawson has been studied

We believe that we have checked every box
severd times. And I'm very excited about it.

Q. Mr. Rowe, what would you -- asa
director of Central, what do you view as your
duty?

A. My duty? To make sure we stick with
the mission statement. My duty is-- asa
director or as president?

Q. Asdirector.

A. Asadirector, | have constituents,
and | need to answer to them, and | need to do
what's best for the district in light of my
constituents and the constituents of the area.

Q. Would you view any additional duties
that exist for you as president?
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interest of the district and everyone within
thedistrict. Andif | didn't believe that, |
would not be sitting here today.

Q. Mr. Rowe, at the conclusion of Phase
1, did you vote to move to Phase 2?

A. | did.

Q. At the conclusion of Phase 2, did you
vote to move to Phase 3?

A. | did.

Q. At the conclusion of Phase 3, did you
vote to move to Phase 4?

A. | did.

Q. At the meeting at the end of Phase 4
to approve the Plan of Consolidation and the
filing of the petition, did you vote in favor
of those resolutions?

A. | did.

24| sufficiently? 24| A. Well, aspresident, | listen to
25 A. Absolutely. 25| everyone, including my board, our board; work
Page 130 Page 131
1|with the general manager, work with his staff; 1 Q. Mr. Rowe, do you believe that this
2| develop agendas and try to give guidance. 2| merger isin the best interest of Central?
3 Like| said earlier, as president, you 3 A. | do.
41know, my board came to me and said, hey, we 4 Q. And why do you say that, sir?
5| have got to look to the future, we cannot be 5 A. It'sapath to the future. The
6| stagnant, we have to move forward or who knows | ¢|world's changing. And we have to keep up with
7|where this district might go or not be. 7it.
8 And so | believe thisisin the best 8 | do believe that if we're not moving
9 9
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forward, we're moving backwards.
Thisisexcellent for thearea. Thisis
excellent for future economic devel opment.
Thisis excellent for relationships with other
water entities so we can secure water
deliveriesin the future.
| believe that with this merger, wel'l
have a bigger footprint -- same -- you know,
within reason of the same size of footprint but
amuch heavier footprint and maybe have --
continue to build relationships and store more
water in McConaughy. So it helps all of
Nebraska.
MR. BRASHEAR: | have no further
guestions.
HEARING OFFICER TEXEL: All
right. Mr. Degan, cross?
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1 MR. DEGAN: Yeah. Thank you. 1 Thisisaguideline. Thisissomething
2 CROSS-EXAMINATION 2|that -- these are the ground rules.
3|BY MR. DEGAN: s Q. Okay. But would you agreethat if
41 Q. Mr. Rowe, before we set aside the 4|this consolidation is approved and the
5|consolidation plan, you testified that it was 5| amendments to the charter are allowed to go
6limportant for the current board to make sure 6| forward, a new board will have to be
7|that Dawson was on the same page. Do you | constituted; isn't that right?
8|recall that testimony? 8 A. Thatistrue.
9 9
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A. Yes.

Q. Okay. Because you stated that your
board's primary interests are the water users,
right?

A. Sure.

Q. Okay. So that wasimportant to you;
correct?

A. Absolutely.

Q. All right. Andyou entered into this
consolidation plan; is that right?

A. That is correct.

Q. Do you have an understanding asto
whether that document in front of you will bind
the future board, the consolidated entity?

A. Theword bind I think is rather
restrictive. | think it'simportant for a
future board to develop themselves.

Q. And they will have to implement their
own bylaws; correct?

A. The new board will be al of the
board members from both boards, and so those
bylaws will be developed between the two
boards.

It will be a23-member board, and
systematically over time as their terms run
out -- | believe alphabetically, the board will
get down to the size that we have talked about.

Q. Okay. Sothose bylawswill be
created in the future; would you agree with
that?

A. Yes, yes.

Q. Okay. And | takeit, it isyour
intention and your opinion that the things that
are in the consolidation plan will be

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

. . Page 134
implemented in the future?

A. Absolutely.

Q. That'syour belief?

A. That's my belief, absolutely.

Q. Okay. But asyou pointed out, at
that time, now half the board will be former
Central directors, and the other half of the
board will be former Dawson directors; correct?

A. Sure.

Q. Andyou're -- okay. So-- and | want
to clarify, there was a question from counsel
astowhat | stated in open. So -- so let me
clarify by asking you this question, would you
agree that currently Central's -- the entirety
of Central's board is chosen from persons who
have an interest in the use of the water?

A. Definethe use of water.

Q. Use of water, the allocation and the
management of the water in Central'sirrigation
system.

A. Arethey elected by the people who
use water? | would say yes.

Q. Wéll, you agree with me that the
hydro units were constructed in order to
provide a revenue source to supplement the

S S Page 135
costs of maintaining the irrigation system?

A. Yes.

Q. And does this board hold any
obligations to anybody other than persons who
use the water, whether it's for recreational
purposes, whether it's for surface water
irrigation, whether it's for groundwater
irrigation, whether it's for environmental
purposes?

A. All of those.

Q. It'sdl of those. But they'reall
related to water; right?

A. Andweall drink water, yes.

Q. Okay. But when the new board is
constituted, half the board is going to come
from a background of supporting water use, and
the other haf will come from a background of
delivering low-cost power to retail customers.
Do you agree with that?

A. No.

Q. Youdon't?

A. No. | would -- | would agree that
that has been their -- the board they sit on.

But many of those Dawson members are irrigators
themselves. They are farmers.
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1 Q. Okay. Let'stalk about that. llisn'tit?
2 So you will agree with me that the vast 2l A. | can't answer that.
3|majority of Central's surface water irrigators 3 Q. Okay. Well, there -- there are no
4|arein the Tri County area? 4| Dawson customers in Kearney or Phelps, are
5 A. Themagjority. | think there -- | 5|there?
6| believe there's 5,000 acres that arein Dawson 6 A. To my knowledge, in those counties,
7land Lincoln County. 7Ino.
8 Q. Okay. But when -- just for 8 | do believe that many people in those
9 9| counties have contracts with Dawson.

clarification for the board, when we talk about
Tri County, we're talking about Phelps, Gosper
and Kearney; correct?

A. Those are charter counties.

Q. Those are charter counties; correct?

A. Yes.

Q. And that's where the mgjority of your
surface water irrigates -- irrigators reside?

A. Magjority of surface water irrigators,
Central's, yes.

Q. Okay. What percentage of the -- your
surface water irrigators in Gosper County
receive their power from Dawson?

A. That'salot. And | don't know how
many. | -- that would be probably a question
for the Dawson side.

Q. Okay. It'slessthan 50 percent,

Q. Wall, but they're not electricity
customers?

A. Wédll, they would be electricity
customers. | mean, there's many people that
have farm ground that Dawson supplies power to.

Q. Aren't those countiesin Southern's
service territory?

A. Thetwo counties you're referencing,
yes.

But I'm saying that there are customers --
there are people who live in those counties who
have Dawson Power in other counties.

Q. Okay. But you were talking about an
additional ancillary benefit of this
consolidation would come from the fact that
groundwater irrigators would benefit from lower
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cost electricity. Do you recall when you

testified to that?

A. Yep.

Q. But would you agree with me that to
the extent that those surface water -- those
groundwater irrigators live in counties that
aren't served by Dawson, there's no benefit?

A. | don't agree with that at all.

Q. Weéll, how so?

A. | believe that we will probably have
amore stable water supply.

| believe that we won't have to worry
about the income so that we can take care of
the structures that are in al of the counties.

| dso believethat thisis -- this --
thisis everyone's water, not just the folksin
those three counties.

| think thisisapublic entity. |
believe that everyone should have a piece of
it. | think everyone should have avoice. And
| don't believe that | agree with the premise
that you are making.

Q. Wdll, | understand the position that
the surface water irrigators are not the only
interested party in Central's water

L . Page 139
But isit your testimony that you don't

owe a heightened duty to your ratepayers?

A. I'm not sure what you mean by a
heightened duty.

| believe that we have them in absolute
front, forefront of our minds. | believe that
ratepayers are extremely important.

But | aso would argue that the folks at
McConaughy areimportant. Fish and Wildlifeis
important. The people who are benefiting from
the mound are important.

And | would also say that the people on
the north side of the river are not evil
people. We think just like the folks on the
south side of theriver. We'reall in this
together.

And, honestly, if we don't hold hands,
someone's going to take it away from all of us.
And | believe that we need to be a stronger
entity. We need to move forward. We need to
work with each other. And thisis-- thisisa
good thing.

Q. Who would take the water away from
Central?

A. | don't know. Youtel me. |
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1|believeif we have local control, we have local 1 Q. | don't believe Keith --
2|control. 2 A. Dawson is not chartered.
3 | mean, | can't say that -- Central'sa 3 Lincoln is not chartered.
4| pretty small entity. And the State of Nebraska 4 Keith is not chartered.
5 |wants to do it, maybe Columbus wants to do it, 5 Only the three, Phelps, Gosper and Kearney
6 |maybe federal government wantsto doit. | 6| County are chartered counties.
7|don't know. But | do think we need to hold 7 Q. But you havelocal control asyou sit
8 | hands. 8|here right now?
9 9
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And this -- this merged entity will make
the district alot stronger district.

Q. Okay. | just want to touch on a
couple of the benefits that you testified to of
the consolidation. One waslocal control?

A. Yes

Q. But you have that now, don't you?

A. Yeah, probably not equal local
control.

Asyou said, the mgjority of the votes
come from three counties. And thisdistrict
stretches from Keith County, Dawson County,
Lincoln County and Phelps, Gosper and Kearney.

Q. But there's nobody outside the
chartered territory that has a seat on your
board other than Keith?

A. No.

A. Wedo.

Q. Over the -- over the existing
chartered territory that Central has; right?

A. | would agree with that.

Q. Okay. The other benefit that you
cited islocal ownership of generation?

A. Yep.

Q. You have that now; right?

A. Local control of generation, | would
agree.

But we have no way to sell it or keep
it -- keep the monies within our area or our
region.

So Central hasto sell wholesale. Dawson
buysretail and resellsretail. Andusasa
merged entity, we -- we are creating our own
power to sell.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Page 142
Q. But I'm confused by that answer

because a moment ago, you agreed with me that
the hydro units were built to provide revenue
streams to offset the costs of operating the
irrigation system; correct?

A. Absolutely.

Q. So what difference doesit make asto
whether you're going to sell -- where you sell
that power other than just maximizing the best
return you can get?

A. Wéll, that's probably exactly what
we're talking about here is maximizing the best
return we can get. And that would be
vertically integrated.

Q. But Central's never donethat in the
80 years that it's been in existence; right?

A. No. | don't think that's true.

Central had transmission lines to Omaha or
Beatrice. They were apart of another power
plant.

| think the original Central was --
they're -- they were involved in thisway back
in the day.

Q. Asfar asthethree hydro units are
concerned, certainly during your tenure on the
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board, al of that energy has always been sold

pursuant to a Power Purchase Agreement;
correct?

A. It has, you'reright, yes.

Q. All right. And would you agree with
me that under your Power Purchase Agreements,
you're allowed to take care of your irrigation
service needs first before you provide
hydropower requirements?

A. They go hand in hand.

Q. That's not my question.

Would you agree with me that you're not
obligated under your PPAs that you currently
haveto deliver power if your irrigation and
water surface -- water usage needs aren't first
met?

A. Would you please say that again?

Q. Areyou familiar with the terms of
your PPAS?

A. Sure.

Q. Okay. Istherenot aprovisionin
that PPA that says you're not obligated to
deliver power if you need the water to serve
your irrigation purposes?

A. That is correct.
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1 Q. Okay. And they're not always hand in 1|some of that water in McConaughy before you
2|hand. Would you agree with that, hydropower 2 |even get to irrigators; would you agree with
3| releases and agricultural releases? 3|that?
4 A. They're not always hand in hand? You 4 A. | would agree with that.
5|have Fish and Wildlife. And you have NPPD. 5 Q. Okay. And your Water Service
6| And you have the environmental flows. Andthey | ¢|Agreementsdo not require Central to provide
7|all spinthewhedl. Andyou don'tirrigatein 7|any quantity of water; would you agree with
8|those off-seasons, so | would agree with that. 8|that?
9 9

Q. Okay. And that's where| was
getting. So let me parse that out for the
benefit of the board here because there's kind
of two issues.

One, there are other entities that have
rights to water that's stored in McConaughy;
would you agree with that?

A. That is correct.

Q. There's NPPD has -- has an interest;
correct?

A. That iscorrect.

Q. Pursuant to your FERC license,
Central entered into an agreement to provide
certain instream flow releases for the benefit
of wildlife?

A. That is correct.

Q. Sothere are aready dibs taken on
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A. They not require usto deliver
irrigation water? | guess | would agree with
that.

That's -- but that's not the premise of
the whole district. But | suppose technically,
yes.
Q. Okay. And | want to befair.

Certainly it is your goal and your purpose that
you want to deliver water, and historically you
have; correct?

A. We always have, absolutely.

Q. Okay. But | just want to clarify,
there'saclausein your Water Service
Agreements that say if for whatever reason you
don't deliver, tough luck to the irrigator?

A. And | think | mentioned that earlier.

We -- when McConaughy was extremely low, we
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allocated to 6.7 inches. So the board was very

due diligent on trying to stretch out the water
supply as long as they possibly can.

The staff was fantastic. They had
projections and said, hey, hey, hey. And, you
know, thisis -- thisiswhy we're talking
about this potential merger iswe don't want to
get in that situation again.

Q. Wéll, but this merger won't help with
dry periods. Dry periods are going to happen.
That's Mother Nature; right?

A. Itwill. Butl believe that we will
have the ability to make some agreements with
other entities that will help store water in
McConaughy.

Q. But for the last 80 years, Central
has successfully managed its water resources
during wet years, during dry years, and you've
always been able to deliver to the satisfaction
of your users; would you agree?

A. No, | would not agree with that.

And, plus the world's changing.

That 6.7 was not fun for anyone. That's
inches delivered.

Q. But you can't deliver water you don't
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have?

A. That'strue.

Q. Okay.

HEARING OFFICER TEXEL: If | can
interrupt, when you mentioned the 6.7, what
exactly -- 6.7 inches in context does that
mean?

THE WITNESS: Typically acrop
requires 18 to 20 inches of water. And the
deliveries that Central makes were based on an
18-inch allocation. Andin future years -- or
recent years, we've changed that to 13 inches
and knocked the price down so it
would incentivize customers not to use all of
their water but to save some back in
McConaughy.

So inthosereal dry years, we voted to
lower the alocationsto 6.7 inches. And,
fortunately, Mother Nature was really good to
us.

HEARING OFFICER TEXEL: Sothe
6.7 is how much water you're -- 6.7 inches of
water on the crops?

THE WITNESS: That's exactly

right.
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1 HEARING OFFICER TEXEL: As 1 variability, is there not?
2| opposed to rain? 2 A. Inseason? Sure.
3 THE WITNESS: As opposed -- yes, 3 Q. You could have awidespread storm
4|yes. 4levent or an extended period of rain, for
5 HEARING OFFICER TEXEL: Okay. | | |example?
6|just wanted to clarify that. 6 A. Wéll, you could, other than it takes
7 THEWITNESS: Yes. Sorry. Yes. 7110, 12 daysto get water from McConaughy to
8 HEARING OFFICER TEXEL: No 8|Phel ps County.
9| apology needed. | just wanted to make sure for 9 Q. It'snot instant, certainly?
10 |the record it's clear what that meant. 10 A. Correct.

N NN NNNRRRRRR B R R
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Mr. Degan, sorry.

MR. DEGAN: No.
BY MR. DEGAN:

Q. Water management for Central entails
controlling whether you release water or
whether you store water; isthat afair
statement?

A. Yes.

Q. And you have severa reservoirs.

It's not just McConaughy. It's Johnson. It's
Elwood. It's multiple facilities?

A. Sure.

Q. Okay. Andwould you agree with me
that strictly from an irrigator's perspective,
there seasonable -- there's in-season
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Q. But certainly there could be a
situation where there's an extremely wet June
that may impact the need for irrigation water
from a surface water irrigator's perspective?

A. Wed al hope for that.

Q. Right. That'sagood problem to
have?

A. That'sright.

Q. Okay. Sothere's-- there's
in-season variability. But there's also
seasonal -- seasonal variability that you
touched on; agreed?

A. Okay. Yes.

Q. Okay. Surface water irrigators don't
need water in the winter months; would you
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agree?

A. Yes

Q. And generally that's a period where
you store water in your reservoirs?

A. Presumably, in the spring, yes.

Q. Okay. For purposes of generating
hydroel ectricity, though, don't you want those
hydros turning 12 months a year?

A. If you could, absolutely. But that's
not what we do.

Q. And | think what you're saying is
that when there's enough water, there's no
conflict. Can we agree on that?

A. | would agree on that.

But | also might state that there are
winter releases that have to take place in the
wintertime. So, you know, it's still spinning.

So | don't want to put off the -- the
pretense that the gates are shut and no water
comes out, period, because there's always
something flowing.

Q. You -- because you have obligations
to other parties that we've talked about;
correct?

A. Plusthe North Platte flows through
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Q. Okay. But the problem comesin when

there's periods of scarcity and there's not
enough water to be able to satisfy the needs of
your irrigators; correct?

A. Sure.

Q. And it happens, doesit not?

A. It has happened.

Q. You call that allocating water;
right?

A. That'swhat we did, yes.

Q. And | think there was asevereonein
around 2006?

A. | would agree, yes.

Q. And there was -- there was a drought
in-- just asrecently as last year, was there
not?

A. It has been very dry.

Q. But you were able to get by without
having to allocate water; correct?

A. That'sright. We'velearned alot
from the 2000s on how to handle water and how
to manage water.

Q. Okay.

A. Sothe staff of management has done a
fantastic job.
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1 Q. When the water's not there, the 1lincomes and our expenses.
2 hydros aren't going to turn and you're not 2| Q. Soyou had a-- thisreport prepared
3| going to generate the same amount of revenue; | 3|by the PSE folks. And would you agree with me
4| correct? 4|there'salot of information in here about the
5 A. Could have, would have, should have. | ®|finances of the two respective districts?
611 don't know. Yeah, | suppose. | mean, that's | 6| A. Yes, | would.
’lquite -- quite agrasp. But, yeah. 7l Q. There'salotin here about the
8 Q. So that does create some variability 8 |administrative issues of tieing the two
91in predicting your revenues from year to year? | ° |districts together?
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A. | would agree with that.

Q. It'safunction of two components?

A. Yep.

Q. The amount of water; correct?

A. Yep, yep.

Q. And the rate that you get for your
electricity; correct?

A. That'sright.

Q. Okay. But you've been able to manage
that pretty darn well for 80 years, have you
not?

A. Weve been very fortunate.

Power contracts are less than what they've
been. You know, that's the -- the idea behind
the merger iswe get rid of those ebbs and
flows and we kind of level off our -- our

A. Yes.

Q. Weeven get into adiscussion in here
asto how you get the employee benefits and
employees consolidated?

A. Okay.

Q. And then there's an awful lot of
discussion in here about integrating Central's
hydro assets and Dawson's retail utility
system?

A. Okay.

Q. Okay. But there's practicaly
nothing in here about how you would manage this
combined entity for purposes of keeping
residential ratepayers interests balanced
against the interests of water users?

A. | think that's part of this. We
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would have a -- another piece of the --

HEARING OFFICER TEXEL: What's
this? When you say part of this?

THE WITNESS: I'm sorry, the
consolidation -- Plan of Consolidation.

A. Wewould have another piece of the
pie. And that'swhereit would go. And then
we would allocate out.

BY MR. DEGAN:

Q. Okay. So that's something that
you'll do in the future?

A. Wedll, yeah.

Q. Implement what'sin the Plan of
Consolidation?

A. Yes, yes.

Q. Okay. But those provisions are not
in the charter; would you agree with that, the
proposed charter -- or the amended charter?
Excuse me.

A. | guess, yeah.

Q. Could have put them in the charter?

A. I think --

MR. JARECKE: I'mgoingto
object to that question because it calls for
legal conclusion.

Page 155
MR. DEGAN: Wéll, he can testify

asto what he understands.

HEARING OFFICER TEXEL: Did
legal counsel ever tell you the answer to that
guestion, whether you could put that into the
charter or not?

THE WITNESS: | think -- | don't
know if | can answer you that -- on that.

HEARING OFFICER TEXEL: Okay. |
think I'll sustainit. | think it callsfor a
legal conclusion on that particular question,
if legal counsel didn't brief you on it and you
said you don't know, anyway, so --

BY MR. DEGAN:

Q. But you also testified that the
reason that Central didn't retain a water
consultant as part of this process was because
Central's got water experts?

A. Yes.

Q. Okay. But would you agree with me
that Central has experts in the production of
hydropower?

A. Yes.

Q. And Dawson has expertsin the
delivery of retail power; correct?
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1 A. | would agree, yes. 1 Q. Wereyou -- did you have an
2 Q. SolI'mjust having trouble 2|understanding that PSE is primarily an electric
3 |understanding why the two districtswould feel | 3|engineering firm?
4 |the need to get an expert to opine on the 4 A. Sure.
5| consolidation of the electric assets despite 5 Q. They don't have any hydrological or
6]their respective expertises and, yet, wouldn't 6 water use management experience whatsoever?
7Iturn around and do the same study and ! A. Okay.
8|information gathering on the water side? 8 Q. And were you aware that they had
9 A. Weéll, we needed an outside view. We 9 never been involved in a prior merger between
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needed someone to say, hey, yeah, this will
work, this looks great, thisis adirection you
guys should be looking, continue with your
conversations.

In terms of irrigation, these guys are
really something. They know irrigation.
They're the -- they're the people that people
go to when they want to know about irrigation.

Q. But they know power, too?

A. They know power. But that's much
more than just power. That is how do you
handle the people, how do you -- how would the
whole thing work together?

It'sabird's-eyeview. It'sa
30,000-foot view of the -- the districts put
together.

anirrigation district and aretail utility?

A. Wediscussed what they had done. And
at thetime, it seemed very legitimate. And |
can't remember what -- what that all entailed.

Q. But didn't that cause you some
concern that, gees, maybe there's something
out -- despite all of your experience and
dispute your team -- and | understand that you
have faith in your team, but the fact that the
consultant didn't -- did not have any
background in this type of a merger, didn't
that create for you a concern in the back of
your mind that, hey, we might be missing
something here that could really cause a
problem down the road?
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Y ou know, our staff and management,

they -- they're second to none. And they

handed them the information. And Dawson handed
the information. And thisiswhat they came

out with.

And then we asked questions and tried to
poke holesinit. And | believe we did what we
could do.

Q. The respective boards met at least a
couple of timesin joint sessions; correct?

A. Okay. Yes.

Q. Doyou recall that?

A. Yes.

Q. All right. And so to be clear, that
was the entire board of Dawson and the entire
board of Central?

A. Okay.

Q. Did that happen?

A. Yes.

Q. And thiswas prior to the voteto
approve the consolidation plan; is that right?

A. Yes.

Q. Infairness, | believe one of them
was the meeting at which the consolidation plan
was actually approved?
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A. No, | can't say that | did.
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A. Yes. But-- not approved. Was
distributed, was talked about.

Q. Okay. At one or both of those joint
sessions, did the boards convene into closed
session?

A. We convened into closed session at
one, at the very last joint meeting in Kearney,
which | don't know what the dates are.

Q. Okay. Well, when | asked you about
thisin your deposition about whether the
closed session was members of both boards, you
were unsure?

A. | wasunsure, yes.

Q. Haveyou looked at something that has
refreshed your recollection since then?

A. | believe you gave me a document that
talked about the potential -- economic
development potential. And we would have had
to go into closed session to sign that
agreement, the -- the NonDisclosure Agreement.

Q. And the NonDisclosure Agreement, this
was an agreement that would bind the directors
from not disclosing what transpired during that
closed session?

A. That'swhat closed sessions are for,
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1llyes. 1 A. It'sabusinessdecision. Andit's
2 Q. Haveyou ever had to signa 2| contract negotiations. So, yes, it would bein
3|NonDisclosure Agreement in connection with your | 3|the closed session. And that's when we discuss
4|duties as a director of Central? 41it. And so, therefore, we wouldn't disclose
5| A. Wevenever had an economic 5|anything because it would be the internal
6 | opportunity that was staring us in the face 6|workings of the negotiations. So, no.
7 |before. 7 Q. Okay. But would you agree with me
8| Q. Areyou aware that Central has 8 |that because we don't have the benefit of that
9| refused to disclose the details of the 9]information, that the Protestants would have no
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responses that they have received for -- to the
RFP for the PPAS?

A. I'mnot sure | understand what you're
asking.

Q. All right. So I'll represent to you
we have sought to get the RFP responses,
meaning the folks that are interested in
potentially buying your power, and | will
represent to you that Central has declined to
produce that information on the grounds that
it's confidential.

| guess just my threshold question was,
were you aware of that?

A. Yes

Q. Okay. Andwasthat aboard decision
not to share that information?

way of being able to validate what's being
represented as to the pricing information that
Central hasreceived in response to its RFP?

A. | might say this, you know, we were
elected by our people to represent the board
and to do what we felt was right with the
board. And we can't be micromanaged.

There is no way that we can release that
type of information to our competition, their
competition. Those are interworkings. So we
can't do that.

Q. I understand. And I'm not trying to
argue with you over the decision. | just want
to make the point do you at least understand
that because we don't have the benefit of that
information, that we have to take Central at
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itsword for the representations that the

pricing that they're -- that they're seeing in
response to their RFP is lower than what
they're currently receiving under their
existing PPAS? We have to take that on face
value, do we not?

A. Sure. Butthat'sour job. That's
why we were elected.

Q. Okay. But aso the Power Review
Board will have to take the -- that assertion
based on face value from Central ?

A. Okay.

Q. Because | will represent to you
there's nothing that will come into evidence
that indicates what that pricing information
actualy is.

A. | really don't know how it pertains.
But, okay.

Q. Okay. Lastissue, the-- wastherea
vacancy on Central's board at the time that
this vote was taken?

A. Therewsas.

Q. And which county was that
representative -- or director from?

A. That was Phelps County

Page 163

Q. Okay. So one of the Tri County areas
that are predominantly from surface water
irrigators; correct?

A. Yep, that's correct.

Q. And normally they should have three
directors from that county; correct?

A. That iscorrect.

Q. All right. What happened to the
prior director that opened that vacancy?

A. He passed away.

Q. Okay. When did he pass away?

A. Oh, probably ayear before the new
vote for a six-year term was to come about.

Q. Okay. So approximately one year
before that seat would have been up for
election?

A. That iscorrect.

Q. Okay. Did -- why did the board not
seat anew -- anew director?

A. Because in the past, we had had a
director that was unable to come to meetings.
And we didn't reseat them.

This -- | felt that the public needed to
elect their representative. And that was their
duty. That was not our duty
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L Had this been ayear into asix-year term, | !|totry to figure out what was going on and with
2|that would have been awhole different 2|the back history. So | don't agree with that.
3|conversation. 3 Q. Do you have an understanding as to
4 | might add that that absent spot was an 4|whether the Nebraska Statutes require the board
5|automatic no vote in terms of the merger. 5|to fill that vacancy?
6 Q. Okay. But you'll agree with me that 6 A. It was my understanding that if that
71it did deprive Gosper County of an additional | 7|was-- I'm president of the board. And that
8| director who may have had avoicein the 8|was my choice. And it was my understanding
9 9

discussion?

A. We would have seated that person.
And | -- just the -- for them to have got up to
speed on everything that the district is about
would have been virtually impossible. That's
why they're six-year terms.

Q. Inayear'stime, they couldn't have
got up to speed?

A. Noway.

Q. Okay. But you do agree with me that
it did deprive Gosper County of one voice
during deliberations even if that was counted
asano vote?

A. | don't know that | do agree with
you.

That person -- it wasn't fair for that
person, if we would have sat someone in there,

that that was -- could be protocol since we
were that close and it was a -- a general
€l ection was coming up.

Q. Okay. Soitwasyour choice; isthat
right?

A. I'm the one who made the call, yes.

Q. Okay. Didit gotoavote? | mean,
was there a vote put to the greater board as to
whether or not to seat that vacant seat?

A. Therewasdiscussion. And everyone
agreed.

Q. But there was no vote?

A. Therewas no formal vote, no.

Q. And there's nothing in the minutes,
and there's no resol ution; right?

A. There might be something in the
minutes. But no resolution, no.
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MR. DEGAN: Okay. No further
questions. Thank you.
THE WITNESS: All right. Thank
you.
BOARD MEMBER GOTTSCHALK: | have
aquestion.
With respect to the PSE study that you
asked and made the -- Protestants asked about
the lack of water knowledge, to your knowledge,
are there other examples of this type of
merger? This seemslike afairly unique
merger.
THE WITNESS: | think there are.
I can't tell you off the top of my head. But |
believe they've happened in Nebraska.
Staff would know. And -- who they were.
| believe they were in northeast Nebraska.
BOARD MEMBER GOTTSCHALK: Okay.
HEARING OFFICER TEXEL: Is--is
the board member talking about mergers of
public power districts?
BOARD MEMBER GOTTSCHALK: Yeah.
I'm not necessarily talking about the merger of
two public power districts. | mean, there have
been severa of those. And | think welll
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probably see more of those in the future.

But are there other examples of an
irrigation district merging with a public power
or an electric utility district, either in
Nebraska or otherwise, that there would have
been some experientia organization to do this
study?
THE WITNESS: We broughtin a
director from a public power -- I'm sorry, a
general manager from a public power in the
northern part of the state who had done one of
those mergers and spoke to us about it.
BOARD MEMBER GOTTSCHALK: Okay.
HEARING OFFICER TEXEL: Wasthat
amerger between a public power irrigation
district and a public power or just two public
power districts?
THE WITNESS: | believeit was
an irrigation district and public power. It's
been awhile back.
BOARD MEMBER GOTTSCHALK: Okay.
HEARING OFFICER TEXEL: Doyou
know that for sure? Or --
MR. JARECKE: We can clarify.
HEARING OFFICER TEXEL: You can
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1| clarify with another witness? 1|the production?
2 MR. JARECKE: Yeah. 2 THE WITNESS:. That would be the
3 HEARING OFFICER TEXEL: | don't 3|same. So --
4|want to -- | don't want to testify. But -- 4 BOARD MEMBER REIDA: You --
5 BOARD MEMBER REIDA: | havea 5|you're going to have two general managers with
6| couple of questions. 6| equal authority?
7 Who are Devin Brundage and Gwen Kautz, 7 THE WITNESS: That's, | believe,
8|Kautz? 8|the way the boards have thought that they would
9 THE WITNESS: It's Gwen Kautz. 9|run forward. And aswe phase things out and we

She's the general manager for Dawson Public
Power.

And Devin Brundage is the general manager
for Central Public Power.

BOARD MEMBER REIDA: And which
of them is going to manage the district
services division?

THE WITNESS: It will bea
co-management and, at alater date, decide what
direction the board would like to go.

BOARD MEMBER REIDA: What about
the distribution?

THE WITNESS: It will be under

learn about each other's operations and then we
would go from there.

BOARD MEMBER REIDA: What would
"go from there" mean?

THE WITNESS: Wewould decide
which general manager we would have or, if we
wanted a new general manager, it would be a
board decision at that point in time.

BOARD MEMBER REIDA: So could
you have one of them on the distribution and
one of them on the production?

THE WITNESS: | think they would
have the knowledge from their arenato bring to

25

betterment of the company.

23 |the same umbrella. So that will be ajoint 23 |the board -- the boards, and so we would learn
24 | effort. 24| about each other through their experience.
25 BOARD MEMBER REIDA: What about |25 BOARD MEMBER REIDA: But would
Page 170 Page 171
11 one of them ultimately be responsible for 1 BOARD MEMBER REIDA: Okay. My
2| distribution and the other one be responsible 2| other questionis, I'm looking at your
3|for production? 3| consolidation. You had indicated that you
4 THE WITNESS: | can't answer 4|would not have gone forward unless you had this
5|that. | guessit would be aboard decision at 5| document because it was your guiding principle?
6|that time. 6 THE WITNESS:. Yes.
7 BOARD MEMBER REIDA: Would you 7 BOARD MEMBER REIDA: My
8|view that as having quite a conflict of 8|understanding isrecitalsin a contract are not
9 |interest between the two? 9| binding, they're just -- they're not part of
10 THE WITNESS: No, | wouldn't. | 10 |the contract like all your whereases.
111think that's the glorious part of this-- this 11 THE WITNESS: Okay.
12| potential merger is that there would be no 12 BOARD MEMBER REIDA: Sowhen|'m
13| conflict because it would all bein house. It 13 |looking at the Consolidation Agreement, where
14 would be -- 14| exactly was the water set out that would make
15 BOARD MEMBER REIDA: | guess 15|you fedl comfortable with -- and obviously the
16 |\what | was thinking of, when they come before 16 | Protestants, where should they feel comfortable
17]the board and tell them about al the wonderful 17]in looking at this document?
18 |things they've done in their division, that 18 THE WITNESS: Wédll, | don't know
19| potentially could there be a conflict between 19]|that | can answer you without looking at the
20 |the two divisions? 20| document and reading it again.
21 THE WITNESS: Weéll, | hope not. 21 BOARD MEMBER REIDA: Do you have
22| don't believe there would be. | believe that 221jtin front of you?
23 | everybody would be rowing in the same 23 THE WITNESS: | do.
24| direction, and so they -- it would be for the 24 BOARD MEMBER REIDA: Why don't

you read it? BecauseI'm-- I'm--if 'ma
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1|Protestant, I'm concerned about water, wherein 11 because | think that if you could point to
2|this document should | have -- find comfort? 2 |where the water rights that are being
3 THE WITNESS: Wdll -- 3| protected, that that would, you know, give
4 HEARING OFFICER TEXEL: If | 41 maybe some solace to those who are objecting.
5|could interrupt, Chairman Reida, given the hour 5 So | agree with Tim, why don't you get a
6|and you just asked him to read the document, 6 | chance to read your document over the lunch
7|whichis-- I'm not sure how many pages -- 7 hour, and then you can respond.
8 would we want to give him a chance to read that 8 THE WITNESS: Okay. Thank you.
9|and come back after lunch and have him -- 9 BOARD MEMBER REIDA: You're

10
11
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because, otherwise, we're going to take along
pause for him to read through that document.
BOARD MEMBER REIDA: | assumed
that he would be familiar with the document.
THE WITNESS: Weéll, I'veread
the document. It's been awhile since I've
doneit.
| don't -- | can't answer you. | just
know that that's what Central doesiswe are
about irrigation and water. And aswe go
forward, that is part of the reason that we
would have a 23-member board and Central would
till be involved.

welcome.

BOARD MEMBER HUTCHISON: | have
questions. We're obviously going to break.
And thiswitness is coming back. So | think
it's up to everybody whether we want to
continue with this witness after lunch, and |
have a series of questions.

HEARING OFFICER TEXEL: So,
Mr. Chair? Mr. Reida?

BOARD MEMBER REIDA: Yes?

HEARING OFFICER TEXEL: Soas
chair, it's 12 -- just after 12:10. Do you
want to break at this point, Mr. Rowe can read

10
11
12
13
14
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19
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25

HEARING OFFICER TEXEL: So they
said it'sfine.

Ms. Peck, are you okay with that?

She's nodding yes.

Okay. So we will take approximately an
hour. It'sclosingin on 12:15. Our target
will be 1:15 to restart.

So for planning purposes for the public,
about 1:15 to be back, give or take.

And Mr. Rowe can read through that
document. And then there will be some
questions on that.

And with that, we will bein recess.

(12:12 p.m. - Recess taken.)

23 BOARD MEMBER REIDA: Okay. 23 through the Plan of Consolidation, we can come
241 Maybe we should do what Tim suggested, over the | 24 |back to this witness?
25 |lunch hour, if you want to review that document |25 | know the other board members indicated
Page 174 Page 175
1|they have some questions, too. Isthisagood 1 (At 1:20 p.m., with parties present as
2|time for abreak for lunch? 2| before, the following proceedings were had:)
3 BOARD MEMBER REIDA: I'd be okay 3 HEARING OFFICER TEXEL: Well
4 |with that. What does everybody else think? 4| reconvene this -- reconvene this hearing.
5 BOARD MEMBER GOTTSCHALK: That's | 5 And | believe we were at the board members
6|fine. 6| having some questions for this witness.
7 BOARD MEMBER HUTCHISON: That's 7 Were you going to say something?
8|fine. 8 MR. BRASHEAR: No. | was-- and
9 9
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I will have a couple followup questions as
well. But board first.

HEARING OFFICER TEXEL: Okay.
Okay.

MR. BRASHEAR: Sure.

HEARING OFFICER TEXEL: Sol --

BOARD MEMBER HUTCHISON: Canll
have aquestion first?

HEARING OFFICER TEXEL: Okay.
So, Mr. Chair, | believe you had a question for
this witness, based on the document he'shad a
chance to read now?

BOARD MEMBER REIDA: Yeah, the
document, the consolidation agreement where you
find where the water rights are being -- where
those are protected, issues with water rights,
where they should find that addressed in the
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1| consolidation agreement. 1|regulations and policies on said subjects on
2 THE WITNESS: | would point you 2|PRPPID."
3|to No. 3, the purpose on page 2, and -- "The 3 BOARD MEMBER REIDA: So there's
4|primary purpose of PRPPID shall beto at a 41not any superiority, just that you're merging
5/low -- at aslow an overall cost as possible 5|the two together?
6| deliver -- deliver surfaceirrigation, 6 THE WITNESS: We're merging the
| distribute electrical power and operate hydro 7|two together. But | would note that on day
8|facilities to generate -- generate electrical 8 |one, there will be 12 Centra directors, and
9 9

power for wholesale and retail distribution.

The secondary purpose of PRPPID shall beto
recharge groundwater, enhance the environment,
provide recreational opportunities and

facilitate economic development.”

And then | would also point you to No. 6,
governing documents, "On the consolidation
date, the charter, as amended, concurrent here
within -- with by -- and bylaws of Central
shall be the charter and the bylaws of PRPPID
and the rules, regulations and policies of
Central with regard to the delivery of surface
water irrigation, operations of hydropower
facilities and distribution of wholesale
electrical power and the rules, regulations and
policies of Dawson with regard to distribution
of retail electrical power, be these rules,

there will be 11 Dawson directors. And on day
one, their governing rules move forward.

BOARD MEMBER REIDA: Sowhat if
there's a conflict between the two?

THE WITNESS: Well, | guess|
would say, like any board meeting, you'd work
it out.

BOARD MEMBER REIDA: Yeah, |
guess -- and that was what my question was when
you have two general managers who are on equal
ground, how do you know who's in charge?

THE WITNESS: Well, | would also
say we'll have to work that out.

BOARD MEMBER REIDA: Soif there
was an issue, they would have to cometo the
board for an operational -- daily operational
issue?
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THE WITNESS: Yeah, they
definitely could.

BOARD MEMBER REIDA: Isthat
what you're expecting, that on a daily
operational basis, they have to address the
board to make decisions?

THE WITNESS: No, | don't expect
that.

| would think that they are -- Dawson will

run Dawson's stuff in regard to them and
Central would run Central's stuff in regard to
them until we figure out as a board and as the
governing body how we would run it in the
future.

But the bylaws would carry forward from
what is currently both entities bylaws. They
would move forward.

BOARD MEMBER REIDA: | guess
that's maybe where the Protestants would have
the issues, that there's no -- there's no
clearly defined operational guidelines. And
you have two general managers where no one
really isin charge on a day-to-day operations.

THE WITNESS: | would direct you
to the governing documents, No. 6, the

. . Page 179
consolidation, the charter and the bylaws move

forward on day one from Central and from
Dawson. And then all 23 directors would bein
force.

BOARD MEMBER REIDA: Okay.
Thank you.

THE WITNESS: Thank you.

BOARD MEMBER HUTCHISON: Soin
the opening comments of both counsels, |
noticed a difference kind of in how they
described this.

Central's opening said, you know, it --
that the district was owned and accountable to
the public.

Citizens mentioned that these are not --
these are citizens, not customers, and they're
also ratepayers.

So | think we're kind of getting some to
the fundamental about, like, what's the
difference here between, you know, kind of the
difference of perspectives.

And so | thought I'd ask alittle bit
about Central today.

Does -- so how many -- how do the
electionswork? So are the elections -- every
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1|voter that sits within that county is able to 1|and where they are scattered across the
2|elect adirector? 2| counties.
3 THE WITNESS: That is correct. 3 So there'sonein Keith County. There's
4| They're six-year terms. My county, Dawson, for 4|onein Lincoln County. I'min Dawson County.
5 |instance, everyone in Dawson County would vote 5 |And then there are three in Gosper County,
6 |for whomever they chose at the time, whoever 6 | three in Phelps County and threein Kearney
7 |was up for election, whoever had filed. 7|County.
8 BOARD MEMBER HUTCHISON: So 8 HEARING OFFICER TEXEL: Areyou
9 |these boards today as elected and governed in 9 |talking about the blue dots?
10| structure essentially are representing the 10 THE WITNESS: Yes.
11|voters of those counties? 11 MS. KREIFELS: And he's
12 THE WITNESS: That is correct. 12 referring to Exhibit 43.
13 BOARD MEMBER HUTCHISON: So 13 BOARD MEMBER HUTCHISON: Okay.
14you've got your Tri County area. You've got 141 All right. Thank you.
15|the county that's -- let me pull up my map 15 So let's go back to the vote here on the
16 | here. Apologizefor my -- Keith County, 16| charter amendment. Y ou were in attendance the
17| Lincoln County and Dawson County, generally 17| day that this was approved by Central's board?
18| speaking, those are the six counties; right? 18 THE WITNESS: Yes.
19 THE WITNESS: That is correct. 19 BOARD MEMBER HUTCHISON: And the
20 BOARD MEMBER HUTCHISON: Canyou |20|vote was nine to three with one board office
21 |tell me how many directors are in each one of 21 |vacant, as was previously mentioned?
22| those counties? Or how does that election work 22 THE WITNESS: Yes.
23|today? What's the composition of the board? 23 BOARD MEMBER HUTCHISON: And so
24 THE WITNESS: So currently if 24 |there are nine directors with the -- including
25 |you look at the blue, those are the directors 25 | the vacancy that are in those three counties --
Page 182 Page 183
1|the Tri County area? 1|vote?
2 THE WITNESS: That is correct. 2 THE WITNESS: Two voted no. And
3 BOARD MEMBER HUTCHISON: Doyou | 3|thentherewas avacant position, which made
4 |recall the three board members that chose to 4 |three total no's.
5 |vote against this? Were they all representing 5 BOARD MEMBER HUTCHISON: Oh,
6 |the Tri County area? 6|okay. Okay. Okay. All right. | got it.
7 THE WITNESS: All three of them 7 So the mgjority of the directors elected
8 |would have been in Phelps County. 8in those three counties voted in favor of
9 BOARD MEMBER HUTCHISON: All 9|this-- of amendment?
10| three were in Phelps County? 10 THE WITNESS: That is correct.
1 THE WITNESS: So I'll remind you 1 BOARD MEMBER HUTCHISON: Do you
12| that the one vote that was a no vote was an 12| believe that the irrigation water service, the
13| absent voter. There was no onein that seat. 13| users of irrigation water service are
1410 it was by default ano. But that was aso 14| prejudiced by this amendment?
15]in Phelps County. 15 THE WITNESS: No, not at all.
16 BOARD MEMBER HUTCHISON: Does 16 BOARD MEMBER HUTCHISON: Have
17| each county get three -- has three directors? 17| you had discussions with people that do believe
18 THE WITNESS: Of Phelpsand 18 |that?
19| Gosper and Kearney County, the bottom three 19 THE WITNESS: I'veheardit and
20| counties al have three directors each. So 20 |read it in the newspaper. Heard it on the
21 |there'satotal of nine. 21 |radio.
22 BOARD MEMBER HUTCHISON: Okay. 22 BOARD MEMBER HUTCHISON: But
23|S0 in the three -- so there's atotal of nine. 23| based on your understanding of the district's
241 And of that nine, three voted no, and one 24 | processes and governance and your knowledge of
25 25

position was vacant, which isthe same asano

the service that's currently provided and would

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1 52 (184 - 187)
2/15/2023
Page 184 Page 185

1| be provided, you don't believe they are 1 A. NonDisclosure Agreement.

2| prejudiced? 2 Q. And there was reference to meetings

3 THE WITNESS: | don't. 3|where that may have been signed at. Do you

4 BOARD MEMBER HUTCHISON: Okay. | 4|recall what joint board meeting that occurred

5|All right. 5lat?

6 THE WITNESS: Notinmy view. 6 A. ltwasin Kearney at ajoint board

7 BOARD MEMBER HUTCHISON: All 7Imeeting. And the NDA was to discuss a business

8|right. Thank you. 8| opportunity that would deal with carbon-free

9 9

HEARING OFFICER TEXEL: Any
other questions by board members? All right.

Mr. Brashear, you said you had some.

MR. BRASHEAR: Couple followup,
just --

HEARING OFFICER TEXEL: Redirect
questions. Okay.

MR. BRASHEAR: Redirect, yes,
thank you.

REDIRECT EXAMINATION

BY MR. BRASHEAR:

Q. Mr. Rowe, earlier under
cross-examination from Mr. Degan, reference was
made to aNDA. What -- do you understand what
an NDA refersto?

A. Yes, | do.

Q. What does NDA stand for?

electricity that Central could provide and
Dawson could aso be the distributor to.

Q. Mr. Rowe, isit your testimony that
that NDA was not related to the merger of
Central and Dawson Public Power District?

A. It had nothing to do with that. It
was just a potential outside endeavor that
could possibly happen if the -- if the stars
aligned with both districts.

Q. It related to an economic devel opment
opportunity?

A. Yes.

HEARING OFFICER TEXEL: Just to
clarify, when you say has nothing to do with
that?

THE WITNESS: I'm sorry.

With --
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BY MR. BRASHEAR:

Q. Doesit have anything to do with the
merger?

A. Had nothing to do with the merger.

Q. Okay. Thank you.

HEARING OFFICER TEXEL: Just
wanted to be explicit in the record on that.

MR. BRASHEAR: Appreciate that.
BY MR. BRASHEAR:

Q. Mr. Rowe, would you view Central as
being an example of local control today?

A. Yes, | would.

Q. If the Power Review Board approves
this amendment and Platte River Public Power
and Irrigation District takes effect, would you
view Platte River Public Power and Irrigation
District as being alocally controlled entity
aswell?

A. Absolutely.

Q. | want to refer to -- Mr. Rowe, you
to Exhibit 43, which is both on the easel and
in -- before the board members.

What is your understanding of what Exhibit
43is?

A. 43 isamap of the board membership

. . Page 187
between the two districtsas of July 1if a

merger were to take place by July 1.

Q. Andisit your understanding that
thisisalisting of the current directors of
Central and Dawson?

A. Thisisalisting of the current
directors, yes.

Q. And are -- what color are the Central
directorsin?

A. They areblue.

Q. And what color are the Dawson
directorsin?

A. They arered.

Q. Andisit your -- what is your
understanding from the Plan of Consolidation
with regard to how many directors Platte River
Public Power and Irrigation District would have
on thefirst day?

A. First day, there would be 23.

Q. And how many of those directors would
be current directors of Central?

A. Therewill be 12 current directors of
Central.

Q. And how many of those directors would
be who are now current directors of Dawson?
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11 A. Therewill be 11 current directors 116 that the rules, regulations and policies of
2|for Dawson. 2| Central regarding the delivery of surface
3 Q. Soisit your testimony there will be 3lirrigation will be those of Platte River on day
4123 directors at the beginning, 12 of whom will 4lone?
5| have been Central directors and 11 who will 5 A. That iscorrect.
6 | have been Dawson directors? 6 MR. DEGAN: Objection. Form,
7l A. Thatismy testimony, yes. |foundation, to the extent it calls for alegal
8 HEARING OFFICER TEXEL: Eachof | 8|conclusion.
9 9
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those are the full boards; right? There's 12

and 11 now on those respective boards; right?
THE WITNESS: That is correct.
HEARING OFFICER TEXEL: Okay.

BY MR. BRASHEAR:

Q. Mr. Rowe, you referred in Exhibit 44,
the Plan of Consolidation, to Section 6?

A. Yes.

Q. Isit your understanding that on the
first day of Platte River Public Power and
Irrigation District, the bylaws of Central will
be the bylaws of Platte River?

A. That is correct.

Q. Would you view the bylaws of Central
today as being favorable towards irrigators?

A. | would say, yes.

Q. Isit your understanding from Section

BY MR. BRASHEAR:

Q. Isityour belief --

MR. DEGAN: Hisunderstanding.
BY MR. BRASHEAR:

Q. Isit your understanding --

MR. BRASHEAR: Thank you,
Counsel.
BY MR. BRASHEAR:

Q. Isit your understanding that the
rules, regulations and policies of Central
regarding delivery of surface irrigation will
be those of Platte River on day one?

A. Itis, yes.

Q. Do you believe that the rules,
regulations and policies of Central today are
favorable towards surface water irrigators?

1
2
3
4
5
6
7
8
9
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Q. To change the bylaws of Platte River,

what would be required as you read Section 6?
MR. DEGAN: Again, I'm going to

object to the extent it callsfor alegal

conclusion.

BY MR. BRASHEAR:

Q. What is your understanding of what
the Platte River board would need to do to
change the bylaws?

A. Youwould need a mgjority vote. And
the majority would be sitting with Central. So
you'd have to have a dissension from a Central
board member to have any changes.

HEARING OFFICER TEXEL: Would --
let me interrupt for amoment.

Would that vote be of the members present
to change that? Or will it be the members --
of al members of the Platte River District?
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that a vote would be required by the Platte
River board to amend the bylaws?

A. Yes, it would be -- avote would be
required to amend the bylaws.

Q. And amagjority of the Platte River
board -- isit your understanding the majority
of the Platte River board would be former
directors of Central when Platte River is
formed?

A. That iscorrect.

Q. Mr. Rowe, you testified earlier about
avacancy on the Central board of directors.
Has that vacancy been filled?

A. Ithas.

Q. Who filled that vacancy?

A. Brent Soneson.

Q. And when was that filled?

A. That wasfilled in the general

19| Do you know? 191 election.

20 THE WITNESS: | don't know. 20 Q. Of?

21 HEARING OFFICER TEXEL: Okay. 21 A. Of the -- the general election of --
22|BY MR. BRASHEAR: 22| Q. November 2022?

23 Q. Andso | -- Mr. Rowe, | want to 23 A. Yes, exactly.

24 clarify, without getting into what the vote 24 Q. And Mr. Soneson has been seated?

25 |would be required, isit your understanding 25 A. Hehas
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1 MR. BRASHEAR: | have no further 1| percent.
2| questions. 2 BOARD MEMBER HUTCHISON: Okay.
3 HEARING OFFICER TEXEL: Recross? 3| Soif we go to the -- if we go to the -- not
4 MR. DEGAN: Arewedoing 4|the immediate, you know, combined merger board
5| recrosses? 5| but the long-term vision of the -- of the
6 HEARING OFFICER TEXEL: Weare. 6| board, describing the Plan of Consolidation,
7 BOARD MEMBER HUTCHISON: Well, 7| there would be seven subdistricts?
8 |before you -- well, | have a couple other 8 THEWITNESS: Yes.
9 9 BOARD MEMBER HUTCHISON: And
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followup onesthat | was going to ask. But do
you want to do recross first? Or do you --
HEARING OFFICER TEXEL: Why
don't you go ahead. | think he'slooking at
his notes of what he might want to ask. Why
don't we have the board members ask.
BOARD MEMBER HUTCHISON: So you
mentioned that all of the voters elect these
directors. How many -- do you have arough
idea of the percentage of votersthat are
irrigation users?
THE WITNESS: | don't.
BOARD MEMBER HUTCHISON: Do you
think -- do you have an idea whether that's

10
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each one of those subdistricts has two
directors?

THE WITNESS: That is correct.

BOARD MEMBER HUTCHISON: Soif |
go to the map that we said wasin -- | don't
remember.

HEARING OFFICER TEXEL: Exhihit
43

MR. BRASHEAR: 43.

BOARD MEMBER HUTCHISON: 43, we
also have up here, that means there will be two
people from Keith County?

THE WITNESS: That is correct.

25

be electing directors, the current counties

23| more or less than 20 percent? 23 BOARD MEMBER HUTCHISON: Are
24 THE WITNESS: If | had to guess, 24 |those people -- Keith County in the merged, the
251 would say it would be way less than 20 25| new Platte River Public Power District, in your
Page 194 Page 195
1lirrigation and public power district, would 1\that are represented -- Keith, Lincoln, Dawson,
2|it -- does it provide retail customer electric 2| Gosper, Phelps and Kearney -- all but one
3|servicein Keith County? Do you know? | mean, 3| county, essentially Buffalo County, is the only
4if you don't know, that's okay. 4| county that has no current Central customers or
5 THE WITNESS: | don't know. | 5|voters?
6|should know. But | don't. 6 THE WITNESS: That iscorrect.
7 BOARD MEMBER HUTCHISON: Okay. 7|And I'd like to back you up just a second.
8| And then there would be two people from 8 Thereis one Dawson director that isin
9|Lincoln. And if I'm understanding correctly, 9| Gosper County.
10| Lincoln County, it's one of the areas of the 10 BOARD MEMBER HUTCHISON: There
11| merger that is -- where there are voters 11|isone Daw -- oh, | see. Yeah, Dawson County
12 | currently from both the -- from both current 12]goesinto -- Dawson -- the district of Dawson
13| districts, Dawson and Central ? 13 |goesinto Gosper County?
14 THE WITNESS: That is correct. 14 THE WITNESS:. Exactly, yes.
15 BOARD MEMBER HUTCHISON: Same 15 BOARD MEMBER HUTCHISON: Okay.
16 |thing for Dawson County? 16 |All right. | seethat. Okay. All right.
17 THE WITNESS: That is correct as 171 Thank you.
18| well. 18 THE WITNESS: Yes.
19 BOARD MEMBER HUTCHISON: And 19 MR. DEGAN: | did have a couple
20| then the Tri County areas are just members of 20| of followup points. But | think | can get
21| Central but not members of Dawson? 21 |there with other witnesses.
22 THE WITNESS: That is correct. 22 And counsel passed me anote, and | think
23 BOARD MEMBER HUTCHISON: Soyou |23 |by stipulation, the parties have agreed not to
24| would have -- of the voters that are going to 24| do recross, just in the interest of time.

HEARING OFFICER TEXEL: Okay.
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1 MR. DEGAN: Agreed? 1|some information on that.
2 MR. JARECKE: On all witnesses, 2 THE REPORTER: Would yo spell
3| correct. 3|your name for me, please?
4 MR. DEGAN: On all witnesses. 4 THE WITNESS: Scott Dicke,
5 HEARING OFFICER TEXEL: Okay. | | 5|S-C-O-T-T, D-I-C-K-E.
6 |don't want to foreclose that on a party. 6 HEARING OFFICER TEXEL:
7 MR. DEGAN: Okay. 7|D-I-C-K-E?
8 HEARING OFFICER TEXEL: If you 8 THE WITNESS: Correct.
9| guys want to stipulate to that, I'm fine with 9 HEARING OFFICER TEXEL: NoY?
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that.
MR. JARECKE: Thank you.
HEARING OFFICER TEXEL: All
right. Sol believethat'sall for Mr. Rowe.
Thank you very much.
THE WITNESS: Thank you.
HEARING OFFICER TEXEL: You can
step down.
THE WITNESS: Thank you for your
time.
MR. BRASHEAR: Wewill cal
Scott Dicke as our next witness.
And | would preface that in noting that
Mr. Dicke will talk about some of the
irrigation issues that have been raised by the
board and that we discussed earlier to give

THE WITNESS: Correct.
HEARING OFFICER TEXEL: Okay.
SCOTT DICKE,
Called as awitness on behalf of CNPPID, being
first duly sworn, was examined and testified as
follows:
HEARING OFFICER TEXEL: Okay.
Please be seated.
THE WITNESS: Thank you.
HEARING OFFICER TEXEL: And| --
you stated your name. Could you state your
address?
THE WITNESS: 504 Alma, Nebraska
68920.
17
i1l
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Page 198
DIRECT EXAMINATION
BY MR. BRASHEAR:

Q. Mr. -- yeah. Mr. Dicke, what isyour
position with Central ?

| -- I'm sorry, Mr. Dicke, let me ask, are
you an employee of Central?

A. Yes | am.

Q. What isyour position with Central ?

A. I'mtheirrigation and water services
manager.

Q. And what do those duties entail?

A. It'smaking sure our customers get
water, making sure there's adequate
infrastructure to make sure that they're taken
care of and they can irrigate their crops and
taking care of quotes.

Q. Soyou'reresponsible for frontline
relationship with irrigation service customers?

A. Yes, that's correct.

Q. How long have you been at Central?

A. A little over acouple -- two years,
alittle over.

Q. Haveyou held other positions at
Central or --

A. Not at Central, no

Page 199
Q. Wheredid you work before Central?

A. | wasthe assistant manager for the
Lower Republican Natural Resources District.
Q. And what were your duties there?
A. | -- everything administrative. We
had approximately 300,000 acres of groundwater
irrigation that was allocated and metered. And
so making sure that water was used efficiently
within the rules and regulations.
Q. So at Lower Republican, you primarily
worked with groundwater irrigation?
A. Correct.
Q. And at Central, you primarily work
with surface water irrigation?
A. That's correct.
HEARING OFFICER TEXEL: How long
did you work for the Lower -- wasit Lower?
MR. BRASHEAR: Lower Republican.
HEARING OFFICER TEXEL: Lower
Republican.
THE WITNESS: | want to say
short of eight years. End of -- end of 2014 to
maybe the beginning of 2021.
HEARING OFFICER TEXEL: Okay.
So approximately eight years?
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1 THE WITNESS: Approximately. A | 1|surface water and the groundwater.
2|little short of that. 2 Q. And you heard Mr. Rowe's testimony on
3 HEARING OFFICER TEXEL: Close | 3|surface water. Would you agree with his
4|enough. Just wanted to get an idea. 4|description of surface water irrigation?
5|BY MR. BRASHEAR: 5| A. Yesh.
6 Q. So, Mr. Dicke, | think you heard 6 Q. Anything you would add to that?
7 |testimony or questions earlier today about 7 A. You know, generally when you think of
8 |issues related to water and irrigation. 1'd 8 |groundwater, again, it is water that is being
91like to explore those alittle bit with you if 9| extracted from awell. And surface water

1011 may -- 10 |typically is thought of as being impounded

11 A. Yes. 111 pehind adam or drawn from the river and then
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Q. -- for the benefit of everyone here.

What is meant by irrigation?

A. Sure. | get that question alot.

And so irrigation, the application of
water to assist crops from -- if you have
precipitation and you don't have enough of it,
you apply water for irrigation to grow the
crop.

Q. And are -- isthere one method of
irrigation, or are there -- is there more than
one method of irrigation?

A. In Nebraska, we predominantly think
of surface water irrigation and groundwater
irrigation. We talked alittle bit about the

25

applied directly to the field.

Q. Okay. What irrigation is Central
involved with or doesit facilitate? What
types of irrigation does it facilitate?

A. Predominantly surface water
irrigation.

Thereisindirect support of the water
table, increasing the water table. That
reduces pumping costs for groundwater pumpers,
groundwater irrigators.

Q. | think at thistime, Mr. Dicke, just
to help with this description, I'd like to
point to --

MS. KREIFELS: 21.
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BY MR. BRASHEAR:
Q. -- Exhibit 21, if | may. And welll
put up aslide which is page 15 of Exhibit 21.

MS. KREIFELS: It'sactualy
going to be page 16 instead.

MR. BRASHEAR: Page 16. Sorry.
BY MR. BRASHEAR:

Q. Page 16 of Exhibit 21.

Mr. Dicke, do you have page 16 of Exhibit
21 --

A. | do.

Q. -- availableto you?

And isthat what's represented on the
easel aswell?

A. Yes, itis.

Q. Can -- do you understand this
exhibit, what it's portraying?

A. | do.

Q. Could you explain what you understand
this exhibit to be portraying?

A. Certainly.

THE WITNESS: With permission of
the board and executive director, could | stand
and point to afew things?

HEARING OFFICER TEXEL: Yes.

. L Page 203
But describe where you're pointing on the map

because the record won't -- if you just point
and say --

THE WITNESS: Sure.

HEARING OFFICER TEXEL: -- here,
people reading it wouldn't know where it's at.

THE WITNESS: Okay.

HEARING OFFICER TEXEL: Soif
you could do that, but, yes, you can do that.

THE WITNESS: Okay. Thank you.

A. To start, in thiswhole map, we're
looking at the Central Platte Basin. Okay.

Lake McConaughy being at the far left side of
theillustration here.

Each one of these four emblems recognizes
apower production facility, one of Central's
facilities operated as a power plant.

HEARING OFFICER TEXEL: And
that's those kind of square --

THE WITNESS: Right.

HEARING OFFICER TEXEL: -- with
the appearance of water coming out of it is--
isa--

THE WITNESS: Hydro --

HEARING OFFICER TEXEL : -- hydro
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1ldam? 11 goes through the next hydro generation of
2 THE WITNESS: Hydro generation. 2| Jeffrey.
3 HEARING OFFICER TEXEL: 3 And it continues to Johnson Lake down
4|Generation. Okay. 4here. And water continues through J-1, asit's
5 THE WITNESS: Uh-huh, yep. 5|referred to, Johnson 1 and Johnson 2. Then
6 MR. JARECKE: Speak upjust a 61 goes through the Phelps Canal system.
7little bit. 7 And this area, in the darker color where
8 THE WITNESS: You bet. 8|it saysdirect water irrigation, that's all
9 HEARING OFFICER TEXEL: That-- | °|water that Central provides directly toits
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| just note that microphone only handles this
room.

The microphone on the corner of that
witness stand is the one that actually picks up
for WebEx.

MR. JARECKE: Okay.

A. And starting at Lake McConaughy,
whereirrigation water is stored, itis
released. It runs through one of the hydro
generations generator. It continues down the
river.

HEARING OFFICER TEXEL: Which
oneisthat one?
THE WITNESS: Thisisat
Kingsley Dam. Okay. Thank you.
A. And asit comes down, it ultimately

25

customers with the Water Service Agreement.
HEARING OFFICER TEXEL: That's
the tan, orangish-looking area?
THE WITNESS: That's correct.
Okay.

A. And so -- that's the water for
Central.

Other water that's released out of Lake
McConaughy for surface water irrigation might
not run through Central's hydros. It might
come down to theriver.

The furthest one for surface water
irrigation isin Buffalo County. So Buffalo
County has an irrigation -- surface water
irrigation district.

And then this other darker magenta color,
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purple, is aso surface water irrigation

districts.

So that isabig picture. And then
ultimately all of thisareaisalso -- has
groundwater irrigation.

HEARING OFFICER TEXEL:
Depending on the original exhibit, it's kind of
magenta or purple on the large demonstration
exhibit.

Ontheonel have, it'skind of adarker
blue. And there'slight blue around the hydro
generators and such.

| just want to be clear so we have the
colors.

But the -- and then you referred to that
small darker area on the right around the east
as-- | forget what that was.

THE WITNESS: Thisis--
actually, water that's released from Lake
McConaughy is providing surface water
irrigation in the very darkest color.

HEARING OFFICER TEXEL: It'son
the upper right section?

THE WITNESS: Yep.

HEARING OFFICER TEXEL: Okay.
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THE WITNESS: Towards Kearney.

In addition to this other darker area, thisis
al surface water irrigation that comes out of
Lake McConaughy.

HEARING OFFICER TEXEL: Okay.
Thank you.

BY MR. BRASHEAR:

Q. Mr. Dicke, where would you say
approximately that larger surface water
irrigation spot in the middle of that, what
countiesisthat in?

A. | believe that would be in Dawson and
Lincoln County predominantly.

Q. And so are there canals there then?
That's how that surface water irrigation is
being delivered?

A. Yes, that iscorrect.

BOARD MEMBER MOEN: What'sthe
difference between direct surface and indirect
surface? Areyou getting --

THEWITNESS: In--in--on
thisillustration -- that's surface water
irrigation that derives from Lake McConaughy.

Direct surface water irrigation is the
area that has a contract with Central to
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1| deliver that. 11 of Centra amoment ago, surface water
2 Indirect surface water irrigation is water 2lirrigation customers; isthat correct?
3|that other irrigation districts have and they 3 A. Yes.
4|gtoreit in Lake McConaughy. It'sthe 4 Q. Isthere adocument of some kind or
5 |importance of Lake McConaughy to surface water 5|how is that arrangement between Central and
6irrigation. 6|those customers proven, established, created?
7 BOARD MEMBER HUTCHISON: SolI'm| 7 A. Sure. Wehavea-- what'scdled a
8| not sure -- I'm not asking you to answer maybe 8|Water Service Agreement. That isto deliver
9 9

specifically about Mr. Rowe, but he testified
that he was an irrigator but he was not a
customer of Central. Doesthat imply that
those people that are either in that
circumstance are customers of these other
districts?
THE WITNESS: It could be.
BOARD MEMBER HUTCHISON: Okay.
THE WITNESS:. In Mr. Rowe's
case, | believethat isho
BOARD MEMBER HUTCHISON: So
indirectly, they are benefiting from Central's
management of that dam, whether they're direct
customers of Central or not?
THE WITNESS: | would say so.
BY MR. BRASHEAR:
Q. Mr. Dicke, you talked about customers

water to those customers where the water rights
are attached to the land.

Q. And do the water rights belong to the
landowner? Do they belong to Central? Do --

A. They belong to the landowner --

Q. -- what isthe balance?

A. -- and carried in trust by Central.

Q. And generdly | assume there's
variations between Water Service Agreements?

A. Generaly thereis some variation.

But that is through time and through the edits
of many attorneys over time.

Some of them go back to 1950. And asthey
evolved, there's just some -- some slight
modificationsin there. So -- but generally
they are consistent.

Q. Do the Water Service Agreements
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establish how much water a customer is entitled

to?

. Yes, they do.

Do they establish a maximum amount?
. Yes, they do. 1.5 acre-feet per

Do they establish a minimum amount?
. They don't establish that. But the
board has, you know, the responsibility to
provide water to the best of its ability but is
not held liable should drought or something
come along.

Q. Testimony was given earlier related
to theterm allocation. Does that relate to
this question?

A. Yes, it does.

Q. What does alocation mean?

A. ltisif the board determines there
is a quantifiable amount but it's not able to
meet that 1.5 acre-feet per acre, they could
say, well, we're going to allocate one
acre-foot per acre for those customers to make
sure everybody has some water.

Q. And the board makes that decision?

A. The board does make that decision.

. Page 211
Q. Isthere arecommendation from staff

to the board, or is that something the board
initiates?

A. If --if the staff is asked by the
board, you know, what their thoughts are, we
provideit.

You know, if -- alot of timesthere'sa
lot of sand on the beach in McConaughy that,
you know, some people are looking at. But
staff does say thisis how much water's there
and thisiswhat we need to get to -- to
everyone.

Q. Isallocation made on adistrictwide
basis? Isit made on a canal-system basis, or
is-- or isit on an individual -agreement
basis?

A. From what | understand, the board's
always made it on a districtwide basis.

Q. So everybody inthedistrict, all
surface water irrigation customers are treated
the samein an alocation?

A. That'swhat | understand.

Q. That'syour understanding?

A. Yep.
HEARING OFFICER TEXEL: I'm

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1

59 (212 - 215)

2/15/2023
Page 212 Page 213
11going to interrupt for aminute. 1|it could be modified if the water isn't
2| You said the district has aresponsibility 2| availablein sufficient quantity; isthat a
3|to provide water to the irrigators; is that 3|fair --
4|right? 4 THE WITNESS: That'sfair.
5 THE WITNESS: To -- yes. 5 HEARING OFFICER TEXEL: --
6 HEARING OFFICER TEXEL: Is-- | 6|description?
7land what creates that responsibility? I'm 7| Okay. Mr. Brashear -- or board member has
8| getting at isthat alegal responsibility by 8|aquestion.
9 9 BOARD MEMBER HUTCHISON: You
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statute? |sthat a contractual responsibility?
What creates that right?

THE WITNESS: The serviceand
the delivery is through a contract, through a
water services contract with the producer.

HEARING OFFICER TEXEL: But
there's not a guarantee on a minimum amount
that has to be supplied? It'skind of a
pro rata amount to all irrigators?

THE WITNESS: Itisthe--the
contracts all stipulate 1.5 acre-feet per acre.
Y ou know, but the board has the capability to
adjust that.

HEARING OFFICER TEXEL: Okay.

testified to the difference between, like, the
water -- the rights belong to the landowners
but the district isbasically serving as
trustee of that resource. Can you explain a
little bit more about what that means? Or
maybe | didn't describe that correctly. Can
you clarify that?

THE WITNESS: | think you -- the
water -- the water that is stored and diverted
has adestination. And it'sto atract of
land. Okay. And getting that water and
holding that appropriation iswhat Central
does.
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Can you kind of explain the relationship
between how Central -- Central manages the flow
of this water, the impact that it has on these
other irrigators?

THE WITNESS: I'll do my best.

So there's multiple interests that hold
water in Lake McConaughy. Thereisirrigation.
And the irrigation districts include Central.

It includesirrigation districtslike in this
exhibit in the dark blue area. Okay?

There's also requirements of water to
meet, that was mentioned, the Federal Energy
Regulatory Commission.

And so there'sapie, you know. There's
this much water. And so as the water gets
less, the overall pie gets smaller.

And so, you know, on the -- the north side

23|30it's-- it sets a standard -- 23| And soif a-- so the water can't be moved

24 THE WITNESS: Basdline. 24| without the consent of the landowner. The

25 HEARING OFFICER TEXEL: -- but |25|water's attached to the land.

Page 214 Page 215

1 BOARD MEMBER HUTCHISON: %)kay. 11 of theriver where these -- in this diagram
2| And can you -- you mentioned these other 2|where the indirect water irrigation is, the
3lirrigation districts that are receiving their 3| contract water, there's probably more surface
4|water from Lake McConaughy. Y ou mentioned 4|water irrigated acres on that north side than
5|something about, | think, so much of the water 5|what Centra hasin -- overal.
6|that's stored at McConaughy isin trust to 6 | don't know if | got there or not so --
7|various districts; isthat away to think about 7 BOARD MEMBER HUTCHISON: No. |
8|that? 8|think that's helpful.
9 9 What about -- so did | understand

correctly that Central is the one managing that
flow from the dam? They manage the dam, so
then water come through the dam -- even
though --

THE WITNESS: Yeah.

BOARD MEMBER HUTCHISON: -- the
pieis going to be -- how much water flows
through that dam will be afunction of how
Central decides to manage the water levels
behind the dam and the lake level -- the depth
of lake, asit shrinks -- in the event that
there -- you were in a drought condition, it
hasto alocate, Centra isthe entity that
determines how much water is going to flow
through this dam.

And they have to meet requirements for
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11 FERC, wildlife requirements. They're going to 1\to bereleased.
2| meet requirements to make sure that they are 2 HEARING OFFICER TEXEL: They're
3| meeting these other users, other irrigation 3| senior to Central?
4|districts that have -- that are going to 4 THE WITNESS: They are.
5| receive some of thiswater for their uses, and 5 BOARD MEMBER REIDA: So canyou
6|you're also then for the downstream 6| address the mechanics of how it's metered?
7| hydroelectric dams, aswell as the Central 7| Does each user have ametering device asit
8| customersthat are irrigation users? 8| pumps out of the canal? Or how do you know how
9 THE WITNESS: | would say 9 much water they've used?
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ultimately the water's flowing out of Lake
McConaughy. Andif | could, | would --
BOARD MEMBER HUTCHISON: Yes.
THE WITNESS: -- point to one
spot here.

Down by Kearney, thisis, | believe, the
oldest -- one of the oldest or the oldest water
right. Soif they call --

HEARING OFFICER TEXEL: That's
the dark blue area on the north --

THEWITNESS: Itis.

HEARING OFFICER TEXEL: -- east
part of that light blew area?

THE WITNESS: | believe that's
the Kearney Canal. And if they call for their
water, since they're senior right, it -- it has

THE WITNESS: The end user at
Central has ameter.

| can't speak for the other irrigation
districts as to whether or not they meter the
water. But they have their water right. And
they can flow for that amount.

And soitistracked in avery large,
complicated spreadsheet that is -- you know,
the -- alot of people are involved, the people
who have the water right in the State of
Nebraska, Department of Natural Resources.

BOARD MEMBER REIDA: Off of that
metered amount, they're then billed, and off of
that, you're making a 30 percent margin; is
that correct?

THE WITNESS. | need to
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repeat -- could | ask you to repeat that

guestion for me, please?

BOARD MEMBER REIDA: Wéll, you
have a metered amount. So after the meter is
somehow read, they're then billed for the
water, and off of that bill, Central has a 30
percent profit margin; isthat correct?

THE WITNESS: | can speak to the
meter. The water that runs through the meter
ishilled. We know that amount.

| can't speak to the 30 percent profit
margin for Central through that meter. But the
water that runs through the meters at Central
we hill for.

BOARD MEMBER REIDA: Okay. |
think in the opening statements, the -- one of
the lawyers had indicated there's $100 million
of cash and that the water isbeing sold at a
30 percent margin. So maybe that -- that's
somebody else probably going to tell usthat.

HEARING OFFICER TEXEL: |
think -- | think the next witness is expected
to deal with that, Mr. Chair.

BOARD MEMBER REIDA: Then the
other question, where does -- NPPD isan

o . o . Page 219
irrigation district, too. Where arethey at in

this span of irrigation? Where do they get
their water?

THE WITNESS: | believe from
Lake McConaughy.

BOARD MEMBER REIDA: Same place.
Okay.

BOARD MEMBER HUTCHISON: One
more question.

BOARD MEMBER REIDA: One more --
and Kingsley hydro, how many megawatts max is
that?

THE WITNESS: I'll defer that to
the next witness exactly.

BOARD MEMBER REIDA: Okay.
Thank you.

BOARD MEMBER HUTCHISON: So the
map that we've been looking at includes, in
addition to the grayed -- or the contoured
areas, there are some lines in blue and red and
purple. | don't know if you described those.

But | don't remember. Can you describe -- what
are we looking at with the rest of this map
that --

THE WITNESS: Sure.
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1 BOARD MEMBER HUTCHISON: -- 11sub transmissions? Or do you know?
2 | behind the contoured areas? 2 THE WITNESS: I'll leaveit to
3 THE WITNESS: Thank you. The 3|someone else. | believe they are transmissions
4|red linesin here are, | believe, Dawson's 4(lines.
5|distribution -- electrical distribution 5 HEARING OFFICER TEXEL: Okay.
6 |system -- 6 THE WITNESS: But I'll let
7 BOARD MEMBER HUTCHISON: Okay. | 7|someone else clarify that.
8 THE WITNESS: -- and how it 8 HEARING OFFICER TEXEL: There
9 9
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overlaps and marries up with Central's
irrigation.

And then the larger arearight here, the
largest area of light blue is what we refer to
asincidental recharge or water that helps keep
the -- water that seepsinto the ground and
keeps the water table high that also benefits
and supports all of the groundwater irrigators.

Now, Central doesn't get paid for that.

But it is a benefit to the whole -- to the

whole Central Platte valley, and particularly

the area underlying Central's customers.
HEARING OFFICER TEXEL: | think

we have the answer but -- largely, but you said

the red lines on there were the Dawson's

distribution system. There's some that are

purple. Arethose transmission lines or larger

are some blue lines at the end of thered

lines. So do we have another witness that can

clarify what each of those colors indicates?
MR. BRASHEAR: Yes.
HEARING OFFICER TEXEL:

Counsel'sindicating yes for Central. So I'll

defer that question. But we might want to

clarify what each of the colors means, if it's

significant.

BY MR. BRASHEAR:

Q. Mr. Dicke, looking at the exhibit on
the easdl, page 16 of, | think, Exhibit 21,
underneath the orange area there to the right
of that map, there are a number of lines. And
what does that represent? What do those
markings --

A. Areyou referring to these right
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here?

Q. Yes

A. Those are theirrigated tracts of
land that Central has contracts with.

Q. And so the canals run through that
area?

A. That's correct.

Q. At least some of the canals run
through that area?

A. Yes.

Q. Isthe orange -- earlier there was
testimony related to the mound or at least
reference made to the mound. Could you -- do
you have an understanding what the mound is?

A. Yes.

Q. Could you explain what the mound is?

A. Yes.

Q. And what it refers -- that term
refersto?

A. The mound for alot of people iswhen
they look at the University of Nebraska
groundwater map, a big blue spot.

Itisavery -- substantial risein the
water table, as much as 80 feet.

So when you're looking at static water

. Page 223
level under the ground, where it would be, you

know, with and without Central's system.

The water that comes through Central's
system incidentally recharges into the ground.
And from that, there's abig block of water,
it's surface water, that has created a very
largerise in the water table. And that's
referred to as the mound.

HEARING OFFICER TEXEL: Is
that -- where isthat on this map? Page 16 of
Exhibit 21?

THE WITNESS: | don't believe it
isin this exhibit.

HEARING OFFICER TEXEL: Okay.

THE WITNESS: | would refer --

HEARING OFFICER TEXEL: Wéll, is
the physical location on that -- on that
exhibit?

THE WITNESS: Yes.

HEARING OFFICER TEXEL: It's not
shown on there. I'm just wondering if -- where
in context it's at on this map, just --

THE WITNESS: You bet. Andwe
do have an exhibit that shows it somewhere.

HEARING OFFICER TEXEL: Okay.
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1 THE WITNESS: Itis-- 37? 11 representation of Central's canals, reservoirs
2 HEARING OFFICER TEXEL: Ifit's 2|and the like?
3| going to come out later, if it'sin another 3 A. Yes, it does.
4|exhibit, | guessit doesn't -- may not matter. 4 Q. Sothe-- what arethe blue lines on
5 THE WITNESS: Okay. Itis--it 5| page 10 of Exhibit 21? What -- what are those?
6|isthis arearight here where you see the 6 A. Thebluelines are the canal system.
7|Central -- 7 Q. And there'sthe term diversion, which
8 HEARING OFFICER TEXEL: Thetan | 8|appearsto be located near a pointer for
9 9
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or orangish area --
THE WITNESS:. Thetan with all
the --
HEARING OFFICER TEXEL: -- on
the lower right of this exhibit --
THE WITNESS: That's correct.
HEARING OFFICER TEXEL: -- on
page 16 of 20 -- Exhibit 21. Okay.
BY MR. BRASHEAR;
Q. And that's generally where the mound
is?
A. That's correct, generally.
Q. Could I have you turn, Mr. Dicke, to
page 10 of Exhibit 21.
A. Yes.
Q. Doesthat -- perhaps without the
overlying colors, does that give an accurate

25

North Platte. What does diversion refer to?

A. The point at which water istaken out
of theriver.

Q. And how isthat done?

A. Through gates. There'salittle
structure there -- | shouldn't say alittle
structure. There's a structure that holds the
water. And then it's diverted into the -- into
the canal system.

Q. Intothecanal. And thenthere'sa
reference dlightly further east on the river
that saysriver return. What does that refer
to?

A. That'swhere water is put back in --
into the river, and other irrigation canals can
pick that water up or if there's a substantial
rain. But it's an offshoot from the canal
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system back to theriver.

Q. And does Exhibit -- page 10 of
Exhibit 21 indicate that there are actually two
river returns off of Central's canal system; is
that correct?

A. Yes, itis. That'scorrect.

MR. BRASHEAR: | have no further
questions.

HEARING OFFICER TEXEL: Mr.
Degan?

MR. DEGAN: Thank you.

BOARD MEMBER MOEN: Can| ask
one?

MR. DEGAN: Oh, sure.

BOARD MEMBER MOEN: You
mentioned earlier there's aparallel path that
goes down to Buffalo County, | think you said.
Isthat -- that's parallel to the river and the
canalsthat Central manages?

THEWITNESS: It -- |
wouldn't -- there's a-- water released from
Lake McConaughy goes through what was shown on
Exhibit 10 and then eventually getsto the
north side of the river just to the west of
Kearney. And that -- that -- that's the canal

Page 227
system called the --

HEARING OFFICER TEXEL: You mean
page 10?

THE WITNESS: Page -- yeah,
thank you. Page 10.

HEARING OFFICER TEXEL: | think
it's Exhibit --

MR. JARECKE: 21.

HEARING OFFICER TEXEL: -- 21.

THE WITNESS:. Oh, thank you.

HEARING OFFICER TEXEL: | just
wanted to clarify that. Isit all --

BOARD MEMBER MOEN: So you
manage that water flow aswell or just --

THE WITNESS: No, we do not
manage the Kearney Canal.

BOARD MEMBER MOEN: Okay.

THE WITNESS: It's served
through Lake McConaughy. The water that
eventually getsthereis stored in Lake
McConaughy.

And then when the Kearney Canal and the --

they ask for their water, it's rel eased
according to their appropriation.

BOARD MEMBER MOEN: That's
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1\ essentially a parallel path out of the lake? 1| hydro plant?
2 THE WITNESS:. To -- down the 2 THE WITNESS: Yes.
3|river and to that, yeah, | guess. 3 BOARD MEMBER MOEN: Doesit go
4 BOARD MEMBER MOEN: Physically 4|through al four?
5| separate? 5 THE WITNESS: It can, yeah.
6 THE WITNESS: Physicaly 6 BOARD MEMBER MOEN: So some
7|separate. Yeah, I'm stuck on paralel alittle 7| does; some doesn't?
8| hit. 8 THE WITNESS: Yes.
9 9

BOARD MEMBER MOEN: Okay.

THE WITNESS: Everything's
running to the east.

BOARD MEMBER MOEN: But on page
16, the direct and indirect, you manage the
flow of al those?

THE WITNESS. We don't manage
the flow. We manage Lake McConaughy. And the
water is stored in Lake McConaughy for those
others. If -- you know, if they ask for 200
cfs, that'swhat's released. And we would
press the button.

BOARD MEMBER MOEN: Okay.

THE WITNESS: But isthat -- but
if they ask for 500, we --

BOARD MEMBER MOEN: That's till
going -- isthat still going through your first

BOARD MEMBER MOEN: Okay.
THE WITNESS: We're getting
into -- it gets alittle complicated. And
to -- | mentioned the words cfs, and that's
cubic feet per second.
BOARD MEMBER MOEN: Okay. Thank
you.
BOARD MEMBER HUTCHISON: Just a
real quick clarification. Y ou mentioned the
little -- on the direct surface water
irrigation area of the Tri County area, there's
abunch of little boxes. And you said that's
irrigated land. | don't see anything similar
along the rest of the direct surface water
irrigation yellowish area up -- upstream of the
canal system.
Isthat -- but there are irrigated --
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irrigation customers up along that canal there?

THE WITNESS:. That's correct.

BOARD MEMBER HUTCHISON: Okay.

THE WITNESS: About 5,000 of
them.

BOARD MEMBER HUTCHISON: Okay.
So they're just not -- you can't see them. But
they're there? There are customers up there?

Okay.
THE WITNESS: They'rethere. |
don't have --
BOARD MEMBER HUTCHISON: So
those are not in the Tri County area? They're
in Lincoln County or whatever -- Dawson County
or whatever that area represents there?
THE WITNESS: That's correct.
BOARD MEMBER HUTCHISON: Okay.
MR. DEGAN: Okay. Thank you.
CROSS-EXAMINATION
BY MR. DEGAN:
Q. 1 just want to follow up on that and
just make sure and clarify all of this. Soll
apologize if it's maybe perhaps atad bit
redundant. But | want to be clear that this
orangish color, down here, those are Central

. Page 231
customers that have Water Service Agreements --

A. Correct.

Q. -- agreed?

Okay. And those customers have water
alocations on water that's contained up here
in Ogallaa?

A. Correct.

Q. Okay. And when we were talking about
this purple area, this indirect surface water
irrigation, these are other irrigation
districts; right?

A. Correct.

Q. Sothese customers don't have any
direct agreement with Central?

A. Not for -- not with a Water Service
Agreement to deliver irrigation water to that
land.

Q. Not the end use customer?

A. Not the end use customer, no.

Q. Okay. So when we get back up hereto
McConaughy, Central owns Kingsley. Y ou have
control over the dam; correct?

A. Weown Kingsley.

Q. Okay. And you own the reservoir as
well; right?
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L A. Weown Kingsley and the reservair. 1 Q. Okay. So with respect to your
2 Q. Okay. But you don't own all the 2| customers, though, you're holding those water
3|water that'sin Kingsley; right? And 3|allocationsin trust for their benefit?
4McConaughy; right? 4 A. Yeah
5 A. There's -- as| mentioned before, 5 Q. So when you're deciding whether to
6|there'sapie chart. And there are other 6| release or store water, you're doing it on
/| people that have appropriationsin Lake 7| behalf of your surface water irrigators;
8| McConaughy. 8| correct?
9 9
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Q. And that'skind of what we get to
when we're talking about these other irrigation
districts and other canals because there are
other parties that also have rightsin the
water in McConaughy?

A. Correct.

Q. Okay. And those rights can consist
of userights?

Sure.

Release rights? Flow rights?

I'll -- 1 believe there's quite a

few.
Okay.

. | -- there would be another, you
know person that could testify to all of what
those are. But, yes, thereis different uses

of L ake McConaughy

>0° PO

A. Yes.

Q. All right. But if you get acall
from anirrigation district in this-- in this
purple area that says we want X number of cubic
feet of water, you just have to release that
water if they've got the right to demand the
release of that water?

A. Yes

Q. Okay. You don't have any discretion
over whether that water flows or not; right?

A. If they have asenior priority right.

Q. Okay.

A. Yeah.

Q. And, infact, in the water rightsin
McConaughy, NPPD's got rights for a certain
quantity of that water, do they not?

A. | believe so.
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Q. Wdll, isn't there awater plan?

A. Yes, | think so.

Q. So--

A. | don't know exactly what that
quantity is.

Q. Okay. Well, isthere awater
management plan that Central has at various
times had with NPPD concerning the management
and release of that water?

A. | believeit goes back along ways.

Q. Okay. Do you have any responsibility
over that plan?

A. | donot.

Q. Youdonot. Okay. That's somebody
else within Central?

A. That's correct.

Q. Okay. Okay. And to beclear, the
Central water service customers, they're
ratepayers? They're paying for their water;
right?

A. They are.

Q. Okay. And these -- these groundwater
enhancement -- groundwater irrigators, they may
benefit from Central's canals and system, but
they're not paying -- they're not paying a

. Page 235
water service rate?

A. Oh, no. The mound water certainly
creates avery large benefit to the groundwater
pumpers. They do not pay Central for that.

Y ou know, it could be, you know, even
others that have an interest in this may only
have avery small or minor water service
contract with Central but own -- but are
considerable groundwater irrigators.

And soif, you know, there's not that
surface water irrigation coming down, it
jeopardizes the mound, and the water could go
way down. It would cost them more money. So
they have avery strong interest in it making
sure they don't lose their bottom dollar in
pumping costs.

So, yeah, there's a -- but, no, Central
doesn't get paid for that.

Q. Soin purposes of keeping the lights
on, you get that from two revenue sources;
right? It'sthe -- the Water Service Agreement
revenues is one source; correct?

A. That isasource.

Q. Okay. Another sourceis-- of the
two main sources, | should say, would be sale
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11 of energy from the hydro units? 1 A. | have heard that.
2| A. Those would be the -- two of the 2 Q. Okay.
3|larger sources, yes. 3 A. But | don't know that for afact.
41 Q. Okay. Andinfairness, Centra has 4 Q. Haveyou ever looked at Central's
5|additional revenue sources? 5| history that they maintain and post on their
6 A. Correct. 6website?
7 Q. There's some other agreements and ! A. Very recently | looked at a book, and
8| projects that they have along the way. But 8]it was kind of ironic about Phelps County
9 9
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would you agree with me that those are the two
principal sources of revenue for Central ?

A. | would say that they are two very
important ones, the power and the irrigation.
And then there's -- there's others.

Q. Okay. What proportion of total
revenues would you say would fall into the
other category?

A. Proportion of those revenues? A
substantial portion is from the power
production.

And then there -- the next two would
probably beirrigation and |eased revenues.

Q. Okay. Do you have an understanding

farmers who came to the auditorium about 100
years ago and were in opposition of the
Tri County project altogether and got into a--
oh, they brought in 400 to 800 farmers to
protest the construction of the project. And
so they weren't necessarily thinking of the
future where things could go.
Q. Okay. You gave some testimony about

the Water Service Agreements.

MR. DEGAN: Counsdl, could we
put Exhibit -- let's see here, it's Exhibit 34
in front of the witness?

MS. KREIFELS: 34?

MR. DEGAN: Yes, please. Thank

10
11
12
13
14
15
16
17
18
19
20
21
22

Water Service Agreement?

A. Yes.

Q. Okay. How many different forms does
Central maintain and are those for different
divisions or different -- different canal
systems?

A. There are -- there's one for the
Phelps Canal system, one for the E6G5 system,
one for the E67 system, and one for the supply
canal.

Q. Would you agree with me that the
terms are generally consistent between those
three agreements?

A. Between those four agreements?

that the hydro units were built specifically you.
241 for the purpose of providing revenues to 241BY MR. DEGAN:
25| support the irrigation system? 25 Q. Mr. Dicke, take amoment. And when
Page 238 Page 239

1lyou're ready, let me know if you recognize 1 Q. Okay. Thefirst point, if | could
2| Exhibit 34? 21turn your attention to would be Section 1(B)
3 A. | do. 3|which governs delivery of water service. So
4 Q. Okay. Do you recognizethisasa 4lwerein Section 1, which is the water service
5|standard form Water Service Agreement used by | 5|section.
6| Central, this? 6 And then if you go to subsection B, we're
I A. Yes | do. ’Italking about the amount. It saysthat, "The
8 Q. Andthisin particular is a Phelps 8| district will deliver from water made available
9 9

for use on said lands from appropriations
granted the district by the State of Nebraska
for theirrigation of each 40-acre tract during
each irrigation season atotal amount of water
as nearly as practical that bears the same
relation to al of the water that the district
determines it has available for irrigation
during each irrigation season," period.

See where that's indicated?

A. Yeah, | do.

Q. Okay. Sothefirst step isthe
district makes a determination of how much
water to make available for water -- surface
water irrigators; would you agree?

23 Q. Between those four agreements, at 23 A. Yeah.
24lleast in its -- the form? 24 Q. Okay.
25| A. 1 would say that. 25 A. Yeah
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1 Q. And this section continues on that 1lthat the district, for whatever reason, decides
2|thedistrict -- 2| not to deliver water, it may -- it may do so?
3 A. | would correct that. 3 A. Itshal notincur. It's-- 1
4 Q. Oh. 4|believeit saysit will make every reasonable
5 A. | would say that the board ultimately 5| effort.
6| makes that decision. 6 Q. It will make every reasonable effort.
7 Q. Okay. Thedistrict throughits 7|But we just touched on the provision above that
8|board. Fair point. 8|saysit'swithin the district's discretion to
9 9
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And then the next paragraph, still in
Section 1(B) of Exhibit 34, states that, "The
district anticipates that during the irrigation
season, the amount of water it will deliver to
the owner under this agreement will be at the
rate of twenty-eight on-hundredths acre-foot,
dlash, irrigated acre, dash, 14-day period and
agrees to make reasonable efforts to deliver
this amount, comma, if so requested by the
owner, comma, but shall incur no liability if
this delivery rate is not available, nor will
the owner be relieved from making the owner's
annual payments as set forth in paragraph 2."

See where that's indicated?

A. Yeah, | do.

Q. All right. Will you agree with me
that what this providesisthat in the event

25

determine what releases will be made; correct?

A. If the board determines the -- you
know, there's a drought condition and they
would like to do that --

Q. Okay.

A. -- then the board is privy to do
that.

Q. Certainly the purpose of Central is
to serveits water users, including the surface
water irrigators; correct?

A. Astestified --

Q. Okay.

A. -- what all the purposes are.

Q. And Central certainly always
endeavors to make that water available?

A. Yes

Q. But there are events and there are
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times when water's not available, and if one of

those events occurs, Central's, one, not
obligated to deliver any quantity of water,
would you agree?

A. If there are things, like, climatic
conditions that come up, like a drought, then
it -- you know, they -- they're not going to be
held liable according to this agreement.

Q. They're not going to be held liable,
and it also states that its obligation isto
deliver the samerelation to all of the water
that the district determinesit has available
for irrigation during irrigation season.

So it'swithin the -- it's within the
discretion of Central to determine what
quantity of water it has available for
irrigation; right?

A. Yes.

Q. Okay. Andif it delivers nothing,
they're not liable; correct?

A. Asthe contract reads.

Q. Okay. But the customer's still
obligated to pay, even if no water is
delivered?

A. That's correct

. Page 243
Q. All right. If | could have you turn

down to Section --

A. And | might point out, | don't
believe Central's ever not provided water.

Q. Okay. At least in your knowledge, in
your period that you've been at Central ?

A. That's correct.

Q. Okay. Have you been at Central
during periods that they had to allocate water?

A. | have not.

Q. Okay. So you haven't been through a
period of scarcity?

A. Not at Central.

Q. Not at Central. But at your prior --
when you were doing groundwater irrigation?

A. Oh, it was the heightened point of
what | worked on so --

Q. I'msorry?

A. Water supply, making sure that
farmers have irrigation water. Usually | found
that if you give farmers all the water they
want whenever they want, they're usually pretty
happy .

Q. Okay. Soundslike a pretty common
sense approach to --
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1 A. It'sjust what I'vefound. | don't 11the FERC license.
21 know. 2 Q. Okay. But, again, even though 2022
3 Q. | won't quibble with that. 3|was arelatively dry year, you were able to
4 Okay. Andinfairness, last year wasa 4|meet your obligations under your FERC license?
5|dry year? 5 A. That's-- yes.
6 A. Yes. 6 And, you know, | might add, you know, the
7 Q. But Central was able to manage its 7| drought comes, and the one fortunate thing
8 |water resources and avoided having to allocate; | 8|about our irrigation supply areaisthat a
9 9
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correct?

A. Correct.

Q. So Central was ableto deliver all
the water that it had to deliver to NPPD;
correct?

A. Asfaras| know.

Q. In2022?

A. Yeah.

Q. 2022. Areyou also aware that
Central is obligated to release a certain
amount of water each year to comply with its
FERC license?

A. I am.

Q. And that's because of the
Environmental Protection Agency issue; isthat
your understanding?

A. | understand it's a requirement for

substantial portion or more of our customers
are also -- have access to groundwater.

So there's some drought management in
that. And soweliveinagreat area. We have
alot of water.

Q. And some of it is benefited by
technology; would you agree?

A. Absolutely. The amount of water that
was used by pivots in the year 2000 on
Central's system only -- and that consists of
approximately 108,000 acres -- | think there
was about 175, 177 pivots. And now there's
probably over 700 pivots. And that water
savings is tremendous, you know.

If you're looking at sandy soils and folks
areirrigating with a -- with gated pipe, that
water just trickles down.
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And so when they move into center pivot

systems -- which, you know, in this -- up and
down the valley, there's been alot of pivots
put up inthelast 20 -- 20 to 25 years.

And so, you know, that helps. And so
that's probably a -- you know, a-- you know, a
tremendous, you know, accolade to the producers
to watch how much water they're putting on and
when they're putting on.

And it helps everyone. And it puts more
water -- it allows water to last alittle
longer in Lake McConaughy --

Q. Okay.

A. -- when those climatic conditions --

Q. And | may have you just perhaps
explain for the benefit of the board, when
you're talking about pipes and gates, you're
talking about the more antiquated system of
gravity-fed piping that brought water to the --
to the fields by virtue of gravity?

A. | am. Yeah. It -- where they lay
out theirrigation pipe and you slide it and it
runs down the rows versus now putting it
through a pivot or alarge sprinkler system,
for alack of abetter explanation.

Page 247
Q. It alowsfarmersto put water

directly where it's needed as opposed to just
flowing it into afield?

A. It reducesthe loss of the water.

Q. Okay.

A. It'sjust more efficient.

Q. Okay. I'm going to have you turn to
Section 7 of the Water Service Agreement.
We're on Exhibit 34.

Just want to touch on this. There'sa
discussion in here that states that, "The water
user must use the water for irrigation purposes
only."

And it further states, middle of Section
7, that, "The owner hereby consentsto the
transfer of all water appropriations attached
to the above-described tract of land upon the
expiration of the term of this agreement or
prior to such expiration if said water
appropriations are not beneficially used for
theirrigation of crops as determined by the
district."

Okay. So let's stop there.

So, first, Central, the -- awater user,
if -- if his Water Service Agreement is
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1lterminated, they surrender their water 11this agreement has already consented away their
2| appropriations, do they not? 2| appropriation right if they -- once the
3 A. Thereisa10-year prior 3 |agreement is terminated; correct?
4|notification. And in this agreement, they 4 A. Inthis-- in this agreement, they
5|consent, they voluntarily allow that water to 5|consent to allow usto moveit.
6| be transferred. 6 Q. Okay. And Central can terminate
7 Q. Okay. 7 |these agreements either, one, by giving 10-year
8 A. And so as| mentioned earlier, 8|notice; isthat right?
9 9
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there's over time different agreements. And so
thisis the agreement that's used now.

But there are other agreements that don't
have that clause. And if -- and so they can
maintain and hold that water appropriation.

But as more attorneys probably looked over
it, they said, heck, you know, let's-- let's
make thisin here, that way if we have other
irrigators in the district that want to expand,
we don't lose that appropriation and we can go
ahead and transfer within the district to
irrigate those other lands. So it stays within
the district.

Q. Okay. But thisisthe current
version that you use; correct?

A. That's correct.

Q. Okay. And anybody that has signed

25

A. That's correct.

Q. Okay. But the second part of that
clause that we just read says that the
agreement can also be terminated if the
district determines that they do not believe
that the user is using the water for a
beneficial purpose; isn't that what that
states?

A. What that statesis verbatim.

Q. Okay.

A. Okay. And so wherethat is, is now
we're getting into Nebraska water law. And if,
you know, the state says if you're not using
your water beneficialy, they can adjudicate
that.

We don't want all our district to lose
that. And so if they're not using it and
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it's -- you know, there's conditions on that,

you know, like climatic conditions, then, you
know, that water -- you know, the state can
adjudicate anyone who doesn't use their water
beneficially. And so this comes out of that.

Q. Yeah, but that's not what this says.
This doesn't say the state can take your water
appropriation away. This sayswe can.

Thisis not saying that the Department of
Natural Resources, if they make a determination
that you're not using your water for beneficial
purposes, the state can take away your
allocation. Thissays Central can take away
your allocation.

A. Yes.

Q. Right?

A. Thisisexactly consistent with state
law.

Q. Okay. So Central holds for every one
of these agreements the power to take away
water right allocations. Would you agree
that's what the document says?

A. This agreement -- this agreement

. Page 251
terminated. And | have not known Central to

terminate a Water Service Agreement.

Q. Okay. But | want to be clear because
the farmers that have signed these agreements
have aready signed them. So they've aready
consented; agree?

A. Yes.

Q. Okay. So Central holdsin its hands
for anybody who signed this agreement the power
to terminate those allocated water rights;
true?

A. Under this agreement?

Q. Uh-huh.

A. Yesh.

Q. Then, again, you've said thisisthe
current standard water agreement that Central
uses; right?

A. That's correct.

Q. Last paint is, this last sentence on
Section 7 says that, "The owner understands
that by this consent, the district may transfer
said water appropriations to other tracts of
land asthe district in its sole discretion

24| allows them to consent for that water to be 24| deemsfit."
25|moved and if -- if that -- if this agreement is 25|  Seethat?
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1 A. Yeah. 1 HEARING OFFICER TEXEL: Soif
2 Q. Now, what's puzzling to me isthat's 2 |the customer was using the water beneficialy,
3|not limited in any way to the use of the water. 3 |could the district end the contract and
4|1t doesn't say to another allocated user. It 4| reappropriate the water?
5| doesn't say, you know, pursuant to approval of | ° THE WITNESS: If Central wereto
6]the Department of Natural Resources. 6| give a 10-year prior notification that they
7 It just saysto any other tract of land 7| were going to terminate it, that's when they
8|that the district may seefit. Isn't that what 8|could.
9 9 HEARING OFFICER TEXEL: Then
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that says?

A. That's exactly what it says.

And, you know, looking at how that is, you
know, there are sometimes people comein and
they terminate their Water Service Agreement
after 10 years. And with that consent, you
know, that frees up that water -- that water to
go to another tract of land.

| believe we used thisjust recently for
the head of the comps to move water onto his
land just for that reason.

Q. But to any tract of land that the
district seesfit?

A. It'swhat it says.

Q. Okay.

MR. DEGAN: Thank you. No
further questions.

they could do what | just said?

THE WITNESS: Yeah.

HEARING OFFICER TEXEL: Even
though the customer is using the water
beneficially?

THE WITNESS: It could. I've
never seen it.

HEARING OFFICER TEXEL: Sure.
I'm talking about their authority, not
practical use of it or whether they've
implemented it. Okay.

BOARD MEMBER HUTCHISON: Wéll, |
just want to make sure | understand.

What's the basis of that -- of your
perspective or opinion on that? Because |
mean, it appears asif the district hasto be
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able to make some determination that it's not

being beneficially used for irrigation of
crops.
So it can't be for just any reason; right?
They have to make some type of determination
that it's not being used for irrigation
purposes for crops?
THE WITNESS: Correct.
BOARD MEMBER HUTCHISON: Right?
So they can't just arbitrarily say, hey, |
don't think you're using thiswell in general;
right? |1 mean, can -- | mean --
THE WITNESS: Generdly. |
mean, you're going to -- this getsinto alot
of what-ifs.
| mean, we're really dealing with water
coming down -- coming down the canal, going to
afarmfield, to an ag field, to raise corn.
BOARD MEMBER HUTCHISON: Right.
THE WITNESS: And it -- you
know, if for whatever reason they, speaking
very hypothetically, didn't put any of it out
there for five years and it just ran into the
ditch, you know, maybe -- maybe people would
come to the board and go, hey, thisisrealy

. . . Page 255
not beneficial becauseit's not really getting

used for the purpose it was intended for.

And so, yeah, that -- in that case. But
we haven't seen that.

And so if -- you know, it's getting put on
the land for irrigation. It's beneficially
used according to the water right.

HEARING OFFICER TEXEL: But
that -- okay. So | want to clarify now because
that seems like there's two different answers
because the one | asked is, even though the
customer's using it beneficialy, you indicated
to me with a 10-year notice that Central could
cancel.

And | think what you told the vice chair
just now isthat if it's being beneficially
used, it couldn't. So I'm alittle confused.

THE WITNESS: There'stwo
optionsthere.

So let's, for example, say that we have a
customer who doesn't ever pay. Okay? And that
would have nothing to do with the beneficial
use. You know, if we're not paying and we're
doing all kinds of service and we say, look,
thisis acustomer -- and | don't know that
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1| Central's ever done this. | actually asked. | 1|that -- did you have afollowup question?
2| don't think they have -- that they could 2 BOARD MEMBER HUTCHISON: No. Go
3| terminate that, you know. 3| ahead.
4 And then the other oneiswhat -- the 4 HEARING OFFICER TEXEL: That
5| beneficial use question. So it could be one or 5| gives the 10-year notice provision. And what
6|the other. 6|1'm getting at -- and | think you answered,
7 HEARING OFFICER TEXEL: Okay. 7| though -- is the basis upon which the district
8|S0if a-- if acustomer who pays hasn't 8|candoit.
9| otherwise breached the contract and is 9 You're saying if they give the 10 years
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beneficialy using the water, would the
district have authority with 10 years notice
to end the contract for water use?

THE WITNESS: They could under
this contract. Under this one.

HEARING OFFICER TEXEL: Okay.
Okay.

BOARD MEMBER HUTCHISON: What
provision would provide that, just authority to
dothat? Areyou looking at Section 4, the
term?

MR. DEGAN: Yes.

THE WITNESS: Yeah, | haveto
take off my glassesto read this.

Y es, under the term, item 4.
HEARING OFFICER TEXEL: Wéll, in

25

notice under No. 4, under No. 7, they can do it
even though the customer hasn't breached and
they're beneficially using the water,
technically?
THE WITNESS: That's -- that's
theway | read it.
HEARING OFFICER TEXEL: Okay.
Okay. | just want to clarify that. Thank you.
MR. BRASHEAR: 1 just have one
redirect.
HEARING OFFICER TEXEL: Okay.
REDIRECT EXAMINATION
BY MR. BRASHEAR:
Q. | believe just one redirect.
Mr. Dicke, is Exhibit 34 that we've
been -- you've been discussing with counsel and
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the board, that's a current agreement of

Central; isthat correct?

A. It'sablank copy of acurrent
agreement.

Q. But it'sthe agreement Central would
use with a new customer on the Phelps Canal
today?

A. Yes, that's correct.

Q. Isit your understanding that this
will be the agreement if Platte River Public
Power and Irrigation District exists?

A. Yes. | mean, | would -- the board
would ultimately decide what agreement would be
brought in. But all these agreements are going
to carry on because the contracts were made.

Q. It'syour -- but these are rights and
obligations of Central today; is that correct?

A. That's correct, yes.

Q. And you don't -- do you have any
reason to believe those will be different with
Platte River Public Power?

A. No.

MR. BRASHEAR: No further
questions.
HEARING OFFICER TEXEL: Okay.

. Page 259
Any further questions by the board or the chair

or Ms. Peck?
Okay. They're indicating no on the WebEx.
| don't see any from here. So | think that's
it for Mr. Dicke.
Thank you very much.
THE WITNESS: Thank you.
HEARING OFFICER TEXEL: Who's
your next witness, Mr. Brashear?
MR. BRASHEAR: Wewill call
Devin Brundage.
Hearing Officer -- Mr. Texel, would it be
open to abreak perhaps before we start
Mr. Brundage? That may be --
HEARING OFFICER TEXEL: I'mfine
with that. Let's take a short break.
MR. BRASHEAR: Ten minutes?
HEARING OFFICER TEXEL: Fiveto
ten minutes.
MR. DEGAN: Ten.
MR. BRASHEAR: Ten.
HEARING OFFICER TEXEL: Well do
ten minutes. That sounds fine. Well
reconvene -- we'll reconvene at ten till.
(2:40 p.m. - Recess taken.)
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1 (At 3:14 p.m., with parties present as 1 DIRECT EXAMINATION
2| before, the following proceedings were had:) 2|BY MR. BRASHEAR:
3 HEARING OFFICER TEXEL: Let'sgo | 3 Q. Mr. Brundage, good afternoon.
4 |back on the record. 4 A. Good afternoon.
5 And | think we had just -- 5 Q. Where did you grow up?
6 MR. BRASHEAR: Well call 6 A. | grew up small farm west of Cairo,
7|Mr. Brundage -- 7|Nebraska.
8 HEARING OFFICER TEXEL: Mr. 8 Q. Cairo?
9 |Brundage. 9 A. Cairo, Cairo.
10 MR. BRASHEAR: -- asthe next 10 Q. Cairo.

witness.

DEVIN BRUNDAGE,

Called as awitness on behalf of CNPPID, being
first duly sworn, was examined and testified as
follows:

HEARING OFFICER TEXEL: Okay.
Could you state your name, spell it and give
your address.

THE WITNESS: My nameisDevin
Brundage, D-E-V-I-N, B-R-U-N-D-A-G-E, 1615
Avenue F, Gothenburg, Nebraska.

HEARING OFFICER TEXEL: All
right. Mr. Brashear.

17
i1l

A. Your choice.

Q. I'll gowith yours.

And whereisthat -- what county is that
located in?

A. It'slocated in Hall County. | lived
on asmall dryland farm in my youth.

Q. And you graduated from --

A. | graduated from Centura High School.

Q. And then after that, you matricul ated
to where?

A. From there went to Hastings College
to study physics for awhile and then the
University of Nebraska-Lincoln and received a
engineering -- electrical engineering degree.

Q. _And do you have further degrees
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beyond your electrical engineering degree?

A. No, | do not.

Q. Do you have other training or
certification that you've done since graduating
with your electrical engineering degree?

A. Industry trade-type stuff. But
nothing -- nothing relevant really.

Q. Okay. What isyour relationship to
Central?

A. | am Central's general manager.

Q. And so you're an employee of Central?

A. Yes, | am.

Q. How long have you been employed by
the district?

A. I've been employed with the district
for over 30 years.

Q. And you're general manager today?

A. Yes, | am.

Q. How long have you been general
manager?

A. I've been general manager for a
little over four years.

Q. And what positions did you hold with
the district before that?

A. Was an engineer, aelectrical

. . o Page 263
superintendent, assistant division manager,

division manager, and then a general manager.

Q. What division were you involved with
in the division manager position?

A. Inthe division manager position, it
was a position that oversaw the infrastructure
and production of hydro from Lake McConaughy
down to Lexington. Though, we, being a small
company, overlapped alot. And we did work
throughout the district for automation controls
and engineering.

Q. So you worked with the hydro
generation -- power generation side?

A. Weworked throughout the district.
But, yes, primarily in that arena.

Q. Haveyou had duties -- before genera
manager, have you had duties related to the
irrigation or irrigation delivery side -- side
of Central?

A. With respect to some of the
automation, the algorithms, conservation
methods that we could develop to help usdo a
good job with our water resources to some
extent in that capacity, yes.

Q. What are your duties as general
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11 manager? 1 It was all about making sure that these
2 A. Asageneral manager, | am hereto 2| resources could be maximized for the benefit of
3| help our board execute the mission and vision 3 |the people of central Nebraska.
4|of our district and to really kind of work with 4 And even then, | think the vision was even
5|them to develop the strategies that will make 5| maybe more grandiose than we believe aswe -- |
6|sure that we are fulfilling our obligation as a 61think you heard testimony earlier, we provided
7| public power and irrigation district to -- to 7|transmission services. We were part of the
8| our customers, to our constituents and to the 8|transmission entity in the state.
9 9 We had avested interest in a coal-fired
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public and to the State of Nebraska.

Q. Do you report to the board directly?

A. Yes, | do.

Q. What isthe mission of Central asyou
understand it?

A. Our mission isthat of apublic power
and irrigation district, to be all that we can
be for the people that we serve, providing
surface water irrigation, power generation, the
recreational opportunities, enhancements to our
environment, economic devel opment
opportunities.

It'savery multi-beneficial district.
And as you look back to our formation, | think
there was alot to be said for the vision that
George Norris and George Johnson had in
creating this district.

plant in Bellevue, Nebraska, of all places.

Asyou read our original charter, our
district was the product of these folks' vision
that we could take these resources and build
something for the people of this state that
could go -- go on and provide opportunities for
prosperity where some just saw a problem.

Some just saw a problem that there wasn't
enough water on the ground. And that could
have easily been solved with adiversion
structure and diverting some water.

When you have vision, you say, no, | can
go beyond that, we can set ourselves up for
success and set our citizens up for success for
the long term by -- by taking alittle bit step
back and a grander view of what we can be.
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Q. You made a mention a moment ago to

George Norris, U.S. Senator George Norris that
most Nebraskans know. |sthat who you're
referring to?

A. That iscorrect. That iscorrect.

Q. You also made mention to George
Johnson. Who is George Johnson?

A. George Johnson was an engineer.
Again, urban legend says he held multiple
engineering degrees.

But | think he was Nebraska's state
engineer for anumber of years, assisted in the
construction of the Capitol, avery smart
individual and was really the architect of our
district.

When he worked with our founding board,
McConaughy, Kingsley and those folks, he was
the guy that said, hey, | understand your
plight, come with me, I've got something for
youl.

Q. Areyou -- you familiar with the
history of Central?

A. Yes, | am.

Q. How would you say the mission of
Central has remained the same and how hasiit

. Page 267
changed over itstime?

A. Yeah, | think | just alluded to the
fact that, you know, we existed as this entity
that was part of the transmission system,
generating energy with coal and hydro.

And over time, you have to make sure that
you are providing the maximum value. And so,
yeah, recreation was not athing in 1940. |
think it was probably safe to say that people
were more concerned about eating and going to
work and coming home and repeating. Recreation
became athing.

In 1940, oddly enough, groundwater
irrigation was unknown. Surface water
irrigation was the only way to provide water to
crops. If -- if they had the technology in
1930, folksin south central Nebraska would
have punched holes in the ground and began
pumping water. They did not. Today we have
that option.

So the mission of groundwater recharge
really became evident as the district evolved
and what was referred to as this nuisance
drainage water that caused people issues with
their basements turned into a valuable
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11commodity that we could work with everybody | *|territory in Adams, Phelps and Kearney
2|throughout the region on to provide 2 Counties.
3|opportunities for irrigation customerson every | 3 And today our charter contains Phelps,
4|part of the reach of theriver from Lake 4| Kearney and Gosper Counties as chartered
5|McConaughy to Minden. Slterritories.
6 Q. You described a pretty broad mission 6 Q. And from the chartered territories,
7lasyou talked about it now. Would you -- would | 7 |we've heard testimony today regarding three
8|you say the board shares the understanding of 8| directors being elected from each of the
9 9
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that mission generally?

A. Absolutely. | force our board chair
toread it every -- every board meeting.

Q. To-- what do you mean by "it"?

A. Our mission statement.

Q. And those concepts are articulated in
the mission statement of Central?

A. Yes, they are.

Q. With regard to the board, how is
Central governed today?

A. Today our board is governed by 12
board members el ected from 6 counties.

Q. Okay. And how many -- isthere a
chartered territory of Central?

A. Thereisacurrent chartered
territory. That has changed over time.

The original charter was chartered

chartered territory counties?

A. That iscorrect.

Q. Did -- how does Central -- let me ask
the question, how does Central currently --
does Central subdivide its territory today?

A. Areyou speaking with respect to --

Q. Doesit elect directors at large, or
doesit elect them by districts?

A. They are elected on a geographical
basis by county lines.

Q. So each county isitsown
subdivision?

A. That is correct.

Q. Sofrom Furnas-- or, I'm sorry, from
Gosper, Phelps and Kearney County, there are
three directors elected from each?

A. From each, that is correct
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Q. And that areais sometimes referred

to asthe Tri Basin counties?

A. Tri --it'scolloquidly called
Tri County.

I'm not sure if Adams, Phelps and Kearney
weren't the original Tri County. But neither
here nor there. Yeah, that it isthe --
what's -- it's referred to by some.

Q. And so you said there's a 12-member
board. There are nine coming from the three
chartered territory counties?

A. That's correct.

Q. Where do the other three come from?

A. From Lincoln, Dawson and Keith
Counties.

Q. Onefrom each?

A. Onefrom each.

Q. Aredirectors of Central popularly
elected?

A. They are elected at the general
elections, correct, by all voters within those
counties.

Q. So any registered voter within that
county, that subdivision, can vote for that
director slot?

. Page 271
A. That iscorrect.

Q. Do you have any idea of how many
votersthere are in Central today?

A. Actualy, | think in doing some
research, | think we're in that 85,000-person
range perhaps.

Q. Do you have any idea of how many
irrigation customers Central has today?

A. Today Central has accounts for 1,100,
approximately 1,100 accounts.

Q. Canindividuals own more than one
account?

A. They can.

Q. Okay.

A. Soitislikely lessthan 1,100
people.

Q. Okay. Mr. Brundage, I'd like you
to -- welll give you Exhibit 36.

Mr. Brundage, are you familiar with this
exhibit?

A. Yes, | am.

Q. Andisthisexhibit captioned revenue
sources and bears the Central 10go?

A. Yes, itis. And, yes, it does.

Q. And would you describe what -- what
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1|this exhibit -- your understanding of this 1llot of water today. And | know that. So I'I?
2| exhibit and what it's communicating? 2|do everything | can to help you talk about some
3 A. Thisisagraph our finance officers 3|more of these water pieces. They are --
4| put together that depicts the general revenue 4|they're very intricate. And there'salot of
5 |sources from the district from the year 2000 to 5|detail toit. So, by all means, any questions
6|year 2022. 6|that go along with that.
7 Q. And how many revenue sources are ! So intentional recharge agreements. So we
8| depicted on this exhibit? 8|talked about you put water on the ground. Some
9 A. On this exhibit, there's four revenue 91 of it seepsinto the aquifer. And some of it
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sources, hydro generation, irrigation
deliveries. They cal it lot fees. Thatis
leasehold interests around our regulating
reservoirs for recreational interests. So they
pay alease for those -- the ahility to have a
cabin right on the water's edge.
And then thefinal oneisrecharge or --

they call it miscellaneousirrigation. Really,
itisintentional, purposeful recharge
contracts, agreements.

HEARING OFFICER TEXEL: What --
what does that mean, recharge agreements?

THE WITNESS: Okay.

HEARING OFFICER TEXEL: I'm not
sure what that entails.

THE WITNESS: You've gotten a

10
11
12

14
15
16
17
18
19
20
21
22

24
25

seeps out of the canals. And it boltersthe
aquifer, brings the aguifer up.

We can do that sometimes intentionally.
Now, there's requirementsin the river that say
you must have this much in there. But
sometimes there's more in the river -- you were
al around in 2019 when the huge floods came.
Gee, wouldn't it be good if we could take some
of that extrawater and beneficially put itin
the ground ahead of time for future use. That
helps us long term manage the resources better.

So we've devel oped these over time. You
can see that they redlly only started back in
the mid 2000s. We continue to innovate and
find ways to make our water supply more
sustainable. Intentional recharge agreements
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are one of those tools.

And so the ability to come up with the
ability to work with our partners up and down
the stream to put water back into the aquifer
isgood for everybody. And so we -- we entered
into those agreements.
HEARING OFFICER TEXEL: Who pays
you for the recharge agreement?
THE WITNESS: So currently --
and I'll just talk about right now because |
think --
HEARING OFFICER TEXEL: | may be
jumping ahead. But | want to follow this
stuff.
BOARD MEMBER GOTTSCHALK: | have
the same question.
HEARING OFFICER TEXEL: Okay.
THE WITNESS:. Sothisis-- this
kind of -- I'll call it, this 15-year period
has really been, | think, us getting our feet
on the ground, around -- our head around some
of these concepts.
Great aside that Mr. Brashear talked about
has your mission changed over time, that wasn't
contemplated that you would do things like this
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in the 1940s.

Today we have the ability to step back and
say, hey, we understand today how water works
much better than we did before, let's -- let's
capitalize on that and work together for the
benefit.

So the question who pays, so we have just
signed, | think, was probably the largest
recharge agreement and longest because we've
proven this works with the State of Nebraska
and with the Platte River Recovery Program, the
same folks that ensure the habitat piece under
our FERC license. So they are helping us put
water back in the ground and to recharge that
aquifer.

HEARING OFFICER TEXEL: Isthe
Platte River Recovery -- what wasiit?
THE WITNESS: Program.
HEARING OFFICER TEXEL: Program,
isthat part of state or run by the state?
THEWITNESS: That isan
organization that is sanctioned by Colorado,
Wyoming, the Bureau of Reclamation --
HEARING OFFICER TEXEL: Okay.
THE WITNESS. -- Fish and
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1|Wildlife Service to implement programs that 1|the -- in the late '90s, early 2000s, they
2|will achieve what the goals and requirements 2| developed what they called target flows, what
3| are for the affected habitat reach under the 3|they felt at the time the river needed to kind
4| Endangered Species Act. 4| of be made whole to provide adeguate resources
5 HEARING OFFICER TEXEL: Soit's 5|for the speciesin theriver at thetime.
6 | something like a compact agreement? 6 HEARING OFFICER TEXEL: Who's
7 THE WITNESS: It'slikea 7|they?
8| compliance -- a compliance arm. 8 THE WITNESS: That's, again,
9 HEARING OFFICER TEXEL: 9 |this consortium of --
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Compliance agreement --

THE WITNESS: That's correct.

HEARING OFFICER TEXEL: --
between the States?

THE WITNESS: Right.

HEARING OFFICER TEXEL: Andyou
said that there's some requirement that the
river have so much water in it.

THE WITNESS: That's correct.

HEARING OFFICER TEXEL: Who
imposes that requirement on Central ?

THE WITNESS: Sothat is
currently -- and, again, these are -- these are
things that continually get looked at, and
there's new science that we try to apply.

But as the program was built back in

HEARING OFFICER TEXEL: Thisis
the interstate --

THE WITNESS: Yeah, yeah.

HEARING OFFICER TEXEL: --
interstate agreement group?

THE WITNESS: That's correct.

HEARING OFFICER TEXEL: That's
who requires --

THE WITNESS: Right.

HEARING OFFICER TEXEL: -- how
much water should be --

THE WITNESS: That's who
developed these -- developed these kind of
target flows.

HEARING OFFICER TEXEL: Minimum
water flows?
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THE WITNESS: Minimum, yep,

that's correct.

HEARING OFFICER TEXEL: Okay.
Okay.

THE WITNESS: That doesn't mean
that something has to be done if those targets
aren't met. But that is athreshold by which
you can say, okay, we have met the needs, you
know, now is there something else | can do on
top of that.

HEARING OFFICER TEXEL: Doyou
have an agreement with the state then to comply
with the interstate compliance agreement that
the states have?

THE WITNESS: So actually the
state DNR is part of that program committee.
They are a member of what they call the
governance committee.

So there's an entire group of folks.
Central is amember of the governance
committee. Asadownstream water user, we have
a seat on that board so that we can provide
input as to what is good science, what is the
right way to use some of these resources. So
we are part of that. And the State of Nebraska

. Page 279
is part of that.

The agreement that | referenced earlier
really is a different agreement with the state
directly. And that goesto the state's
requirements to make sure that -- throughout
the basin, that our offsets to depletions are
met.

So if you thought we were getting deep
into the water before, | can go as far asyou
want to with this. But aswe drill groundwater
wells, that has the opposite effect of what
Central's done over time; right? Y ou pull
water out of the ground.

WEell, there's been alot of groundwater
development in the years since Central's
existed. And that can reduce groundwater
levels. And so our NRD partners are -- have
that obligation.

And I'm sure many of you have heard
about the Republican Compact and everything
that goesinto that. They have adifferent
problem. They have not enough water in the
aquifer, and so there's allocations on their
groundwater to maintain levels, make sure that
they are not depleting the stream flows into
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11the Republican, which, again, flows back into | * If 1 am depleting my aquifer too much, |
2|the Republican Compact. 2| have to put restrictions and controls on my
s But I've -- I've digressed to some extent. 3|groundwater pumping.
4|But | think it'simportant to note that when 4 If I can come up with a method to make
51you think about those historic agreements with| °|surethat | am keeping up my aquifer
61the Platte program, you're saying to yourself, | ¢|adequately, providing opportunities to put
"Iwell, they're -- they're paying some of your 7|water back in the ground, | can continue to
8| costs to put water on the ground in your 8| pump water from my groundwater irrigation
9 9

irrigation areain the off-season to what end?

WEell, the end and on this -- this chart,
you can see that that big purply splotch -- and
it's not even drawn big enough there, I'll tell
you that. It extends further. Those impacts
of putting water in the ground result in return
flows.

And those return flows are water that flow
back into theriver. And the Platte program
saysthat'sagood thing. Base flows, water
that flows back into the river after being put
in the ground, beneficial use for the habitat.

The State of Nebraska, the NRDs, they are
interested in putting water in the ground to
mitigate those depletions so that groundwater
pumping -- and thisis -- thisis an important
point -- groundwater pumping can go on

wells.

So does that just mean underneath my -- my
areawhere I'm putting water on the ground?
No, it does not. It helps everybody.

And so when you see the big purple
splotch -- and thisis -- thisis coming
completely back around to the question of the
marriage of water and power and the beauty that
| think our forefathers saw.

Central Platte NRD is one of the folks
that is continuing to help pay through the
state for recharge.

Where does Central Platte NRD operate?
Weéll, they operate in Dawson and Buffalo
Counties and further east.

Why are those folks interested in putting
water in amound on the other side of the
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river? It provides certainty that that

groundwater recharge affects the entire area
and they can continue to pump water well into
the future.

Does that impact a Dawson customer that is
pumping groundwater out of the ground? Do they
have avested interest in making sure that
multitudes, quantities, sufficient quantities
and as much water as you can gets applied to
the mound? They absolutely do. 40 percent of
their load isirrigation load.

HEARING OFFICER TEXEL: When you
talk about the --

THE WITNESS: Sorry.

HEARING OFFICER TEXEL: -- big
purply splotch, which exhibit is that?

MS. KREIFELS: 43-- no. 21.

MR. BRASHEAR: Page--

MS. KREIFELS: Page 16 of
Exhibit 21.

HEARING OFFICER TEXEL: Okay.

MR. BRASHEAR: Actually, not to
interrupt, but, Mr. Brundage, I'm wondering,
let'slook at Exhibit 37 because | believe that
iswhat you're kind of referring to.
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MS. KREIFELS: Exhibit 36. 37.

MR. BRASHEAR: Yeah, 37.
BY MR. BRASHEAR:
Well get that --
I'll apologize. We're on 36.
We're going to come back to this.
Okay.
Y ou were talking about --
HEARING OFFICER TEXEL: So are
we switching to 37?
MR. BRASHEAR: Yes.
HEARING OFFICER TEXEL: Exhibit

O>»0 >0

37?

MR. BRASHEAR: Yes.

HEARING OFFICER TEXEL: Okay.
BY MR. BRASHEAR:

Q. So Exhibit 37, Mr. Brundage, what's
that labeled?

A. Thisisthe groundwater-level change
map. And it'slabeled predevel opment to the
spring of 2021. So --

Q. Isthishelpful to the discussion you
were just having?

A. | think it can be.

If you -- you heard testimony earlier
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1|about the big blue spot on the university map. 1 NPPD's system near Sutherland and
2|1f you look on the middle of the area down 2|North Platte, Lake Maloney, those provide
3|there towards the bottom, you'll see the big 3|that -- part of that green splotch.
4| blue splotch. 4 That water from Lake McConaughy is
5 That is a change in groundwater elevation 5|recharging that areafrom McConaughy to
6 |from -- when they say predevelopment, what they | ¢|Lexington every day of the week. Every day
7|mean is before our districts, before there was 7 |that there's water in that system producing
8| development on the river until today, 8| electricity -- and we run 365 days a year --
9 9
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basically.

And you see, you know, 60-, 70-, 80-, in
some places in Gosper County maybe as much as
100-foot risein that groundwater elevation.
That's alot of water, my estimation's maybe as
much as 2 million acre-feet, the amount of
water that's held in Lake McConaughy above
ground, but a huge benefit to providing, again,
these offsets for environmental flows, these
offsets for groundwater pumpers.

Anditisn'tjust there. You look
upstream alittle bit, you see some nice dark
green spots aswell. Those are the areas where
that water is transmitted from Lake McConaughy
through those canals, through those hydros.

They leak out of the lakes just aswell as they
leak out of the canals and the irrigated area.

it's providing that recharge benefit, evenin
that area
Thefact that it is there and the fact
that it operates provides those benefits.
Hopefully that is helpful to understanding
the concept of that recharge in the groundwater
mound allittle bit.

MR. BRASHEAR: If there are
other questions, | don't -- just on thisline,
but, otherwise --

HEARING OFFICER TEXEL: | don't
have any more.

BOARD MEMBER MOEN: | just have
aquestion. Earlier we heard there's no money
involved for recharge. But here we're
showing -- is that there was no contractsto
farm end users surface water?
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THE WITNESS: | think maybe
the -- maybe the -- just discernment is between
an individual groundwater pumper as opposed to
astate.
BOARD MEMBER MOEN: Okay.
THE WITNESS: Or something along
those lines.
BOARD MEMBER MOEN: Okay.
MR. BRASHEAR: I'm sorry.
BOARD MEMBER HUTCHISON: So the
Platte River Recovery Program --
THEWITNESS: Yes.
BOARD MEMBER HUTCHISON: --is
the entity -- or amain entity that's paying;
isthat what | understood you to say?
THE WITNESS: So they are -- it
gets alittle complicated. You have al of
these Colorado and Wyoming and Nebraska
participating in this. And there's monies that
flow from the federal government, from the
state governments into the organization to do
things, like, habitat restoration but, also, to
provide for some water. And so that -- that
ability for them to help us rechargeis part
of -- part of that mission.

. . Page 287
The Platte River Program is the umbrella

that, under the guidance of all of those board
members from throughout those organizations,
make those decisions.

BOARD MEMBER HUTCHISON: Sol
think it's great that Central is able to do all
those things today.

| guess the question that we have before
usis, doesthis merger alow you to do that
better?

THE WITNESS: | think it does.

BOARD MEMBER HUTCHISON: How so?

THE WITNESS: So within the --
so you just heard that question how does -- how
does these people that pump groundwater
benefit.

Y ou know, when those people are your
customers and the ability to help them help you
manage the water resource, it becomes a
potent -- a potent thing that you can really
apply.

You've heard -- probably heard about the
South Platte Canal and Reservoir Project.
Perkins -- sorry, I'll say it like you hear it
in the news, Perkins County Canal.
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1 BOARD MEMBER HUTCHISON: %)kay. 1 THE WITNESS: -- you see -- you
21Yes. 2|see not alot of change, pretty flat and
3 THE WITNESS: Big project. Very 3| steady.
4|important to water. Central's been a 4 But you -- on this map over here, you see
5| participant in the focus group for many years, 5|irrigation going on. You seealot of
6|trying to help push along this -- this -- this 6 |irrigation going on, more acres probably than
7| program, when you have your organization with 7| Central serveswith water out of Lake
8|your folks, your new customers that are part of 8| McConaughy.
9 9 HEARING OFFICER TEXEL: And this
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that conversation saying, no, that isagood
thing, that is good for us, more water
sustainahility is good for me as a groundwater
pumper and then you open up doors to say what
elsecan | do for -- for water sustainability.
What if | have a customer -- and let's
look at your -- thiswill get into the weeds a
little bit. If you want meto stop, just say
0.
But as you look at this groundwater map,
you see up here above the Platte River --
HEARING OFFICER TEXEL: Exhibit

10
11

13
14

16
17
18
19

map over hereis page 16 of Exhibit 217
THE WITNESS: That's correct.
MR. BRASHEAR: Correct.
THE WITNESS: That's correct.
So as we think about that, you're saying
to yourself, well, why no big mound, why no big
blue splotch over there, they've been operating
just aslong, if not longer, than Central has
been, why is there no big groundwater rise over
there.
Well, the fact of the matter isit's

25

you tap into that aquifer that we maintain and

211372 211geology. Central's systemis built up clear on
22 THE WITNESS: I'm sorry, on 22this plateau another step above.
23| Exhibit 37. If you look at the area above the 23 These other canalslie kind of in the
24| Platte River -- 24\valley, valey bed. And their geology below
25 BOARD MEMBER HUTCHISON: Yes. |25|them allows that water to hit the gravels and
. Page 290 Page 291
1|sands and returned right back to theriver. 1|in those very driest of years be able to use
2|Can't build -- can't build a mountain out of 2|that water, that would allow usto continue to
3|wet sand. It spreads out. It goes back to the 3| have enough water year after year after year to
4lriver. 4| provide that water down to south central
5 So when | think about innovative ways that 5|Nebraska where it will continue to recharge the
6 |our districts can work together, when it's -- 6| aquifer.
7|when there's times of drought -- and you've 7 Is there a day when you have the
8 heard testimony today about times of drought 8| thousand-year drought and you have to work with
9|and our customers allocating, being all ocated, 9 |folks to make sure that there's adequate
10 not being able to receive an allotment of 10{irrigation for all? Sure.
11| water, the -- let's step back for a second and 11 But in the short term, | think you've
121think about that. 12|improved your ability to manage the water
13 Did -- did any of the other canals receive 13| resource by incredible factors when you can get
14| an allocation of water? The answer isno. 14| producers to partner with you to make sure that
15 If you had it in your best interest to do 15| there's adequate water supplies for yearsto
16| the very best job that you could with that 16| come and make sure that you're bringing that
17 water, you would work with producers to say 17 |water through the most hydros that you can on
18|you're in an area where you can't really affect 18|the way to put it in the very best place that
191 the mound, would you be willing to work with us |19|you can, south central Nebraska where you can
201if I come up with a conjunctive management -- 20| gtore it underground.
211and I'm going to use more words than you want 21 BOARD MEMBER HUTCHISON: So let
22to use -- but a-- a program where you can be 22| me summarize really quickly what | heard you
23| part of the solution to ensure that we have a 23|say. | heard you say that there's
24| sustainable amount of water, if | wereto let 24| opportunities to collaborate with the -- the

darker purplein the middleirrigation district
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1|and those customers that are water customers; 1|water when there's plenty. In 2019, let's get
2|right? 2 |everybody and their brother putting water on
3 THE WITNESS: Correct. 3|the ground because that's hel pful to everyone.
4 BOARD MEMBER HUTCHISON: For | 4|And when it's 2006 and there's not much, would
5|them to cooperate -- coordinate with the 5|you be a partner with me and we'll switch you
6|Central water customers? 6 |over to groundwater.
7 THE WITNESS: Correct. 7 BOARD MEMBER HUTCHISON: It
8 BOARD MEMBER HUTCHISON: But | 8|appearsto measif you're making an argument
9 9
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that's not what this merger is doing; right?
Y ou're not merging with that irrigation
district. You're merging with the entity that
provides electricity to them.

So explain that to me because that's what
we're approving.

THE WITNESS: Right. So I'm
merging with that company that provides
electricity that will help pump water out of
the ground or pump water out of that canal.

Central is all about water and irrigation
and water management.

The ability to sit down with those
customersin a-- inaway to provide
incentives for them to say, hey, yeah, that
would be a -- that would be a great deal for me
if you set me up with away to use the surface

25

that there's a benefit of irrigation districts
cooperating together.

| don't hear you making an argument for
how the electric service that's being provided
to those same -- if there's a benefit of
combining that electric service with your water
service.

THE WITNESS: So the benefit
from the financial side -- and that's what
we'll get into next -- isusing -- and we can
talk alot about the ability to use the hydro
to shave peak on the customers, new
distribution customers.

And that's afinancial advantage. That's
what the -- the study was -- was really focused
on making sure that we understood how those two
would work together.
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So the generation would go and replace --

| think you've heard other people talk about
replacing those most expensive megawatts at the
right time of the day, and that is afinancia
advantage and savings. That reduces costs for
everybody.

You've got four lines on the graph. If |
can improve any of them or create new ones --
the costs are fixed; right? McConaughy's a big
thing. It'svery expensive. That'sthe
largest -- at one time, it was the largest
hydraulic-filled dam in the world. They're not
cheap to maintain.

And as we find customers, stakeholders,
you know, even now |easehol ders, groundwater
rechargers, everybody that participates helps
lower the cost because we are public power and
irrigation, the lowest cost, making sure that
we're not doing any more than we have to to
make sure that the rates are low.

When | keep the rates low for the water,
customers want to keep using the water. As
they keep using the water, you bring the water
into the neighborhood, you continue to
recharge. It benefits everyone.

Page 295
BOARD MEMBER HUTCHISON: Do you

think that there's a benefit -- you -- you're
making an argument that the water cost is going
to decrease. Do you think the water cost is
going to decrease so there's a benefit to the
electric customers, will that be seen in lower
electricity costs? Or for the water rates?
THE WITNESS: Soas-- as

they've -- as the study would indicate, as you
look at it, using the generation -- that's a
resource that Central has today -- against the
energy load can be looked at as two parts.

So thefirst part iswhat didn't | get by
selling it; right? So | could sell it like
PPA, like Central started doing in the '90s.
Prior to that, you know, we -- those hydro
plants really were serving those customers,
right? Becauseit was a different time,
different area -- era. We were -- we were part
of thegrid. We were serving that load.

Today it changed. What if | could use
that generation with those customers. If | use
it with those customers, there's a portion of
itthat | didn't get to sell.

So that was, in the study, indicated asa
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1| chunk of money that you'd have to say thisis 1delivery, lot fees, recharge, miscellaneous are
2 for hydro irrigation benefit. 2|fairly steady or constant across as long as
3| Andthen on top of that, there's the 3|they're on that chart?
4|savings by chart -- carving off those very most 4 A. lrrigation and recreational feesfor
5| expensive megawatts and they said, well, here's 5|sure.
6| an allocation method you could use to say some 6 The rechargeisreally afunction of these
7| of that money goes to saving energy payers 71kind of target flowsin the river, so somewhat
8/ money and saving water users money. 8/ more variable and erratic. Hopefully able to
9 HEARING OFFICER TEXEL: What 91 continue to work on that.

study are you referring to?
THE WITNESS: The PSE study.
HEARING OFFICER TEXEL: PSE
study.
MR. BRASHEAR: Which we'll get
toinaminute.
HEARING OFFICER TEXEL:
that's what was meant. Okay.
MR. BRASHEAR: Okay.
BY MR. BRASHEAR:
Q. So, Mr. Brundage, I'd like to return
to Exhibit 36 --
A. Yes.
Q. -- aswetak about the revenue
sources. And would you agree, sir, with my --
at |east characterization of irrigation

| assume

Q. What isthe primary source of revenue
that this chart indicates for Central ?

A. I'msorry, sir?

Q. No. For Central.

A. Our primary revenue source is hydro
generation.

Q. And that's revenue derived from sale
of power produced at the four hydro plants --

A. That's correct.

Q. --for Central?

A. That iscorrect.

Q. Would you --

A. I'll qualify that. Thereisa
different contract for the Kingsley unit which
really doesn't result in appreciable revenue.

Q. 1 know there were questions about
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thisearlier. So let'sjust briefly, so what

is the capacity of the Kingsley unit?

A. Approximately 50 megawatts.

Q. And who isthat power -- isthat
power sold to another entity?

A. That power isunder contract with the
Nebraska Public Power District for what is
termed in the contract the life of the plant.

Q. And isthere -- what revenue does
Central receive off of that?

A. There'safraction that is part of
the revenue that is -- that there's two parts
tothat. It getsinto alot of accounting
stuff that I'd have to qualify my FCO to come
talk about. But in general it'sasmall piece.

But the contract lays out that NPPD takes
care of the O and M costs associated with the
facility.

Q. Soisit characterized as a Cost of
Service Agreement?

A. That basically is correct.

Q. SoKingsley power goesto NPPD?

A. Yes

Q. For Jeffrey -- what's the capacity of
Jeffrey?
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A. Jeffrey is a20-megawatt unit,

average -- approximately.

Q. And isthat contract -- isthat power
sold to someone?

A. It'scurrently under contract with
Evergy.

Q. And Johnson 1, what's the capacity of
that plant?
Again, approximately 20.
And isthat being sold to someone?
Also under contract to Evergy.
What about Johnson 2?
. Johnson 2, I'm just going to make it
seem allttle nicer, 20 -- about 21 megawatts,
so -- and it's also under contract to Evergy.

Q. Are Jeffrey, Johnson 1 and Johnson 2
under the same contract?

A. Yes, they are.

HEARING OFFICER TEXEL: | want
to clarify one thing. For Evergy, isthat just
like energy with aV instead of an N?

THE WITNESS: Yes.

HEARING OFFICER TEXEL: For the
spelling.

THE WITNESS: E-V --

>0 >0 >
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1|E-V-E-R-G-Y. 1 A. No. ItisaPower Purchase Agreement
2 HEARING OFFICER TEXEL: Yep, I'm| 2|with an investor-owned utility.
3|sorry, yeah, Evergy -- 3 Q. So asthis chart depicts the revenue
4 THE WITNESS: Yeah. 41from hydro generation over time, do you have an
5 HEARING OFFICER TEXEL: -- 5|idea of how much of that hydro generation
6 |instead of energy. Okay. 6 |revenue would be from Kingsley versus how much
7 THE WITNESS: When the PPA was 7|from the PPAS?
8|signed, it was actually with Kansas City Power 8 A. It'ssafeto say that that blue line
9 9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

and Light. And onWestar and KCPand L's
merger, it became Evergy.

HEARING OFFICER TEXEL: Well,
and al I'm getting at now is| want to get the
correct spelling for the company for the court
reporter. Evergy. Okay.

BY MR. BRASHEAR:

Q. So, Mr. Brundage, my understanding
your testimony there's approximately 110
megawatts of hydropower generation for Central ?

A. Approximately.

Q. And Exhibit 36 reflects the revenue
from that generation?

A. That is correct.

Q. You indicated the NPPD agreement is
for cost of service. The Evergy contract is
not, I'm assuming?

ismost all of the Jeffrey, Johnson and Johnson
energy.

Q. Would it be afair characterization
to say that the hydro generation line on this
chart is not consistent?

A. It appears not to be.

Q. Do you have ainsight into the
variationsin that line?

Let'sfocusjust for purposes from 2008 to
2022. Do you have an insight into the
fluctuation or an understanding of why it is?

A. Yes. Sothe PPA isamechanism by
which we turn that energy into revenue. And
the amount of water you have creates the amount
of energy you produce. And that produces the
revenue.

So in the 2000s timeframe, you see alarge

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

L. Page 302
dip in the revenue, not alot of water. |

think you've heard testimony to the allocation
of customers because there just wasn't much.

That was the same period of time when, you
know, there just was not much.

And so turbines don't turn and meters
don't turn.

Q. The-- what explainsthedropin
revenue from 2011 to 20137

A. Again, another short little dry
period from 20 -- in 2012 was another very dry
year, probably very similar to what we
experienced thisyear in 2022. The dip looks
nearly similar in some respects, 2022 and
2020 -- 2012.

Q. Soyou stated, | think, just a moment
ago water drives the revenue or water drives
the turbines, | believe?

A. That's correct.

Q. So Central made adjustmentsin 2011,
2012, 2013 in terms of how much power it
generated?

A. Wereduced -- so we have -- again,
you've gotten a good taste for how the water
works. Itisa--itisadance.

. . . Page 303
Y ou have multiple entities flowing water

out. We're trying to maximize the beneficial
use of that water at every turn.

We have two engineers that schedule, you
know, generation of water and work with other
entities to make sure that we know when the
water is going where it's going because we can
store it.

| think there was a question maybe earlier
about our ability to store that water and
release in the reservoirs along the supply
canal before it getsto the irrigated area.

But we -- we plan seasonally what we're
going to hopefully see for the next year. And
so when 2012 rolled around, we said, well,
we're going to have to curtail wintertime
releases and make sure that we're storing.

We have targets that we're trying to hit
in Lake McConaughy and make sure we can ensure
awater supply every year. We're very
conservative, trying to make sure that we're
holding onto as much as we can because that's
next year's supply.

You don't get to make water. And the fuel
is replenished by God and the mountains. And
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1|s0 we have -- we have to plan. 1/BY MR. BRASHEAR:

2| Andsoin 2012, we reduced our off-season 2 Q. So, Mr. Brundage, when -- Exhibit 36

3|flowsto try to store and be ready for next 3|would seem to demonstrate fairly clearly that

4 |year'sirrigation season. 4| hydropower -- or hydro generation revenueis

5 BOARD MEMBER REIDA: Canl ask a 5|the primary revenue source for Central; would

6 | question about your PPA? How does that work? 6]you agree with that?

7 |Isthere atime of delivery component in the 7 A. Yes, itis.

8|PPA? 8 Q. Soif hydro generation revenueis

9 9
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In other words, if you're delivering this
water and this generation at midnight, are you
getting a different price than if you deliver
it at two o'clock in the afternoon?

THE WITNESS: | am trying not to
disclose any of the details of a PPA that we
have an agreement with, with them.

| cantell you--am| -- am| on solid
ground to answer that question, Counsel ?

MR. BRASHEAR: Inagenera
Sense, yes.

THE WITNESS: Inagenera
sense, the current contract does not
differentiate.

BOARD MEMBER HUTCHISON: Doesn't
differentiate on time of day?

THE WITNESS:. On time of day.
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such asignificant source, why did Central cut
itsrevenue in 2012 -- why wouldn't it make
sure that it could generate hydropower at
maximum ability for maximum revenue?

A. It -- thereisonly so much water.
And, again, we have to be prepared for the next
season. And so we manage the water supply.

We -- as we manage the water supply, that
follows out that there will be only so much
generation available.

Q. Do you -- what is the effect of
having -- would you view this revenue as being
fluctuating then for Central ?

A. Absolutely.

Q. And how doesthat affect the
management of the district?
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challenge. And | think asyou look at the

revenue sources chart there, | think it makes
it obvious that in times of not, you're
probably working on a deficit. So | better in
times of plenty be putting -- putting some
money away.

So we talk about the reserve funds. |
think that was atopic. We have to put
something away in light of being ready for that
next thing.

| think there's two partsreally to that.
And that's being ready for times when there
isn't adequate generation to cover revenue
shortfalls, and then, also, being prepared to
take care of large capital expenditures on our
system.

Q. How would you describe the general
financial health of Central today?

A. We'rein good shape.

Q. And why do you say that?

A. Again, we've had some very good water
years. You can see that on the revenue chart.
We've put some money away.

Wereentering adry time. And | think
that it's almost counterintuitive to some

A. It keepsuson our toes. It'sa
Page 307

extent. But saving the reserves during the wet
times turnsinto capital expenditures during
the dry times because when the wet times are
here, you're spinning turbines and your lakes
are full, you don't really have the ability to
access facilities to do maintenance. You --
you want to, again, capitalize on the water
when it's there.

So we will actually spend -- you would
want to spend more in capital expendituresin
the dry times, which is counterintuitive. But
it's part of the challenge that we face,
continuing to move forward and changing --
changing environment from an energy
perspective.

Q. For those capital projects, Central
uses reserve funds --

Yes.

-- to pay for those?

That's correct.

Doesit do bonding of any kind?

. No, we do not bond any more. Up
through the '80s, as we had cost of service
contracts, long-term, historical-type

contracts, you know, we did that. We have not
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1 |done that since the '80s. 1ladifferent focus on managing those generation
2| We've changed course, and now we do 2| resources?
3| reserve funding as opposed to bond funding. 3 THE WITNESS: It'sagreat
4 HEARING OFFICER TEXEL: Let me, 4 guestion.
5 |before you leave that issue, what kinds of 5 So it's changing; right? The landscape's
6| bonds were they in the '80s? 6|changing. Y ou heard me say that, you know, the
7 THE WITNESS: | cannot help you. 7| PPA was probably -- didn't differentiate alot
8 HEARING OFFICER TEXEL: Were 8| between time of day. That won't be the casein
9 9
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they revenue bonds or --

THE WITNESS: | don't -- |
assume that they would have been revenue bonds,
but --

HEARING OFFICER TEXEL: They
were not general obligation bonds?

THE WITNESS: No, no. Weare
not ataxing authority.

HEARING OFFICER TEXEL: Okay.
Okay. Just wanted to clarify. Okay.

BOARD MEMBER GOTTSCHALK: | have
aquestion.

Y ou know, we're looking at the historical

data here of, you know, how you've managed
the -- the generation resource. Y ou know, now
as you consolidate into two entities, do you
see that pattern continuing? Or would there be

11

the next contract.

So what does that ook like? Well, that
might actually lift some of the lower timesa
little bit. And -- but it might shave off the
peaks.

Well, what if | can lower the bottom and
raisethetop if | can leverage maybe some of
that resource to shaving, again, those most
expensive -- aswe look -- as we look to the
future, markets, you know, we see it now;
right? Inthe SPP market. You have negative
$10 L and P prices, and you have $100 L and P
prices.

It's put alot of pressure on our G and
Ts. NPPD has a huge challenge, you know, how
do | -- how do | manage my resourcesto -- back
and forth with that. Y ou see them moving those
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around.

Asamerged entity, you know, they have
created a contract that incentivizes shaving
off those top numbers. And, you know, that
seems to be the way of the future, the most
expensive resources are the last ones
dispatched.

And so if we can chop off those peaks,
that's the maximum revenue and probably going
to be able to get back on that.

If it's not, well, I've got choices. |
can do other things, too. But it really does
align our interests with the contractua things
that arein there, put in there on purpose to
minimize the cost to even NPPD. It'sa
symbiotic relationship even between our
suppliers.

BOARD MEMBER GOTTSCHALK: Maybe
just to follow up alittle bit, you made the
comment that your current contracts for the
Jeffrey and the J-1, J-2, there'sno
differentiation between time of use, which can
have a significant price differential.

Are those long-term contracts coming to an
end so that you can reflect what's maybe more
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appropriate for those timeframes? Or --

THE WITNESS: Yeah, the
contracts end at the end of this year, of --
the Evergy contracts expire December of 2023.

And we have gone through the process of
issuing a new proposal to folks. And you're
correct, that it won't be that type of contract
going forward.

That makes sense. We continue to evolve.
And things continue to change.

HEARING OFFICER TEXEL: You
mentioned SPP. Just for the record, that's
Southwest Power Pool?

THE WITNESS: | apologize. Yes.

HEARING OFFICER TEXEL: | don't
think that's been mentioned in the record yet.

S0 -- | have one question. So if -- let's
say the board would approve the merger and the
new board's constituted, if the new board put a
priority on generation and they wanted to shave
off these parts where it dips down, like what
happened between 2012 and 2013 and then 2022
now, would the board at that point be able to
prioritize hydro generation and say we want to
continue it at the top level, not let it drop?
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1|Would they have the ahility to do that? 1 THE WITNESS: Not that I'm aware

2 THE WITNESS: Thereis-- | 2| of.

3|think maybe the question isincentive. There's 3 HEARING OFFICER TEXEL: Okay.

41only so much water and -- 4 BOARD MEMBER HUTCHISON: So |

5 HEARING OFFICER TEXEL: Well, 5|want to ask, similar along those lines, make

6| not just the incentive. But would they have 6 |sure | understand the flow of things.

7 |the ability to do that? 7 So -- and the management, if | understood

8 Y ou said there's only so much water. 8| correctly, you're managing Kingsley and the

9 9

Could they deplete the water more and say we're
going to prioritize generation as opposed to
irrigation, other water uses to keep it higher

and not let it dip so low?

THE WITNESS: Yeah, if -- you
know, we can't hamstring the board. If they
want to make wrong decisions, they're able to
do that.

HEARING OFFICER TEXEL: Isthere
any legal impediment to them doing it? Or
would the Fish and Wildlife or some entity be
ableto tell them they can't do that?

THE WITNESS: | would -- |
assume the state would be very displeased.

HEARING OFFICER TEXEL: Well,
but I'm getting more at the -- if there's any
legal impediment for the board to do that?

amount of flow that's coming out of McConaughy
but that most of the revenue that's being
generated there -- you're -- it's a cost of
service kind of contract. So NPPD isreally
benefiting the most from that.
So the thing that probably benefits, you
know, where this balance of interest or equity
isjust really how much is being generated from
the other three dams?
THEWITNESS: Yes.
BOARD MEMBER HUTCHISON: That's
what's driving your economic potential
incentives; right? It's those three
downstream.
And al -- those three downstream are
really being -- it's only coming from
whatever's coming from McConaughy, though;
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right?

So are there -- how -- | mean, McConaughy
isalot bigger, has alot more to storage;
right? So can you talk alittle bit about the
storage? How much flexibility is there to --
to manipulate, if you were to -- not
manipulate, to manage the economic incentives
here that we're talking about with just those
three dams?

THE WITNESS: Thank you. Thank
you, Mr. Hutchison. That is the question,
flexibility. You'vehit it.

Sowhat can | doand is-- let's start
with the first question, is McConaughy the
source? No, not exactly.

And I'll usethisyear, as a matter of
fact, for an example. 2022, dry year, entered
conservation mode, back in the last half of
2020, really trying to hold onto the water,
make sure we got adequate revenues for next
year.

And so I'll getinto just alittle bit of
operations. Starting in September, outages
occurred for maintenance. Not adrop of water
was released from L ake M cConaughy that touched

. . Page 315
the river for nearly three months, so pushing

up through December, September, October,
November, almost into December. And amost is
still occurring today.

So you'd say to yourself, well, then, gee,
you've had zero generation in the last three
months.

Well, our diversion at North Platte has
been somewhere between a quarter and a third
full the entiretime. We've generated every
day that we wanted to for those entire three
months.

Where is that water coming from? Well,
the South Platte bypasses the -- the McConaughy
coming from Colorado. And we know what that
lookslike. It'sfeast or famine.

But there's also return flows. So here we
go back to thisintertwined connected system.

Remember that big green splotch on your
Exhibit 37, that is the system of canals from
McConaughy to North Platte that puts water in
from Sutherland Lake and Lake Maloney. That
water seeps back into the river and shows back
up at our diversion dam at North Platte.

Water from the Sandhills and the recharge
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1\that occurs up in that -- and there hasn't been 1 A. Yes.
2|alot of talk in that upper purple splotch, the 2 Q. -- that's being discussed.
3| Glendo Canals, awhole other set of canals that 3 So how did that conversation start?
4| operate some on Wyoming water and some on 4 A. So, again, our PPA -- our Purchase
5| supplemental McConaughy water. That irrigation 5| Agreement is set to expire. It'stimeto go
6|turnsinto return flows that show up at 6| out and find out what we're going to do next.
7| North Platte. 7 And so RFPs areissued. Wetalk to our
8 So that water together has been a supply 8| neighbors and begin to discuss what
9 9
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for our hydros for the last three, four months
with nearly -- first off, no, and then nearly
no water touching the river from Lake
McConaughy.

It'sa-- it'savery interesting and
intricate and incredible system. | will give,
and that's why | started out with the Georges.
They had avision. They had agreat idea. And
| think we can -- | think we can take it
forward.

Doesthat answer the question?

BOARD MEMBER HUTCHISON: Yes.

Thank you.
BY MR. BRASHEAR:
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opportunities are there. That's my job, go out
there and find out how we can make sure that
we're doing the very best job for our district
and our customers.

And so that led to a discussion with Gwen
Kautz with Dawson, talking about, you know,
what her ability to take power is, not
understanding, you know, their contractual
arrangements, discussing that alittle bit.

And | would say that led into, gee, we're
in the same neighborhood, we have communication
systems, are there shared interests that we
have in being able to help each other out from
time to time, could that be advantageous.

25

And | think our initial conversation was
if this doesn't benefit our irrigators, our

23 Q. Sol think, Mr. Brundage, going out 23 And that snowballed. That snowballed
24| of that, let's talk about this conversation 24into, hey, what does thislook like. And so
25 |with Dawson and the merger -- 25 |that was the genesis.
Page 318 Page 319
1 Q. Okay. | want to call your attention 1|water supply, our ability to manageit, if this
2|to Exhibit 44, the Plan of Consolidation, which 2|does not help us, we're not doing it. And it
3|welll get you a copy of. 3| doesn't just help us, it hasto help all of us.
4 And specifically | want -- | would direct 4 And so that led to talking with our
5|your attention, Mr. Brundage, to Schedule A. 5|boards. And we had this opportunity to ask our
6 A. Yes, sSir. 6|boardsif they were interested in pursuing this
7 Q. Areyou familiar with this Plan of 7|concept. And they were.
8| Consolidation document? 8 And so this November 5th announcement was,
9 A. Yes, | am. 9| hey, the boards are interested in talking about
10 Q. And the Schedule A? 10| thisidea.
11 A. Yes. 11 Q. So-- but it -- not just talking to
12 Q. Soat No. 1, it talks about a public 121 the boards, apparently there was a decision
13| announcement by districts of the initial 13\ madeto let the public know or at least
141 conversations, November 5th, 2020. What 141 publicly make folks aware of that?
15| precipitated that announcement? 15 A. That's correct.
16 A. So, again, thiskind of genesis 16 Q. What precipitated that decision?
17\ occurred. And that turned into some internal 17| Because you could have talked to the boards, |
18 | conversations with our staff. 18| assume, in closed session or something as well?
19 We knew that as we talked about more 19 A. Yeah, again, this-- if we're going
20| significant things like this, likea-- an 201to do this, thisis going to be afully public
21 actual merger, consolidation, that we had to 211and transparent process from the get-go, this
22\ make sure that we knew where we were and that's |22 |is going to be discussed and -- and vetted and
23|the -- no one gets hurt. 23| talked about.
24 24

Q. And then moving down to, | guessit
would be entry three there, there was a press
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1l release from Central, it appears, of approv 1|what the outcome of that vote was?
2|of ajoint study on December 7th? 2 A. That wasa-- | believe every board
3 A. Yes. 3 |member voted in favor of that.
4 Q. Isthat your reading of that? 4| Q. Unanimous vote in favor?
5 A. Yes. 5| A. That'scorrect, yes.
6 Q. What was that announcing? 6 HEARING OFFICER TEXEL: Which
7 A. That was announcing, | think, the 7| exhibit are we on?
8| board's approval to put together ajoint study 8 MR. BRASHEAR: Thisis Exhibit
9 9144. We're on Schedule A.

to -- to look at these things that we -- we did
independently have the ability to really get
our heads wrapped around.

We wanted a third-party, independent
consultant to say tell us how the components of
this merger would work with respect to how the
generation and the -- and the distribution/
delivery of that could -- could and would work
together with our two districts.

Q. So does study there refer to hiring
PSE?

A. Yes, it does.

Q. And was there a vote taken to approve
that study?

A. Yes, there was a vote taken to enter
into an agreement with PSE, correct.

Q. Do you happen to recall the vote,

25

HEARING OFFICER TEXEL: Oh,
Schedule A. Okay.

MR. BRASHEAR: | don't know that
well spend alot more time on Schedule A at
the moment but just to clarify.

BY MR. BRASHEAR:

Q. Why did -- so Dawson and Central
retained PSE together?

A. Yeah, | guessthat's correct.

Q. Why did Central decideto do ajoint
study with Dawson versus one on its own?

A. Were consolidating. It was -- made
sense that both parties would pay for half of
the study to make sure that everyone was being
represented in that.

Q. And was there -- there's been
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testimony before related to a phases processin

this. What -- can you explain what that phase
approach was and when was that decided to use?

A. So, yeah, our consultant proposed
kind of a-- worked with staff to develop a
four -- kind of four phases that would allow
the study process. And kind of developed it
for the entire process, which went even beyond
probably the -- some of the scope of the study
itself.

But allowed for decision gates, check-ins
at various points within the process to make
surethat if -- if there was a point at which
it made no sense to move on with the
discussion, we could -- we could stop the
process at that point.

And, of course, that was -- would be
financially prudent to do.

Q. And those would be board votes or
board decisions?

A. That's correct.

Q. Moving forward or stopping?

A. Between the -- between those phases
to move ahead or not.

Q. When these conversations with

. Page 323
Central's -- or, I'm sorry, with Dawson start

and you retained PSA -- PSE with Dawson, what
due diligence did Central have in mind related
to this study and conversation? What were the
issues that Central wanted to make sure it

looked at?

A. We had to understand, again, some of
the things that we don't understand ourselves,
the distribution side, you know, how would that
resource be able to be leveraged, what are the
impacts to the ability to serve that, what are
the contracts like, help us understand what
that benefit could look like.

Beyond that, you know, we had many
conversations. Our water folks are in constant
communications with our state regulators, DNR,
and those folks. We have alot of expertisein
that area

We engaged various legal firmsasto, you
know, what are the legal requirements to do
some of these things, what are the -- some of
the financial pieces. Our CFO, you know,
engaged auditors, our auditor to ask questions
and understand some of the impacts.

So PSE was the major player in
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1lunderstanding the parts that we needed to 1 Q. Didyou as general manager believe
2|figure out how they work together and then 2]you needed a consultant to advise Central on
3 |other regulators and professionalsin the 3|hydropower generation issues?
4|field. 4 A. Not how to do it but how to integrate
5 Q. Asgeneral manager at the time, 5litinto -- how it could be used, integrate into
6lwhat -- what was perhaps the issues that you 6|adistribution setting.
7|were most uncertain about or, you know, in this | 7 Q. Why did you not think you needed a
8| conversation with Dawson? 8| consultant on that issue?
9 9
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A. Yeah, we-- wedon't have a
distribution arm anymore. And so, you know,
making sure that we understood that interaction
that -- the expertise, understanding -- and
understanding the facilities that would be --
these $200 million worth of assets that would
be coming -- coming into our umbrella, you
know, understanding the condition of those. |
think that was one of the pieces that they
studied.

And then also, you know, their background
in governance guestions, their background and
ability to say here's how -- some of the things
you need to think about that are really outside
our scope but you need to think about long term
in negotiating what might be a merger between
your two boards.

A. On--

Q. Why did you not need a consultant on
that issue?

On hydropower generation?
Hydropower generation.

Wedo that. We --

Y ou know what you're doing?

We understand hydro generation.

. Does Central believeit needed a
consultant to advise it on water and irrigation
issues?

A. What -- we understand irrigation.
And, again, the consolidation was predicated on
nothing changes, we will do what we do with
water.

And those were the parameters we really
set forth to PSE is, you know, assume -- you
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have to assume that we will deliver water like

we do for our customersin this-- in this
setting because that's a nonnegotiable.

Q. Wasthat position communicated to
Dawson representatives at this time, too?

A. Oh, yeah. They understand what we
do, yeah, uh-huh. And we said that we will
deliver water. That's what we do.

Q. Was PSE engaged to make a
recommendation on whether or not to merge, or
was -- what was the scope of its engagement?

A. No. They're athird-party,
independent consultant to provide us assistance
in understanding the major opportunities and
challenges.

Q. Phase 1, what did that phase consist
of?

A. Phase 1 wasreally this high-level
look. Again, it didn't make alot of senseto
jump into avery detailed analysis of many of
the contractual things and all of that -- all
that minutiaif, from the outset, it wasn't
going to have any traction so let'sdo a
high-level, 30,000-foot look, get some -- some
back-of -the-napkin guesses and if that looked
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like it had some value and the board was

interested in doing so, move to the next phase
and digin.

Q. Didthedistricts conduct Phase 1 by
themselves, or did PSE assist with that?

A. PSE completed the Phase 1 review.

Q. | would refer you back to schedule --
or Exhibit 44, Schedule A.

Item 17 on that list says, "Phase 1
study -- press release, Phase 1 study results,
vote to move to Phase 2."

Do you see that item? Item 177?
Which, sir?
[tem 17.
17. Got it.
Do you see that one?
Yes, sir.
. So was there a vote taken sometime
before April 9th to move to phase -- to approve
Phase 1?

A. Yeah, there was avote to move to
Phase -- to Phase 2.

Q. Do you recall the outcome of that
vote?

A. 1 believe there was maybe one -- one

OPOPOP

Thomas & Thomas Court Reporters
and Certified Legal Video, LLC

Tel: (402) 556-5000 | Fax: (402) 556-2037
www.ttcrs.com



Power Review Board Hearing Day 1

88 (328 - 331)

2/15/2023
Page 328 Page 329
1|no, to the best of my recollection. 1 What outreach was done by Central to the
2 Q. But yesfrom -- 2|public during Phase 1, what engagement with the
3 A. Yeah. 3| public?
4 Q. -- other directors? 4 A. Schedule A kind of shows some of it.
5 A. Yes, that's correct. 5| That is not acomprehensive list.
6 Q. What outreach was done -- 6 We -- once again, we tried to get the word
7 HEARING OFFICER TEXEL: Wait. 7|out as best we could. We met with our water
8 THE WITNESS: Okay. 8| users group, had many -- many -- and some
9 9

HEARING OFFICER TEXEL: Clarify
that. 1'm not sure. There was aone no vote,
and the others were all yes votes?

THE WITNESS: That'sto the best
of my recollection, yes.

HEARING OFFICER TEXEL: Okay.
So | couldn't hear that. So --

MR. BRASHEAR: Sorry.

THE WITNESS: We can get you the
minutesif you'd like to see the actud --

HEARING OFFICER TEXEL: | don't
need them. | just wanted that in the record
clearly because you kind of talked over each
other.

THE WITNESS: | apologize.
BY MR. BRASHEAR:

Q. My apologies.

10

one-on-one meetings, had interested parties
that wanted to learn more.

Our door was always open. |If there was
somebody that was -- would listen to usfor an
hour and a half -- becauseit is-- you know,
today you've heard alot about the intricacies
of the water and the power that the Georges had
understood. It takesawhile. And sowe had a
number of group meetings that helped people
work through those.

Q. Soin April of 2021, the board voted
to move to Phase 2.

What happened during Phase 2? What did
that consist of?

A. Phase 2 was this deep dive. So it
was digging into all of the details, digging
out the G and T contract that Dawson has for
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its-- al requirements. It'srequired to

purchase its power through that contract with
this exception.

And so understanding this exception for 10
percent that could be generated with internal
resources, digging into the details of that,
meeting with the contract holders so we knew
what that meant, there wasn't any surprises at
the end of that trail, digging into what the
combined staff could look like or, you know,
they're identifying where those savings were
with -- with respect to the labor pool.

They really dug into as many details as --
as PSE was qualified to provide us.

Q. What engagement was done during Phase
2 with the public or outreach with the public?

A. So, yeah, Phase 2, throughout all of
these phases, again, we were visiting Rotaries
and talking to folks and letting them know.

But then at the conclusion of Phase 2,
therewas a -- wetried to really invite as
many folks as we could to come and hear the
results of Phase 2 at ajoint board meeting
over in Kearney and presented the results of
Phase 2.
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Q. Isthat the meeting referred to at
item 31 on Schedule A?

A. Yes. | believe so.

Q. And that was held in Kearney?

A. That was.

Q. And who -- you said there were a
number of attendees. Were there state
representatives there?

A. Yeah, we had Lieutenant Governor
Foley come to visit with us. It was good.

Q. Were there representatives of NRDs,
Natural Resource Districts there?

A. Yeah, we had Natural Resource
Digtrict directors. We had water users. We
had neighboring utilities. We had ag
industries. Yeah, alot of folks cameto
witnessit.

Q. Wasthe mediathere aswell?

A. Yes, they were.

Q. That was a public meeting?

A. Yes, it was.

Q. And was there a presentation at that
meeting?

A. Yes, therewas.

Q. 1 would refer you, Mr. Brundage, to
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1| Exhibit 21. 1 A. Thisiskind of the summary of PSE's
2 Mr. Brundage, do you recognize Exhibit 21? 2| assessment of the -- here's some of the
3 A. Yes 3|financial benefits, some of the opportunities
4 Q. What isthat, sir? 4|that come from this merger.
5 A. Thisisthe presentation, | believe, 5 And then on the other side where you're
6 |from the Phase 2 results that was presented at 6|going to have some issuesiif you're going to
7|that joint meeting. 7| make this happen or where the challenges lie.
8 Q. InKearney during the public session? 8 And so the financial savings and that -- |
9 A. Yes. 9|think there was an understanding there was

HEARING OFFICER TEXEL: By whom?
THE WITNESS: The presentation

was done -- on the cover page you see the name

Erik Sonju, who's the president of PSE. And he

did the presentation to the group.
HEARING OFFICER TEXEL: Okay.

BY MR. BRASHEAR:

Q. Mr. Brundage, I'd have you turn to
what's marked the number 3, | think it would be
slide 3 in that presentation.

A. Yes.

Q. All right. That lists a category of
opportunities and challenges?

A. Yes

Q. What isthis-- to the best of your
recollection, what does this slide reflect?
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probably going to be afinancial savings. But,
again, that wasn't going to be enough --
financial savings aoneis-- isnot enough to
make this happen. Again, prefaced under one
plus oneis greater than two.

So the power savings, the power supply.
Again, thisimprovement in workforce. Not only
do you get financial savingsin the workforce
but | think you get alevel of efficiency and
folks that become better at their job because
they have more to do in their area to become
the masters of some more so.

Coordination of the water and energy
management. And then thisflexibility piece
that we began to talk about more.

But they recognized that it wasn't all
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unicorns and lollipops, there would be board

composition and representation would be
something you would have to address.

Union/nonunion workforce, it was a
difference in our two organizations from that
perspective.

There was this dichotomy in the financia
methods. Dawson is traditional REA, you bond
to build a powerline. Centra had to migrate
from that to a reserve-base policy, how are you
going to work that together. Tried to help
identify those challenges that would be part of
this.

Q. Mr. Brundage, did you -- do you
generally agree with the opportunities and
challenges that were put forth on this dlide?

A. | think PSE did agood job.

Q. Wasthere anything at that time or
even now that you would say was omitted from
this or that you would have included?

A. | think they did agood job of
summarizing where your challenges would be.

HEARING OFFICER TEXEL: Before
we lose -- leave page 3 or dlide 3, when it
says greater flexibility in the future,

11

o Page 335
flexibility for what? What does that mean?

THE WITNESS: Yeah, soit'skind
of aplaceholder for awholelot of things.
Y ou know, what -- so you have this hydro and |
can use it to shave peak, what if some days
those electrons for some reason are worth more
than they are to use -- and | can buy cheaper
ones.

Well, flexibility. | havethe option to
every so often decide what the best use of my
generation mix is.

Flexibility in our two businesses, this
vertically integrated utility, thinking about
the future of sustainable agriculture is now
all about carbon. You know, isthere an
ability to leverage that resource to help
businesses in the footprint that helps
ultimately ag.

I'll -- I'll launch on it now. KAAPA
Ethanol, interestingly enough, is one of
Dawson's largest loads, 7 percent of their
load. And KAAPA Ethanol creates ethanol from
corn, corn that's fed by water that is supplied
in large part from Central and/or the ability
to haveirrigation that's predicated in our
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1|ability to irrigate from recharge. 1|use 10 percent of your peak load for internal
2 That ability to help that partner with a 2|use.
3| resource that comes back to help everybody in 3 And so 10 percent of Dawson's peak load is
4|thevalley, that's the kind of flexibility that 4linthat -- and just using round numbers, 20
5|you have -- you have choices. | havetoolsin 5| megawatts.
6 |my toolbox. 6 So our one facility at Jeffrey is about 20
7 HEARING OFFICER TEXEL: Okay. 7|megawatts. And sinceit isdispatchable, yes,
8 THE WITNESS: What can | do with 8|l can useit on adaily basisto help modify
9|this, what else can | do with this. 9 |the most expensive megawatts that come through.
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HEARING OFFICER TEXEL: That
gives me some examples. | just wanted to flush
it out.

BOARD MEMBER REIDA: | aso have
aquestion on that dlide. And this may be my
fault. 1 may have made bad notes. But |
thought at the beginning -- and it could have
been the opening -- | have here that you could
cook 20 megawatts off the peak. |sthat number
correct?

THE WITNESS: So the --

BOARD MEMBER REIDA: Asfar as
cooking the demand charges, that you can cook
20 megawatts off? Isthat right or wrong?

THE WITNESS: Right. TheQLG
requirement in Dawson's contract says you can

And that was what PSE used as their vehicle to
try to evaluate the financial advantage to
that.
BOARD MEMBER REIDA: Okay. So
my note for that is correct.
The other thing | have on that is that the
advantage is going to be $10 million. |
thought that was on a per-year basis. But this
is showing what? 11 million over 7 years. Was
| incorrect with that? Or isthat -- was the
savings going to be 10 million per year?
THE WITNESS: No, itisnot 10
million per year.
And there are some caveats in that number.
It'sactualy -- and as -- again, this has been
along process. Thiswas created at apoint in
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which year one was thought to be 2023 and there

would be no savings from the merger because we
wouldn't have our contract expired yet. And so

it should be closer to six years. Neither here

nor there.

The 11 million that was part of the
presentation was over that six or seven years,
however you look at it.

But it's al'so a number based on our
ability to match peaks 50 percent of the time.
And, again, throughout this entire process
we've been -- we work to be as conservative as
possible.

As PSE worked through that, they had
numbers that said, well, you can shave the peak
al thetime. And we said, well, maybe it
makes sense to assume that sometime your
generator's going to be down or something
happensthat | can't hit peak or you have a
regulatory restriction, please give us some
sensitivity to this.

And so that number really reflects that |
only am able to match peak 50 percent of the
time. And soit'svery conservative.

No doubt as you talk to our hydraulic

. Page 339
engineers, you know, we do better than that

today and can easily do that tomorrow.

And, once again, back to that peak shave
piece, I'll just kind of reiterate, you know,
thisison adaily cyclebasis. And | think
there was testimony earlier talking about how
that impacts deliveries.

One has to remember these hydros are on --
the supply canal system would have regulating
reservoirsin front of them. We aready cycle
those unitsin a 24-hour period routinely.
Thisisjust really modifying that -- that
profile to meet the day's needs.

Back to flexibility, I'll hitit from a
different angle, if -- if | have apeak at
three o'clock on July 17th of 2027, | either
have to know that contractually now or | can
make that decision the day before it happens
because | have that facility, that generation
resource ready to match that load a daily
basis.

BOARD MEMBER REIDA: Sothe 10
million per year; isthat correct? That you
estimate 10 million per year if you could match
exactly? Isthat where that came from?
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1 THE WITNESS: | think from a 1 THE WITNESS: Great question,

2 | power perspective, it'smore like 1.5 million, 2|Chairman Reida.

3| ballpark, per year. 3 The reserves -- and Central has areserve

4 BOARD MEMBER REIDA: Soit's 4|fund policy now. Somewherein that $90 million

5|only amillion ayear? 5|range maybe.

6 THE WITNESS: Million and a 6 Some of those are dedicated reserves,

7haf. Let'suseround numbers. 7|can't be moved. Some are flexible. But, yeah,

8 BOARD MEMBER REIDA: Okay. | 8lyou'reright in that ballpark.

9 9
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guess my second question on this same dlide,
you said that the distribution system for
Dawson iswhat? About $200 million of assets
coming in?

THE WITNESS: | believe their
book value isin that 240, $250 million range.

BOARD MEMBER REIDA: Soif | was
awater user and I've been, you know, with
Central for along period of timeand | have --
isit correct you've got 100 million of -- in
the bank, so to speak, and are you making 30
percent margin? Did | write that down
incorrectly?

THE WITNESS: So, yeah, let'sgo
back to that.

BOARD MEMBER REIDA: Areyou
making 30 percent margin?

I'm not sure where the 30 percent margin
came from, to be honest with you.

If you look back at revenue chart 36, |
can tell you in 2004, there wasn't much margin
on that generation that we were -- we were
deficit in those years.

| guessif you take an average, you can
try to come up with anumber. But in general,
remember that you're saving money to either
expend on expenses or to get through times of
drought.

| think -- | think even today's a great
example. We have a new siphon project going
from Johnson Lake to Elwood, water conduit.
Theold oneis 80 yearsold. That'sold for
steel; right? The guess at the cost to replace
that's about 20 million. That's a big chunk.
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Has to be done to continue to manage the

water resources. We're trying to get some
grantsto help out with it. Butitis--to
maintain and operate these resources, we have
to have the ability to have the revenue streams
to take care of those -- those things.

BOARD MEMBER REIDA: Sothe-- 1
guess my concern or maybe the concern of a
water user is the difference in your financing
philosophy, which would be the middle
challenge. | remember looking at the -- your
Plan of Consolidation. You had, | believe,
five different pots that are each going to be
independently managed, you're going to have --
as far as accounting and -- and accounts.
But -- but | think it also says -- and that
they're going to be kept separately and
independently unless you have a board vote of,
| think, three-fifths. Then you can start
mixing and matching and so -- as far as what
money goes into what pot.

And soif I'm awater user, | guess one of
my concerns would be that if all of a sudden on
this distribution system -- because my
understanding is that Dawson uses bonds, so
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they're a-- they've got a significant amount

of debt and you're flush with cash, that
potentially some of that cash might be voted to
go into something where you've got debt, in
other words, going from your cash position in
water to going -- going into the electrical

side.

How do you view that if that is -- have --
has anyone objected to that or have that
something that potentially could be areal
hindrance?

THE WITNESS: That's agreat
guestion.

And, yeah, that was -- that was discussed
at length. That's-- | think it'swhy it
showed up in No. 2 or 3 on the challenges list,
how to understand that.

And, yeah, so | think -- and I'm going to
point to -- back to Exhibit 44, the Plan of
Consolidation.

We talk about these financia units. It's
not unique to Central. Central has had
financial unitsalot of itslife.

When we had a steam division -- we had a

100-megawatt, a natural gas-fired plant near |
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11 Lexington, Nebraska, up through the mid '90s. | 1| The water -- the water ebbs and flows won't --
2|We had a steam division. 2 |won't stop.
3 We have aKingsley division. You'veheard | 3| I think we canimprove the revenue stream
4| about the cost of service contract with the 4|from it, through the consolidation. But we
5|Kingdey division. We -- it's an accounting 5|still need to plan for those things.
6| mechanism. Y ou keep those -- those fundsand | © Energy distribution statute says thou
7|that contract for that purpose with NPPD. 7 |shalt pay for your stuff. And so, you know,
8| We -- we operate that way. 8| having that financial unit makes alot of
9 9 |sense.
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We have a Glendo division. That'swhy you
see those -- those in there.

Now, what the Plan of Consolidation also
saysisthat the plan callsfor usto be able
to, with athree-fifths vote of the board,
pledge some of that aslong asit's returned on
the terms, with interest.

So | think that is what the intent was if
you can, once again, leverage to your
advantage. But you have to make sure you have
reservesin place to be able to take care of
the -- our other obligations, our
infrastructure. And so that option isthere.

But | think, by and large, those reserve
fund policies are there to say, hey, we have
large expenditures that we have to plan for, we
have ebbs and flows. And those won't stop.

Have those bonds that are there. And you
should bond in the future. Makes alot of
sensein alot of ways under the right
conditions to have the folks that are enjoying
the powerlines and transmission lines and
transformers to pay for them asthey go along.
It's the reason they operate that way.

BOARD MEMBER REIDA: So when you
have something where -- | mean, if you have a
debtor and creditor that are two different
entities, it's pretty easy to figure out if
they don't pay, that you foreclose on them or
whatever.

In this particular case, because your
debtors and creditors potentially could all be
within the one entity, what would you -- if --
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if -- let's say on the electric side, you just

raise the electric rates? Isthat theidea, to
pay it off?

THE WITNESS: If you have an
obligation for the electric side, yeah, you
would raise rates to pay those bonds. Or, you
know, it would be the board making a decision
on how to pay for those improvements.

BOARD MEMBER REIDA: But it
would be the electric customers that would pay
for that? Y ou wouldn't mix and match into the
water?

THE WITNESS: That's correct.

BOARD MEMBER REIDA: Or would
you?

THE WITNESS:. That's correct,
electric customers pay for electric
infrastructure.

BOARD MEMBER REIDA: So other
than -- other than this three-fifths vote, your
intent is to keep these entities separate with
respect to their obligations and their cash?

THE WITNESS: There would be an
accounting method just like we used with our
other divisionsto -- to keep those accounting
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divisionswhole, right. That's correct.

BOARD MEMBER REIDA: Andin the
event you did have atransfer, then there would
be some mechanism that would be in place to pay
it back --

THE WITNESS: That's correct.

BOARD MEMBER REIDA: -- with
interest?

THE WITNESS: |I'm sorry?

BOARD MEMBER REIDA: With
interest, there would be what the prevailing
interest rate, the prime? Or what would --

THE WITNESS: Again, the
board -- you know, as we move forward, the
board will decide what terms that would be,
would be fair to everyone.

BOARD MEMBER REIDA: All right.
Have you had any -- | notice one of the other
challenges you have -- | don't know whichis
which, but one of you has union labor and one
iS nonunion.

Has the -- has the union objected? Or how
isthat going to work? What's going to be the
end result? Y ou going to have the union or
nonunion?
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1 THE WITNESS: Great question. 1| North Platte Canals.
2|Yeah, soit has been -- like | said, thishas 2 BOARD MEMBER HUTCHISON: Okay.
3| been atwo-year process. And I'll report to 3 THE WITNESS: And so we work
4|you that Central was the entity that had the 4|with them. Water is held and released from the
5|union. And late last year, our union 5| Glendo Reservoir out of McConaughy. And we
6| decertified. 6 | have contracts with those Glendo Canal
7 BOARD MEMBER REIDA: Oh, so you 7| participants.
8| have no unions? 8 BOARD MEMBER HUTCHISON: Okay.
9 THE WITNESS: That's correct. 9 THE WITNESS:. Sothat'sa
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BOARD MEMBER REIDA: Okay.
BOARD MEMBER HUTCHISON: Sol
want to kind of follow -- Frank, are you
finished with your line of questions?
BOARD MEMBER REIDA: | am.
Thank you.
BOARD MEMBER HUTCHISON: All
right.
What was Glendo again? I'm still on these
five financial units.
THE WITNESS: Yeah, | getit.
So -- welost that dlide. Glendo are the
canals. Maybe you remember the dark purple

10
11
12
13
14
15
16
17
18
19
20
21

separate -- once again, another separate
financial unit.
BOARD MEMBER HUTCHISON: I've

got it.

So if I'm understand correctly, in order
to -- well, let'sgo to thefirst one. Is--
what doesit take -- so this Plan of
Consolidation, | think we've aready discussed,
isgoing to be, at least initially, binding on
the combined board, but the board would
ultimately have the authority to make changes
to this. Do you know, isthat asimple
majority? Do you know whether or not -- what
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will have that in place. Simple mgjority isto
adopt policy, | would assume.
BOARD MEMBER HUTCHISON: Okay.
So theintent isto -- as you understand it, is
for the combined board of 23 is going to base
their new bylaws on this Plan of Consolidation?
THE WITNESS: That's correct.
BOARD MEMBER HUTCHISON: And
then if in the future there would need to be
change, it would take a three-fifths majority
to change?
THE WITNESS: That's correct.
BOARD MEMBER HUTCHISON: You're
going to have aboard of 14?
THE WITNESS: That's correct.
BOARD MEMBER HUTCHISON: And |
think, if 1 did my math right, that means nine?

23 | splotch way up by Kingsley? 23|it would -- what would it take to modify this
24 BOARD MEMBER HUTCHISON: Okay. |24|plan and to change these rules?
25 THE WITNESS. Those arethe 25 THE WITNESS. So you'll have the
Page 350 Page 351
1123-member board that sits down and creates 1 THE WITNESS: That's correct.
2|the -- the foundational pieces, the policy. 2 BOARD MEMBER HUTCHISON: Sothe
3| That -- that should be in your board's purview 3| Tri County areawill have six directors?
4|to build their palicies, their bylaws. | 4 THE WITNESS: The traditional
5| believe the stipulations to change bylaws are 5| Tri County area, yeah, that's correct, six.
6| three-fifths majority. 6 BOARD MEMBER HUTCHISON: So, |
7 BOARD MEMBER HUTCHISON: Okay. | 7|mean, because each of those three counties will
8 THE WITNESS: So you will -- you 8|each have two?
9 9 THE WITNESS: That's correct.

BOARD MEMBER HUTCHISON: So
you'd have to have at least one director from
those Tri County areato agree to a change to
the bylaws in the future?

THE WITNESS: Yeah, | believe
you're correct.

| guessif you'relooking at it from a
director with surface water irrigation
customers within their district, you know, you
actually have increased that to 5 subdivisions
or 10 directors of -- Lincoln County and Dawson
County also have surface water, direct surface
water irrigators as well.
But, yeah, your math is correct.
BOARD MEMBER HUTCHISON: Okay.
THE WITNESS: | think.
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1 BOARD MEMBER HUTCHISON: Okay. | 1|of thiswill have to be implemented by the
2| All right. Thank you. 2| Platte River Public Power Irrigation District
3|BY MR. BRASHEAR: 3|board of directors and management of Platte
41 Q. Mr. Brundage, there have been some 4|River at the time?
5| questions about Plan of Consolidation. So I'm 5 A. Absolutely.
6 |going to skip ahead to that, and then welll 6 Q. Let meask you, Section 1 talks about
7 |come back the PSE report. 7laconsolidation date at least in here of July
8 So if you'd look at Exhibit 44, please. 8|1st, 2023. But the Plan of Consolidation, when
9] A. Yes,dr. 9|was that approved?
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Q. And you're aware of the Plan of
Consolidation, | think you indicated?

A. Yes.

Q. | guessthat'strue. You haditin
front of you, didn't you?

A. Yes

Q. What is your understanding of what
the Plan of Consolidation is meant to do? Why
isthere a Plan of Consolidation?

A. ltredly isthisintent. You have
the two boards that came together and said as
we -- aswe walk through this, let's have a
document that kind of says here's our intention
aswe sit down and as a new board of 23, this
is-- thisis aguiding document for us.

Q. And you understand that the -- some
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A. Plan of Consolidation was approved as
part of the amendment -- charter amendment and
charter dissolution resolutions October 24.

Q. So why the proposal of adelayed
consolidation date?

A. Yeah, it turnsout it takes alot of
time to effect amerger. There'salot of work
to be done in the background, contracts,
getting accounting done, bond work.

Y ou know, this -- we understand that this
is not a snap-your-fingers-and-everything's-
done process. It takestime. And so we
allowed for what we hoped to be at |east six
months to get our feet on the ground and ready
to change over.

Q. So was the Plan of Consolidation
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designed to or intended to address every issue?

A. No.

Q. What issues wasiit intended to
address?

A. | think it -- again, it wasthis
guiding -- guiding document said thisis our
intent, thisis how we'll look at the reserve
funds, for instance. That was one of them that
was addressed in there. Facilities.

It was kind of theinitial conditions,
thisiswhat we agree to sit down and do aswe
convene our new -- our new board.

Q. Section 3 that discusses purposes,
"The primary purposes of PRPPID shall beto, at
aslow an overall cost as possible, deliver
surface irrigation, distribute electrical power
and operate hydropower facilities to generate
electrical power for wholesale and retail
distribution.”

What does it mean -- what is your
understanding of why those are called the
primary purposes? What does that denote?

A. Those are what Chapter 70 entities
are chartered to do. I'm sorry, yeah, Chapter
70 entities are chartered to do. That's what

. . . Page 355
we do. We are a public power and irrigation

district. We store and deliver surface water.
We generate hydroel ectric energy and hope to
distribute it to people right there in our
service territory.

Q. What isyour -- what is your
understanding of "at aslow an overal cost as
possible"? What is that referring to here?

A. That isthe public power motto,
affordable, reliable. We want to make sure
there's sustainabl e supplies of water at the
lowest possible cost.

We want to make sure that there's
sustainable amounts of power at the lowest
possible cost for our ratepayers.

Q. Soit'syour understanding that
refers to both surface water irrigation and
electric distribution?

A. Absolutely.

Q. Thenit states, "The secondary
purposes of PRPPID shall be to recharge
groundwater, enhance the environment, provide
recreational opportunities and facilitate
economic development.”

| think thisrefersto alittle bit what
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1lyou talked about in mission earlier. But so 1|this electrical distribution to our entity.
2| calling these secondary, does that mean they're | 2|And -- isthat where -- is that what your
3|less important or they're subservient to the 3|question was, Sir?
4|primary? Or what is that supposed to denote? 4 Q. Yeah. Sothisisnot anew district
5 A. They areall important. Wearea 5|being formed?
6| public power and irrigation district, and our 6 A. No. It's-- Central -- Central's
’Imission isto do those things. 7| charter is being amended to absorb the assets,
8 Central'sis that exact grouping, minus 8 |revenue streams and the liabilities and
9 9| customers of Dawson.
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distribution -- distribute electrical power.

And | don't know what comes next. Maybe
there's anext some day. Welll be prepared for
that.

Q. Insection -- I'll skip ahead one
section, Section 5 of the agreement states that
Dawson shall cease to exist as a separate
entity and invest in PRPPID.

Section 2 talks about Central shall be
renamed.

What is your understanding of the actual
transaction that's contemplated here?

A. Yeah, so, as the board iswell aware,
thisisadissolution of Dawson. Soits
assets, its revenue stream, its customers and
its liabilities will come into Central.

Central has a charter amendment to add

25

Q. Wasanew district being formed
considered?
A. No. The-- it -- technicaly this
was really the only way this had any -- any
option.
Central holdsa FERC license. It'sa
40-year FERC license. Made no senseto try to
reopen afedera license for hydropower. This
was the only way this could work really.
HEARING OFFICER TEXEL: Let me
interrupt for just a moment.
MR. BRASHEAR: I'm sorry.
HEARING OFFICER TEXEL: | think
we're going to need to take a five-minute
break. | need to call security because we're
going be here after 5, possibly afew minutes
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after 5:30. So | think | need to make a quick

call to Capitol Security, let them know we have
40 or 50 people that should be in here. And
they have asked meto do that before.

So | think let's take a five-minute break.

I'll take care of that.

How much -- we have to finish up this.
How much longer do you think we need to be?
And then we have cross yet. So do you have
very much longer?

MR. BRASHEAR: A not
insignificant amount, yes.

HEARING OFFICER TEXEL: Okay.
All right.

MR. DEGAN: I'm assuming we're
not going to get to cross?

MR. BRASHEAR: | don't believe
we will get to crosstoday. But | don't -- |
mean, I'm also cognizant of board members and
you having questions so | --

MR. DEGAN: Yeah.

MR. BRASHEAR: | guesswell go
aslong asyou'll allow usto go.

HEARING OFFICER TEXEL: | just
want to get a handle on things.

. . Page 359
Let's take afive-minute break. I'll be

right back. 1'm going to make a quick call,
make sure security knows, and we'll go forward
from there.

(5:00 p.m. - Recess taken.)
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11 (At 5:14 p.m., with parties present as before, | * MR. DEGAN: Counsel, justso|l
2 the following proceedings were had:) 2| can be on the same page, what are we supposed
s HEARING OFFICER TEXEL: 3|to be looking at?
4| Mr. Brashear, you may continue, please. 4 MR. BRASHEAR: So thiswould be
5/BY MR. BRASHEAR: 5|the slide label ed consolidation assessment,
6 Q. Mr. Brundage, we're back on the 6|financial model results.
’Irecord. 7 MR. DEGAN: Okay. Soit's page
8 | apologize, I'm going to jump around. 8|52 on my copy, too.
911'll say that to the counsel and the board as 9 MR. BRASHEAR: That'swhat |
101well. Intheinterest of time, let's go to 10 have.
111 Exhibit 21 again, please, page 52. 11 MR. DEGAN: Okay.
12 Isit marked page 52 on Exhibit 217 12 MR. BRASHEAR: But apparently it
131 A. Supply -- power supply and power 13 might be page 54 on --
14| sales benefits? 14 HEARING OFFICER TEXEL: | have
15 Q. No, it should be consolidation 15| page 54 also.

assessment, financial model results.
MR. JARECKE: Probably that one.
THE WITNESS: Okay.
BY MR. BRASHEAR:
Q. You havethat, page 52 in front of
you or slide 52 in front of you?
A. It sayspage54. | will --
Q. I'msorry. Well, | -- okay. Well
go with that, yes.

MR. DEGAN: Wél, that's my
concern, we may have more than one model here.

MR. JARECKE: | think it's
because of the cover page.

HEARING OFFICER TEXEL:
Combined -- combined versus consolidated net
income impact areas, is that what it says?

MR. BRASHEAR: Correct.

MS. KREIFELS; Which exhibit do
you have?

© 00 N O O B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

A. Okay
Page 362

BOARD MEMBER REIDA: 52.
MR. DEGAN: Y eah, that looks
like -- it looks like the same, yeah, looking
at the numbers.
MS. KREIFELS: What number?
MR. JARECKE: Wéll, you have --
thisis Exhibit 21.
MR. BRASHEAR: Exhibit 21.
HEARING OFFICER TEXEL: Let'sgo
off the record and figure out what exhibit
we're on.
(An off-the-record discussion was held.)
HEARING OFFICER TEXEL: All
right. So do you know, on the original exhibit
that you gave the court reporter, isit -- is
this marked as 54 or 52?
MS. KREIFELS: 54.
HEARING OFFICER TEXEL: Page 54.
So it's the same as the one | have asthe
hearing officer? Because mine's 54 for what
we're talking about.
MS. KREIFELS: Yes.
HEARING OFFICER TEXEL: Okay.
MR. DEGAN: Again, just to be
clear, it's Exhibit 21, page 54.

Page 363
MS. KREIFELS: That's correct.

HEARING OFFICER TEXEL: That's
right.

Okay. Sol just want to use the reference
that's in the exhibit that's in the record.

And then we can figure out the rest | ater.

MS. KREIFELS: Okay.

HEARING OFFICER TEXEL: So --
BY MR. BRASHEAR:

Q. Andi will note, Mr. Brundage, does
the page you're looking at say consolidation
assessment, financial model results at the top?

A. Yes, it does.

Q. Combined versus consolidated net
income impact areas?

A. Yes, it does.

Q. And it shows 2023 through 2030
figures for those years?

A. That's correct.

Q. Okay. I'dliketo call your
attention to the blue box -- or outlined blue
box that is underneath the label, allocation of
savings. Do you see that?

A. Correct.

MR. BRASHEAR: Counsel, | want
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1/to make sure and -- Hearing Officer, Llinternally; isthat correct?
2 |everybody's -- 2 A. That's correct.
3 MR. DEGAN: Yep. 3 Q. Doyou -- isthisafinal alocation
4 MR. BRASHEAR: Yep. Okay. 4|or abinding allocation on Central, Dawson or
5|BY MR. BRASHEAR: 5|Platte River Public Power and Irrigation
6 Q. What isthisallocation of savingsto 6| District?
7 |refer to in your understanding? 7 A. No. Once againgt, thiswas PSE's
8 A. Sothisis PSE'swork in identifying 8 |here'sanideafor you, it'sagood idea, and
9|the -- in the red box above, it says total 9| could be one that the boards -- boards would
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savings.

And | guessjust to -- as an aside, to
Chairman Reida's question, you can kind of see
those annual savings numbers there.

This blue box iswhat PSE did in
developing an -- one ideafor an alocation
model to say there are savings, avalue that
has come to that hydro asset that -- above and
beyond what you would have gotten for the PPA
and there's value to the retail energy
division. And thiswas the alocation method
he developed and showed how those savings could
be split between water savings, hydro
irrigation and energy distribution savings.

Q. Because thiswould reflect the
Jeffrey hydro 20 megawatts being used

adopt.

Q. Didyou understand the methodol ogy
used by PSE to develop this?

A. Yes. Wetaked about it. Itis--
itisdeep. But, yeah, | understand the ratios
of savings.

Q. But the alocation of savings, if the
merger moves forward and the Jeffrey hydro is
used internally, that allocation has not been
finally determined yet; isthat correct?

A. No, it has not.

Q. Thank you.

Mr. Brundage, I'd like to focus your --
direct your attention to Exhibit 1, the
Petition to Amend.

MS. KREIFELS: I'm going to hand
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you acopy.

Did the board members have copies of
what's already in the record?

MS. BIRKETT: Well, they have a
copy of that.

MS. KREIFELS: Okay.
BY MR. BRASHEAR:

Q. Mr. Brundage, are you familiar with
this document?

A. Yes, | am.

Q. You've seen it before?

A. Yes.

Q. I'd like to direct your attention
to -- for -- what is your understanding of the
Petition to Amend? What isits purpose?

A. Thisisthe document that Power
Review Board requires and is defined in statute
as the document to amend your charter asa
public power or public power and irrigation
district.

Q. And do you understand the charter to
be the document issued by Power Review that
governs districts?

A. Yes

Q. Like Central?

Page 367
A. Yes
Q. Or Platte River Public Power and
Irrigation District?
A. Yes.
Q. Can the charter be changed by a
district on its own?
MR. DEGAN: Objection. Form,
foundation, callsfor alegal conclusion.
BY MR. BRASHEAR:
Q. Do you have an understanding if the
district can change the Petition to Amend?
A. I'mnot alawyer, sir. Butinmy
opinion, the charter would require a
three-fifths majority of the board to modify.
Q. Doesit require approva from anyone
else to amend a charter?
MR. DEGAN: Again, same
objection, form, foundation and --
BY MR. BRASHEAR:
Q. What isyour understanding of what's
required to amend a charter?
MR. DEGAN: I'm just objecting
to form and foundation.
BY MR. BRASHEAR:
Q. What is your understanding of what's
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1|required to amend a charter? 1{will consist of 23 board members effective on
2 A. | understand it takes a three-fifths 2|July 1, 2023.
3 majority and that is all that is required to 3 Q. And what isthe final number of
4|come before the Power Review Board. Isthat an | 4|directorsthat you understand the amended
5|answer to your question, sir? 5|charter would provide for?
6 Q. So--yes. 6 A. Thefina board membership will
7 So you understand that it has to also come 7|consist of 14 board members.
8| before the Power Review Board? 8 HEARING OFFICER TEXEL: That's
9 A. Yes. 9| after attrition?

Q. Doesit have to be approved by them?

A. Yes.

Q. With regard -- thisis the Petition
to Amend that Central submitted?

A. Yes.

Q. With regard to Section 10 of the
petition?

A. Yes.

Q. That discusses the number of
directors of -- proposed for Central as
amended; isthat correct?

A. That is correct.

Q. What isyour understanding of the
number of directors that the amended charter
would provide for at the beginning?

A. Asstated in item 10, the district

THE WITNESS: After attrition
over the course of three election cycles.
HEARING OFFICER TEXEL: Over
different cycles. Yes. Okay.
BY MR. BRASHEAR;
Q. Arethe subdivisions of the charter
as amended to be based on geography or
population?
A. Thesubdivision --
HEARING OFFICER TEXEL: | think
we've aready stipulated to that, haven't we?
MR. BRASHEAR: | suppose we
have. Okay.
A. Subdivisions will be based on
geography, along county lines and precinct
lines.
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BY MR. BRASHEAR:
Q. I'dliketo call your attention, sir,
to Exhibit 43, which | will represent is up on
the easel. And we'll get you oneto look at as
well.
MR. JARECKE: Exhibit number?
MR. BRASHEAR: Exhibit 43.
MS. KREIFELS: Yeah.
MR. DEGAN: I'm sorry, Counsdl,
what number?
MR. BRASHEAR: 43.
MS. KREIFELS: 43. That one?
MR. BRASHEAR: Yes.
MS. KREIFELS: No. It's41l.
MR. BRASHEAR: Sorry, Exhibit
41. My apologies.
MS. KREIFELS: Thisisacopy.
MR. JARECKE: Yeah.
BY MR. BRASHEAR:
Q. Mr. Brundage, are you familiar with
Exhibit 41?
A. Yes. | have seen that.
Q. What isthat depicting?
A. Thisisamap depicting two items.
First, the current Central area of

Page 371
representation. And that is highlighted in the

orangish color.

So it looks just like we had discussed,
the six whole counties, Keith, Lincoln, Dawson,
Gosper, Phelps and Kearney.

And then overlaid on top of that isan
outlinein bright red of what the regions would
be under the Platte River Public Power and
Irrigation District, noting, | think you can
see, redlly, the changes are removing, in large
part, alower piece of Lincoln County and
this -- really, this one new representation
areal think was noted earlier by a board
member at Buffalo subdivision.

HEARING OFFICER TEXEL: When you
say -- when you say that areas or regions, are
you talking about the voting subdivisions of
the district?

THE WITNESS: I'm sorry?

HEARING OFFICER TEXEL: You said
that the red outlined -- the red outlinesin
here are around the regions. Isthat the
voting subdivisions of the charter territory?

THE WITNESS: That's correct.

HEARING OFFICER TEXEL: Okay.
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1 THE WITNESS: That's correct. 1| approximately 85,000 folks/voters that votein
2|So those red outlines are the new voting 2| Central's board selection.
3| subdivisions under the model for Platte River 3 And the new model for the Platte River
4| Public Power and Irrigation District. 4| Public Power and Irrigation District shows a
5 HEARING OFFICER TEXEL: Andthe | 5|tota voter population of about 30,000 less,
6|tan or -- 6 | about 56,000 votes.
7 THE WITNESS: Tanisthe 7 Q. And what isyour understanding of
8|existing -- 8|what accounts for that reduction in voters?
9 HEARING OFFICER TEXEL: --is 9 A. Thisisamuch more rural-focused
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the chartered territory as existing of Central?

THE WITNESS: Of Central, that's
correct, Sir.

HEARING OFFICER TEXEL: Okay. |
just wanted to make sure we had the right
nomenclature down.

BY MR. BRASHEAR:

Q. Mr. Brundage, thislegend includes
population figures; isthat correct?

A. Yes, it does.

Q. What did -- what does the legend tell
you or how do you interpret that?

A. So, again, Central's current

11

model. The cutouts, as you can see, this --
the consolidation -- the consolidation
represented territoriesreally is avery nice
conglomeration of Central's and Dawson's
current represented territories.

So you see North Platte, the City of
North Platte's carved out. The other
municipalitiesin Dawson's traditional charter
territory are carved out. And soyou losea
lot of those -- especially North Platte, that's
praobably 20, 25,000 people, 20,000 people right
there perhaps. So all the municipal population
is removed from those -- those regions.

25

an example followup, let'sjust take Lincoln

23 | representations are whole counties, including 23 HEARING OFFICER TEXEL: You said
24| anything within the county, and so that shows 24|jt'srule oriented. What do you mean by that?
25 |that in those six counties, you have 25| The new -- or the newly congtituted Platte
Page 374 Page 375
1|River PPNID said it'srule -- 1| County. So currently in Central, you have a
2 THE WITNESS: Basicaly you -- 2|single director from Lincoln County?
3 HEARING OFFICER TEXEL: -- 3 THE WITNESS: That's correct.
4| oriented. 4 BOARD MEMBER HUTCHISON: You're
5 THE WITNESS: -- you've added 51going to now have two?
6| this Buffalo subdivision, but, yet, your 6 THE WITNESS: That's correct.
7 | population is 30,000 less. 7 BOARD MEMBER HUTCHISON: And
8 HEARING OFFICER TEXEL: What do 8| currently -- that one person who is elected
9|you mean by rule? 9|from Lincoln County, the votersinclude the
10 MR. JARECKE: Rural. 10| City of North Platte?
1 THE WITNESS: Rural. 1 THE WITNESS: That iscorrect.
12 HEARING OFFICER TEXEL: Rural? 12 BOARD MEMBER HUTCHISON: So
13 |1 misunderstood you. 13 |there areirrigatorsin Lincoln County?
14 THE WITNESS: I'm sorry. 14 THE WITNESS. We haveirrigators
15 HEARING OFFICER TEXEL: | 151in Lincoln County, that's correct.
16 | thought you said rule. Rural oriented. Okay. 16 BOARD MEMBER HUTCHISON: And
1711 apologize. 17 |those irrigators, it would seem to me then, if
18 BOARD MEMBER GOTTSCHALK: Somy |18|I'm understanding what you're doing -- just
19| question isthis, is the intent then that now 19 |taking Lincoln County as an example -- the
20 |you've narrowed the voting population down to 20 irrigators will have better representation in
21 |those directly impacted by the activities of 21|the merged district than they currently do
22 | poth districts? 22 |under the current Central District?
23 THE WITNESS: That's correct. 23 THE WITNESS: | believe that to
24 BOARD MEMBER HUTCHISON: So as 24| betrue.

BOARD MEMBER HUTCHISON: Thank
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1lyou. 1italked about Lincoln County. |sthe same sort
2 HEARING OFFICER TEXEL: Andwhen | 2|of truein Dawson County? | seethree
3|you say better, you mean less diluted? 3|carve-outsin Dawson County. What are those
4 BOARD MEMBER HUTCHISON: Yes. | 4|carve-outs?
5 HEARING OFFICER TEXEL: Would 5 THE WITNESS: Those carve-outs
6|that be accurate -- 6| are for Lexington, Cozad and Gothenburg.
7 BOARD MEMBER HUTCHISON: That's | 7 BOARD MEMBER HUTCHISON: So the
8| probably a more accurate question, yes. 8|same principle would apply, just not as big of
9 HEARING OFFICER TEXEL: -- 9|acity as North Platte?
10 | characterization? 10 THE WITNESS: That's correct.
11 THE WITNESS: It will beavery 11 BOARD MEMBER HUTCHISON: Thank
12 | rural-focused electorate. 12 |you.
13 HEARING OFFICER TEXEL: And 13 THE WITNESS: And I'll point out
14 |following up t, Vice Chair Hutchison's 141in the Buffalo subdivision, those historical
15| question, would it be less dilution of the vote 15| carve-outs till exist. Kearney is not part of
16 |with the smaller population? 16 |that. They're not served.
17 THE WITNESS:. You will -- you 17 BOARD MEMBER HUTCHISON: But
18 |will have folks on the board and vating for the 18 |that's not currently part of Central?
19 |board that are, you know, rural residents of 19 THE WITNESS: No, no. That's
20 |that subdivision, Lincoln County, not municipal 20| correct.
21{or urban -- urban folks. Urban folks won't be 21 BOARD MEMBER HUTCHISON: So if

22
23
24
25

selecting the member of the board.

HEARING OFFICER TEXEL: Okay.
Thank you.

BOARD MEMBER HUTCHISON: Sowe

it you're looking at Central --
THE WITNESS: That's correct.
BOARD MEMBER HUTCHISON: Okay.
HEARING OFFICER TEXEL: Mr.
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1| Brashear, so we've got about three mnutes |left
2| today because | want to stop at 5:35. Is --
3| are you at the end of a line of questioning?
41 O, | guess, is this a good place in a few
5| mnutes?
6 MR. BRASHEAR: This is as good a
7| place to break as any.
8 HEARI NG OFFI CER TEXEL: Ckay.
9| If you're going to start a newline, | didn't
10 | want you to do that and then stop in the
11 | mddle.
12 MR. BRASHEAR:. No. This is a
13 | good pl ace to break.
14 HEARI NG OFFI CER TEXEL: Ckay.
15| So | think we're going to stop here today then.
16 | W will reconvene tonorrow at 8: 30.
17 The doors to the building will open at
18 | eight for the public. So you can cone in at
19 | that tine.
20 I'"'mgoing to |l eave ny things here. It
21| wll be locked. [I'Il lock the door after we
22 | leave. You can |eave the exhibits up.
23 So with that, we will recess now. And we
241 will reconvene at 8:30 tonorrow norning.
25 (Recessed at 5:32 p.m)
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