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Page 381 Page 382
1 (At 8:45 am., the following proceedings 1 BOARD MEMBER REIDA: Can| --
2 |were had:) 2|can |l --
3 HEARING OFFICER TEXEL: I'm going 3 HEARING OFFICER TEXEL: Yes.
4 |to reconvene this hearing on Central Nebraska 4 BOARD MEMBER REIDA: -- ask a
5 [Public Power & Irrigation District's petition for 5 | question before we resume with that witness?
6 | Charter Amendment 6. 6 HEARING OFFICER TEXEL: Yes.
7 We're in the same location. Right 7 BOARD MEMBER REIDA: | had achance
8 | now we have Chairman Reida and Bridget Peck on 8 |last night to reread the third prehearing
9|WebEx again. And we have Vice Chair Hutchisonand | 9 |conference order and just have a question.
10| Greg Moen, the board members, herein person. 10 Y ou have defined Central, and you
1 Due to the snow, Kristen Gottschalk 11| have defined Dawson. 1I'm looking at number one as
12\ison her way in. I'm not exactly sure how soon 12| far asthe findings that we need to find.
13|shelll be here. So we're going to go ahead and 13 It says, whether or not this
14| get started. 14| approval would be contrary to the best interest of
15 Sheis-- we've talked about 15|the -- capital D -- Digtrict.
16 | before -- can catch up. | don't think she'll miss 16 Isthat solely Central or isthat
17| very much, but we wanted to start early so we want 17| after the merger district? It's not defined.
18 to get going. 18 HEARING OFFICER TEXEL: The statute
19 Also, Ms. Gottschalk, | think | 19| statesit asyou stated it, whether it would bein
20 | announced yesterday, but she'll miss from alittle 20 |theinterest -- best interest of the district.
21 | bit before four o'clock to whenever we recess 21 So it doesn't directly address the
22| again tonight. So shelll have to watch the WebEXx 22| question you just said. | takeit that it would
23| and/or read the transcript or both for that. 23| bein the best interest of the district to make
24 So with those announcements, we 24 the changes in the petition for charter amendment.
25 |were on Devin Brundage, | believe, still and -- 25 So | think it would bein the best
Page 383 Page 384
1linterest of the district currently to reconfigure 1 Y esterday | asked you about if the
2| however a petition requests. 2| reconstituted board with the Platte Valley --
3 So it would be in the best interest 3|Platte River -- I'm sorry -- if the petition were
4|to make the change in the petition from the 4|granted, and if -- if the changes were made, that
5| current status, whatever the change in the 5|that board would have the right to, you know,
6| petition is, to reconstitute and make the changes, 6| prioritize making electricity with the hydro
7|whether that's change of headquarters, 7| units.
8| redistricting its voting subdivisions, in this 8 And | think your answer was that
9| case the merger with Dawson, and a couple other 9|you can't stop the board from making those types
10]jissues too with the -- 10| of decisions. Isthat accurate?
11 BOARD MEMBER REIDA: Okay. 11 THE WITNESS: The board makes
12 HEARING OFFICER TEXEL: So does 12 |decisions. | think maybe the missing point is
13 |that -- that answer your question? 13 |they are complimentary; right? Y ou make
14 BOARD MEMBER REIDA: It does. 14| electricity when you pass water for irrigation.
15| Thank you. 15 HEARING OFFICER TEXEL: Okay.
16 HEARING OFFICER TEXEL: Allright. |16 THE WITNESS: The board -- the
17| So we will re-call Mr. Brundage. And 17 |board has -- the district in its charter anendment
18| Mr. Brundage, I'm not going to swear you in again.  |18|shows that we are a public power and irrigation
19|You're till under oath that we did yesterday. So 19 |district. We supply irrigation water. We
20| will just note that. 20| generate and distribute electricity, and alitany
21 THE WITNESS: Thank you. 21| of other -- other benefits that we provide.
22 HEARING OFFICER TEXEL: And | had |22 HEARING OFFICER TEXEL: Okay. And
23| one question before Mr. Brashear starts on his 23|if -- if they didn't need the water for irrigation
24 line of questioning that | wanted to clarify for 24| at the time but prioritized hydro, they could run
25 25

myself in the record.

that through to produce el ectricity?
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Page 385 Page 386
1 THE WITNESS: Just as we do today. 1 HEARING OFFICER TEXEL: --
2|Wedon't irrigate year-round. There are times 2| whether -- whether the reconstituted would change
3|that water flows for either other reasons or there 3|the outlook of the boards, I'm not addressing.
4|isjust excess water. 4 THE WITNESS: That's correct.
5 2019 isagood example. Weran 5 HEARING OFFICER TEXEL: But the
6| hydro units around the clock -- 6| authority wouldn't --
7 HEARING OFFICER TEXEL: Okay. 7 THE WITNESS: The contracts --
8 THE WITNESS: -- nearly at capacity 8 HEARING OFFICER TEXEL: Yesterday |
9 9

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

for 365 days of the year. So we always manage
the resource to meet the needs of all our
constituents.

HEARING OFFICER TEXEL: Okay.
And -- and the point | want to clarify today is
that's the same now as it would be with the
reconstituted district named Platte River if the
petition were granted; is that accurate?

THE WITNESS: | think -- yes,
absolutely. | think you raise the perfect point
in the entire conversation of the entire merger.
Nothing changes. We continue to do what we do and
distribute that electricity to our customers.

HEARING OFFICER TEXEL: Well, at

didn't address the current authority. And |
wanted to make sure that wasn't a distinction.
They haveit now. They would haveit as
reconstituted. Nothing there changes.
THE WITNESS: Absolutely. Yeah.
HEARING OFFICER TEXEL: Okay.
That's what | wanted --
THE WITNESS: Yeah.
HEARING OFFICER TEXEL: -- to make
sure | put on the record --
THE WITNESS: Nothing changes.
HEARING OFFICER TEXEL: -- on that
point. With that, Mr. -- unless there is any
questions from the board on that. Mr. Brashear,

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

BY MR. BRASHEAR:

Q. Mr. Brundage, good morning.

A. Good morning.

Q. | will have -- welll talk about the
Petition to Amend, Exhibit 1, during your time
here. SoI'll -- we'll get Exhibit 1 in front of
you.

MS. KREIFELS: Oh, sorry.

THE WITNESS: Thank you. I'm
sorry. Can | grab my glasses?

HEARING OFFICER TEXEL: Sure.

THE WITNESS: Got old somewhere.

HEARING OFFICER TEXEL: | have
mine. Y ou shouldn't have yours; right?

THE WITNESS: All right. Thank
you.
BY MR. BRASHEAR:

Q. And, again, Mr. Brundage, Exhibit 1is
what -- what is that?

A. Exhibit 1 isthe Petition to Amend
Number 6 for Central Nebraska Public Power and
Irrigation District.

Q. And it has been filed with the public --
or the Power Review Board; isthat correct?

23 |least nothing changes into the legal authority of 23 |your witness.
24 |the boards -- 24 MR. BRASHEAR: Thank you,
25 THE WITNESS: Correct. 25 | Mr. Texel.
Page 387 Page 388
DIRECT EXAMINATION (Con ? A. Yes.

Q. Okay. I'dliketofirst turn to Exhibit
A of Exhibit 1, what is marked as Exhibit A in
that exhibit.

A. Okay.

Q. Doyou seethat?

A. Yes, | do.

Q. What isthe -- isthat captioned,
Resolution 2204, Approve Amendment of Charter?

A. That's correct.

Q. And was thisthe resolution voted on by
the Central Board of Directors on October 24th,

20227
A. Yesitis.
Q. I'would -- | would call your attention,

Mr. Brundage, to thefirst be it resolved. Do you
see that? Now, therefore, beit resolved?

A. Yes.

Q. Andthat -- that readsin relevant
portion 11 -- by -- well, I'll just read the whole
thing.

"Now, therefore, be it resolved that the
Board of Directors in accordance with Neb. Rev.
Stat. 76-62 by a nine to three vote with eleven
directors present and one board office vacant
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Page 389 Page 390
1| authorizes and approves Charter Amendment Number 6 | 1 |wherel am.
2|in the form set forth and that certain Petition to 2] Q. Sorry. Exhibit 1, the Petition to
3| Amend the charter of the Central Nebraska Public 3| Amend.
4| Power and Irrigation District with Charter 4 A. Yes
5| Amendment 6 to be filed with the Nebraska Power 5| Q. Section?2.
6 | Review Board." 6| A. "Thedistrict is engaged in the business
7 Isthat what that -- you see that 7| of providing water for irrigation and generating
8| resolution resolved? 8| hydroelectric power and is without the ability to
9] A. Yes 9|levy taxes or issue general obligation bonds."
10| Q. Wherethat resolved refersto that 10| Q. And sothat was part of the Petition to
11 | certain Petition to Amend the charter, is that 111 Amend that was approved and adopted by the board?
12| referring to Exhibit 1, the Petition to Amend that 121 A. Thatiscorrect.
13|wejust talked about? 13| Q. And sotheboard understands -- the
14| A, Yes Yes. 14| Central Board of Directors understands that it
15| Q. Sothisisthe petition that was 15| does not have the ability to levy taxes or issue
16 | reviewed that day? 16 | general obligation bonds?
17| A. Correct. That'scorrect. 171 A. Yes, that iscorrect.
18| Q. And that the board voted on? 18| Q. Thank you. Turning to --
19| A, Yes 19 HEARING OFFICER TEXEL: Let meask
20| Q. Sorrytotak over you. | apologize. 20| one question on that.
21| Thank you. 21 MR. BRASHEAR: Yes.
22 Looking at Section 2 of the Petition to 22 HEARING OFFICER TEXEL: To your
23| Amend. So Exhibit 1 here. What does that section 23 |knowledge, has the district ever iniits history
24 | say? 24 |issued general obligation bonds?
25|  A. I'msorry. You'll haveto bring me back 25 THE WITNESS: Yeah. Good question.
Page 391 Page 392
1 No. 1\that arein there, isthat addressing the
2 HEARING OFFICER TEXEL: Wehada | 2|chartered territory of Central and the proposed --
3|similar question yesterday, but | wanted to 3|the proposed amendment?
4| clarify at this point. 4] A. That -- yes, it does, in the new
5 THEWITNESS: Yes. 5| district, that's correct.
6 HEARING OFFICER TEXEL: Hasitever | 6| Q. Andif youlook at Exhibit 8 -- or I'm
7|to your knowledge done so? 7|sorry -- Section 8 of Exhibit 1.
8 THE WITNESS: They have not. 8] A. Yes
9 HEARING OFFICER TEXEL: Okay. 9| Q. Couldyou read thefirst line of that?
10/BY MR. BRASHEAR: 101 A. "Theforegoing amendment materially
11| Q. Mr. Brundage, | have had -- I'd have you 11| dltersthe territory of the district by
12]ook at -- to turn to page two of Exhibit 1, 12 |incorporating the entirety of the former chartered
13| Section 7. 13 |territory of Dawson. Pursuant to" --
14 HEARING OFFICER TEXEL: What was |14 HEARING OFFICER TEXEL: Wédll, just
15|that again, Mr. Brashear? 15/the -- | think he said just thefirst line.
16 MR. BRASHEAR: Page two of 16 THE WITNESS: Of Dawson. Sorry.
17| Exhibit 1, Section 7. 17/BY MR. BRASHEAR:
18 HEARING OFFICER TEXEL: Okay. 18| Q. And sothat'sreferring -- would you
19/BY MR. BRASHEAR: 19 |understand that to refer to Section 7?
201 Q. Do you seethat section? 201 A. Yes
211 A. Yes 21| Q. Theforegoing anendment language?
221 Q. Doesthat begin with "The district shall 221 A. That'scorrect.
23 | be composed of the following territory"? 23| Q. | would have you turn, Mr. Brundage, to
24| A. Yes, itdoes. 24 |what's -- what's marked within the Petition to
25 25

Q. And without reading the descriptions

Amend as Exhibit C to that petition. And | know
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1|there are alot of exhibitsin this section. Did 1 THE WITNESS: Correct. So onthe
2|you find that, sir? 2| depiction --
3 A. Yes, | did. 3 HEARING OFFICER TEXEL: Right.
41 Q. Andis-- Exhibit C, | would represent 4 THE WITNESS: You can seethe
5|to you, if you would agree, that that's also 5| cutouts. So that was kind of leading from the one
6 |what's on the easel currently; isthat right? 6 |question --
7 A. That iscorrect. 7 HEARING OFFICER TEXEL: And sorry
8| Q. IsExhibit C adepiction-- and I'm just 8|to interrupt you, but my point isyou said the
9 9

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

talking about the boundaries and the inclusions
and exclusions. But is Exhibit C a depiction of
the proposed chartered territory after the
amendments are adopted?

A. Itisadepiction of the subdivisions of
the new district after it's formed, including the
chartered territories, that's correct.

Q. But the outer boundaries and those areas
excluded would constitute the chartered territory?

A. | believethe chartered territories
would include everything except Keith County,
which is arepresented territory. But to your
point, yes, that's territories represented.

HEARING OFFICER TEXEL: Would --

entire counties. And | want to clarify.

There are exceptions shown on the
map that are the white areas inside of the shaded
areas --

THE WITNESS: Correct.

HEARING OFFICER TEXEL: -- which
are specifically excluded under the petition from
the territory.

THE WITNESS: Correct.

HEARING OFFICER TEXEL: So they
compliment each other on that.

THE WITNESS: That'sright,

Mr. Texel.
HEARING OFFICER TEXEL: | just

25

on the map and described in Section 7 of the
petition?

23| would the chartered territory exclude some of the |23 |wanted to clarify. Not everything inside the
24 municipalities, like North Platte and Kearney 24 | shading would be part of the chartered territory;
25| also? 25|jsthat right?
Page 395 Page 396
1 THE WITNESS:. That -- that is 11 A. Yes. Thereare some modifications that
2| correct. AsMr. Brashear discussed, the 2| occurred as part of the discovery of what -- what
3|amendment -- or the amendment callsin theformer | 3|we could do as -- creating this new district and
4| chartered territory of Dawson, which includes 4|that includes the inclusion of full vating
5|those -- those cutouts, that's correct. 5| precincts as -- as prescribed by statute.
6 HEARING OFFICER TEXEL: Okay. 6| Q. Soit'syour -- it was the understanding
7|BY MR. BRASHEAR: 7|that state law required county lines or voting
8| Q. And--andlooking back at Section 8 -- 8| precincts?
9| don't lose Exhibit C -- but looking back at 9 A. That'scorrect.
10| Section 8 of Petition 1 -- of the petition. 10 MR. DEGAN: Objection. Form.
111 A. Gotit. 11| Foundation.
12| Q. So, again, that first line that you had 12 THE WITNESS: That ismy
13 |read talked about incorporating the entirety of 13 |understanding.
14 |the former chartered territory of Dawson; right? 14 HEARING OFFICER TEXEL: WEéll, he
15| A. Right. That'scorrect. 15| asked -- | think you asked if it was his
16| Q. Soasastarting point, the chartered 16 |understanding.
17|territory is the chartered -- current chartered 17 MR. BRASHEAR: Hisunderstanding.
18 |territory of Central, plus the former chartered 18 MR. DEGAN: Nebraska-- Nebraska
19 |territory of Dawson? 19 |law requires -- | think that calls for alega
201 A. That'scorrect. 20| conclusion.
21l Q. And arethere any additions that were 21 HEARING OFFICER TEXEL: Wereyou
22| made to the chartered territory of Central or the 22told by the staff at the Power Review Board that
23| chartered territory of Dawson that are reflected 23 |that would be required?
24 24 THE WITNESS: Aswe researched

this, we understood that voting precincts -- full
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1|voting precincts would be required. 1| Q. It proposes amendments that would agld
2 HEARING OFFICER TEXEL: So your 2|the chartered territory of Dawson?
3| research or did the Power Review Board staff tell 3| A. Correct.
4|you that would be required? 4 Q. Andit-- and it expands the chartered
5 THE WITNESS: | think there was 5 |territory of Dawson out to the precinct lines; is
6 | consultation with Power Review Board staff asto 6 |that correct?
7|what the interpretation was. | received my 71 A. Thatiscorrect.
8| guidance from my counsel. 8| Q. Andthenitincludes-- theterritory
9 9

HEARING OFFICER TEXEL: Okay. I'm
going to allow the question.
BY MR. BRASHEAR:

Q. Mr. Brundage, let's go back to Section 7
for one second. The last sentence of Section 7,
which isright above Section 8, what does that
sentence say?

A. "Therepresented territory of Keith
County in accordance with Neb. Rev. Stat. 70-612,
subpart 4, the boundaries of said districts shall
be the boundaries of the said counties or voting
precincts in accordance with Chapter 70, Article 6
of Nebraska statutes.”

Q. And so the chartered territory proposed

includes the represented territory of Keith
County?

A. Thatiscorrect.

Q. Andthat'swhat is depicted on
Exhibit C?

A. That iscorrect.

Q. | should say Exhibit C to the Petition
to Amend, just to clarify.

A. Correct.

Q. Thank you. Looking at the -- continuing
to focus on Exhibit C, the subdivision map. Can
you just walk through quickly the subdivisions
that are on -- how many subdivisions are depicted
on that map?

25

They're geographically based. They do not change

23|in the petition includes the chartered territory 23| A. There are seven subdivisions on the map.
24| of Central? 241 And each subdivision in the find state of the
25| A, Correct. 25| board will include two directors elected by the
Page 399 Page 400
1|public. 1 |with population.
2| Q. Andisityour belief, Mr. Brundage, 2 Five of the eight subdivisions represent
3|that the subdivisions are fair to the constituents 3|irrigation customers. So 10 of those 14
4| of the proposed district? 4| representatives, five of those subdivisions
5| A. Absolutely. They'revery fair. 5| represent electric customers. And I'll even say
6| Q. Do you believe the proposed subdivisions | ¢|there's ahandful in Phelps County, though not
7|would be prejudicia to the rural interest of 7lvery many.
8| electric users? 8 And, again, as we talk about the purpose
91 A. Actualy tothe contrary. | think 9| of this public power and irrigation district, it
10|they're very fair to rural interest and even 10|is about serving our irrigation customers,
11\ more -- more so given where Central's original 11| generating hydroelectric power and distributing it
12\ territories come from. 12|to our customers and a litany of other benefits,
13| Q. Why do you say that? 13| recreational interests, and especially groundwater
141 A. Theexclusion of some of those 14 recharge throughout the whole region.
15\ municipalities make -- makesthisan even more |15 Every subdivision is represented by
16]essrural -- rural prejudiced format, | guess, of 16| someone who can advocate for all of the benefits
171the district. It'svery focused on the peoplewho |17 |that thisdistrict will provide.
18| serverura farm ag interestsin -- in the valley. 18 HEARING OFFICER TEXEL: Would be.
19 Q. Doyou believe the proposed subdivisions |19|Y ou're talking about the --
20| are prejudicial against the interest of irrigation 20 THE WITNESS: Would be.
21|water customers? 21 HEARING OFFICER TEXEL: -- newly
22| A. Absolutely not. 22| congtituted district.
23| Q. Why doyou say that? 23 THE WITNESS: That's correct.
241 A. Theproposed subdivisions are very fair. 24 HEARING OFFICER TEXEL: Okay. And

| would note for the record that Board Member
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Page 401 Page 402
1| Gottschalk has arrived. 1| directorswill Platte River Public Power and
2 BOARD MEMBER GOTTSCHALK: 2|Irrigation -- or I'm just going to refer to Platte
3| Thankfully. 3 |River for ahit here -- how many directors will
4 UNKNOWN SPEAKER: In one piece. 4 | Platte River have at the start?
5 HEARING OFFICER TEXEL: Despitethe 5 A. Atthestart, they'll have al 23 board
6 | weather doing its best to keep her away, sheis 6 |members consisting of the boards of both prior
7|here. Mr. Brashear. 7| entities.
8/BY MR. BRASHEAR: 8| Q. Andwhat isthefina number of
9] Q. Mr.Brundage, I'd liketo turnto 9|directors that Platte River will have once the
10| Section 10 of the Petition to Amend. 10|transition is completed?
11} A. Yes 11} A. Therewill be 14 directors at the end of
121 Q. Anddo you see Section 10, sir? 12| three election cycles.
13 A. Almost. Yes, | do. 13 Q. AndI'm-- on the easel we have
141 Q. And then as part of thisdiscussion, 14| Exhibit 43. That'sa-- isthat a depiction of
15| Mr. Brundage, I'll ask you to also have at your 15| where the board membership -- the board membership
16| availability Exhibit D to the petition. 16 | that would be in place on July 1st or when the
171 A. Okay. 17| Power Review Board approves this?
18| Q. Okay. Mr. Brundage, is-- is Section 10 18| A. Thatiscorrect.
19| of the petition addressing the representations of 19| Q. And so that'sreflecting those -- those
20 |the subdivisions we just talked about on the board 20|23 directors who would be theinitial directors of
21 | of directors of the Platte River Public Power and 21 |the Platte River?
22|Irrigation District? 22| A. That'scorrect.
23| A. Yes, itdoes. 23| Q. Andit'sshowing theminthe
241 Q. Andhow many directors, if the Power 24| subdivisions that they would be in; is that
25 | Review Board approves these amendments, how many |25 correct?
Page 403 Page 404
11 A. Thatiscorrect. 1| point, so you would understand this -- this would
2 HEARING OFFICER TEXEL: | just want | 2|bewhere the directors would be on thefirst day
3|to clarify too. The July 1st date is what the -- 3| of Platte River whenever that is?
4|Central isasking for if -- if the petition were 4] A. That'scorrect.
5| approved, Central is requesting that July 1st 5| Q. l'dliketolook at Exhibit D. Now just
6 |would be the date that the change becomes 6|look at Exhibit D, Mr. Brundage, with you.
7| effective. So that's the operative reason of 7 HEARING OFFICER TEXEL: To
8|Jduly 1st. 8| Exhibit 1?
9 And Mr. Brashear set for whenever 9 MR. BRASHEAR: Exhibit D to
10 |the Power Review Board could get this approved, if |10|Exhibit 1, right. Exhibit D to the Petition to
111it were to decide so. 111 Amend.
12 So we've been talking about 12 HEARING OFFICER TEXEL: | think
13| July 1st, but | wanted to say why -- why the 13|that's clear. | just want to make sure.
141 July 1st date isimportant. 14 MR. BRASHEAR: Yep.
15 That's not a Power Review Board 15 HEARING OFFICER TEXEL: Sincewe're
16 |date. That'sthe date Central wants to implement 16 | skipping from different exhibits.
17]this, at least atarget date if the Board -- Power 17 MR. BRASHEAR: Very fair.
18| Review Board were to approve it. 18|BY MR. BRASHEAR:
19 | just -- | don't think we've 19| Q. YouhaveExhibit D --
20| clarified that. If we haven't, | apologize to 201 A. Yes, | do.
21| reiterate. 21| Q. --of the Petition to Amend in front of
22 THE WITNESS: | think it hasbeen a 22 you?
23 |target date, and it isjust that, yes. 23| A. ldo.
24/BY MR. BRASHEAR: 24| Q. Canyou explain what Exhibit D is
25 25

Q. Okay. And soto that, to Mr. Texel's

showing and walk us through that?
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1| A. Yes Thisiskind of adepiction of 1| And then once again, just stepped through. And as
2|\what isredly kind of included in the chartered 2| certain C and D seats came up for election, they
3|amendment, but it describes how those 23 board 3|would be removed from the election cycle.
4| members over the course of those three election 4| Q. If thereisavacancy inan A or B seat,
5|cycleswould go through areduction into thefinal | 5|how -- would that be filled?
6 |state of those -- those 14 -- 14 directors. 6| A. Itwouldbefilled.
7 All directors have -- will be able to 7] Q. How would that be filled?
8| complete their entire term, their entire remaining 8| A. Going forward, the vacancy would be
9|portion of their term regardless. So the system 9filled by governor appointment.
10 10 Isthat how Central fills vacancies

was set up to include that.

Q.

answers why this amendment will change the way

11} Q. Andwhen you're saying their current 11| currently?
12|term, you're saying -- so the 12, | think we had 12| A. Today it'sthe directors form the
13| testimony yesterday, the 12 current Central 13| decision to seat -- seat that director.
14| directors would complete their terms serving on 14| Q. Wasthat change-- isthat proposed
15|the Platte River Board? 15 | change due to Central's decision?
16| A. Minimally, that's -- that's correct. 16| A. No, that isstatute.
171 Q. The 11 current Dawson directors would 171 Q. That'syour understanding of the state
18| complete their terms serving on the Platte River |18 | statute?
19| Board? 19|  A. That was my understanding of state
20| A. That'scorrect. 20| statute.
21} Q. Andthencanyou-- canyoudescribethe [21| Q. Okay.
22 mechanics? So how did -- how was it determined |22 BOARD MEMBER HUTCHISON: | havea
23 how this would be reduced over time? 23| question about that. Does the -- does the
24 A, Very simply created A, B, C, D seats. 24| district have to petition the governor to make
25| And then set the seats in, in aphabetical order. 25 | that appointment?
Page 407 Page 408
1 THE WITNESS: | -- | don't know the 1|that those vacancies arefilled.
2| mechanics exactly, the process, but | believe 2 | guess I'm asking some of the
3|there is recommendations made to the governor and | 3|mechanics. I'm familiar generally with the fact
4| maybe you can clarify that, Mr. Texel. 4|that like, you know, in OPPD, which | -- whichis
5 HEARING OFFICER TEXEL: Actualy | | 5|theserviceterritory | livein. I'm familiar
6|am not real familiar with how the districts fill 6 |with how they fill their vacancies. But it will
7|it with the gubernatorial appointments. So | 7|be similar then -- similar then. What makes that
8|don't know the answer to that. 8| process start?
9 MR. JARECKE: Mr. Texd, if | may. 9 MR. JARECKE: It'ssmply a
10 HEARING OFFICER TEXEL: Yes. 10 | communication, Director Hutchison. Wouldn't call
11 MR. JARECKE: The statute, which 11]it apetition, but it's -- there's a communication
12 |jsn't terribly utilized in terms of the public 12 |to the governor's office to make him aware of the
13 | power districts, or in this case the public power 13 |vacancy. And then frequently the governor will
14|and irrigation district. 14| ask for suggested candidates.
15 It reads, if you have -- if you 15 BOARD MEMBER HUTCHISON: Okay.
16 | serve more than 25 communities, of course we have |16 MR. JARECKE: But thenit'swithin
17]excluded communities that would not be counted 17|that office's purview as to the appointment.
18 |towards that 25, then the governor has authority 18 BOARD MEMBER HUTCHISON: So the
19]to appoint in those districts. 19]governor could be -- | guess what I'm getting at
20 If you serve less than 25 20|isif the district -- there was adecision in the
21|communities, then it's a board appointment. So -- 21| past as was testified yesterday not to fill a
22| but within the boundaries of this charter, you 22 |vacancy.
23 |would have more than 25 served communities. 23 If it wasthe district's
24 BOARD MEMBER HUTCHISON: So that |24 |leadership's perspective to not want a vacancy to
25 25

befilled, do they have the -- what -- what would
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1|happen if the district would not notify the 1|of State statute as to when to fill that
2|governor's office? Could the governor makethis | 2|appointment.
3| appointment without a notification? 3 | would for clarity of the record
4 MR. JARECKE: If | may. Again, 4| say that there is atimeframe identified within
5|1've somewhat jumped into the witness chair here. | 5|that statute. And | think astestified to, the 45
6|But Director Hutchison, | -- first of all, at 6 |daysisthe allotment for this. And thiswas
7|least as | understand Central previously, they 7| obviously greater than 45 days, but --
8 |were not subject to the same governor appointment | 8 BOARD MEMBER HUTCHISON: Okay. All
9 9|right. Thank you.

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

requirement.

Again, thisis afunction of the
newly merged district. But to your question,
again, so that was within the control of the
purview of the board itself to make that
appointment.

Andinthisinstance, as|
understood the testimony through the advice of
general counsel, it was decided we're in such
close proximity to the el ection that we will not
put our preferred candidate in that -- in that
Seat.

And | think -- again, | think
that's a discretionary matter to that individual
district.

But now you're asking me a dlightly
different question associated with the Secretary

11

25

BY MR. BRASHEAR:

Q. Mr. Brundage, if thereis a vacancy
referred to A and B, and that those would be
filled -- vacancies would befilled by
gubernatorial appointment; correct?

A. That's correct.

Q. And Central -- Central today, Platte
River will understand that it -- the governor is
involved in that process?

A. That's correct.

Q. If thereisavacancy in C seat or if a
subdivision has a D seat, | believe a couple of
those have that, if thereis avacancy in those
C or D seats as they have been denoted, how would
those vacancies be filled?

A. Asnoted, they will not befilled after

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 i Page 411
July or after the official creation date of the

district.

Q. Soif thereisavacancy in that seat,
that office will go away?

A. That's correct.

Q. Ontheright side of Exhibit D,

Mr. Brundage, thereis a column or a section
labeled board size post election cycle. Do you
see that section?

A. Yes | do.

Q. Is--andit showson --if I'm reading,
on July 1st, 2023, or the inception date or the
consolidation date, Central will have 23
directors. Am | reading that correctly?

A. That's-- that is correct.

Q. And it's showing those by subdivision?

A. That's correct.

Q. Andthenit has a series of dates after
that. Arethose installation dates after
elections?

A. Right. So after each -- each election,
two years | ater there will be a change in that
board size.

Q. Soin 2025, it will have 19 seats?

A. That's correct

In 2027, 16? Page 412

That's correct.

Andin 2029, 14?

That's correct.

And isthat the final size?

That isthefina size.

. Subdivision seven, which subdivision is
that, sir?

A. That references Keith County.

Q. And subdivision seven at least through
inception and throughout the first three cycles,
it lists one; isthat correct?

A. That iscorrect.

Q. Soat January 4th, 2029, chartered size,
it was two there?

A. That's correct.

Q. Isthat referring to the addition or the
second seat --

A. Thatis--

Q. --for Keith County?

A. Thatiscorrect. That'sthe date at
which that second Keith County representative will
come on board.

Q. Why was a second Keith County seat not
proposed for addition at inception?

OPO>PO>O
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11 A. That wasthe desires of the board as 1\ original, are they numbered?
2|they worked through this -- the negotiations to 2 MS. KREIFELS: No, they are not.
3| build this. 3| Just count.
4] Q. Okay. Thank you for walking through 4 HEARING OFFICER TEXEL: Okay. We
5| that. 5|will need to --
6| A. Uh-huh. 6 MR. BRASHEAR: So, Mr. Brundage,
7| Q. Mr.Brundage, | -- yesterday we had 7|what is--
8|testimony -- | believe we are done with the 8 HEARING OFFICER TEXEL: Wewill
9 9

Petition to Amend, sir. So thank you.

A. Thank you.

Q. Yesterday we had testimony regarding the
management, proposed management of Platte River
Public Power and Irrigation District. 1'd like to
discuss that with you for amoment, if | could.

Exhibit -- Exhibit 25, please, | would
call your attention to. Exhibit 25, slide 21,
if -- when you receive that, please.

A. All right. Thank you.

HEARING OFFICER TEXEL: Page 21 of
Exhibit 257

MS. KREIFELS: Yes.

HEARING OFFICER TEXEL: Arethe--
are the -- my pages are not numbered in my copy.

MS. KREIFELS: They are not.

HEARING OFFICER TEXEL: Onthe

need to number the exhibit pages for the record at
some point too.

MR. DEGAN: And, Counsdl, for
housekeeping, in addition, isit -- are you going
to offer the phase two report that's the
foundation for the slides?

Because otherwise I'm going to have
an objection to the dides because they're not --
they're not -- there is no basis for them.

MR. JARECKE: | think the
expectation is, yes, but we need to obviously get
to Mr. Sonju to make that offer.

MR. BRASHEAR: | -- | would say,
Counsdl, this -- thisis a presentation made.

It's not the phase two report. It'sa
presentation in a public meeting.

MR. DEGAN: Counsel --

© 00 N O O B~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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MR. BRASHEAR: Thereisa--

MR. DEGAN: -- offer thereport is
what I'm suggesting. | just want a clean record.

MR. JARECKE: No, | understand.
This obviously camein as part of the original
offer without objection. It's my understanding
we're going to have objections to the report. So
| don't know how -- we can't --

MR. DEGAN: I'mnot. That's what
I'm saying. Offerit. | just wantitinthe
record.

MR. JARECKE: Areyou withdrawing
the objections to this report?

MR. DEGAN: Wéll, | never made an
objection. | said I'm -- I'm withholding.

MR. JARECKE: Reserving.

MR. DEGAN: I'm reserving, right.
But if we're going to be testifying on dlides that
are derived from the report, | want to have a
clean record.

MR. BRASHEAR: So then welll
offer -- well offer --

THE WITNESS: | don't know that the
glides --

MS. KREIFELS: Hold on. We're

. Page 416
just --

MR. JARECKE: Hold on.

HEARING OFFICER TEXEL: Hold on.
Was the -- was the report either Exhibit 22 or 39?

THE WITNESS: Exhibit 22.

MS. KREIFELS: 22. So --

HEARING OFFICER TEXEL: Okay. So
it was one of the exceptions.

MS. KREIFELS: It has been offered.
It has not been received; so --

HEARING OFFICER TEXEL: Wéll, it
was marked. It wasn't --

MR. DEGAN: Right.

HEARING OFFICER TEXEL: -- offered
yet, | don't think, wasiit?

MS. KREIFELS: | think we
offered --

MR. DEGAN: | don't think you did.
Our agreement was we were going to reserve
objections depending on what evidence cameiin.

MR. BRASHEAR: WEell offer
Exhibit 22.

HEARING OFFICER TEXEL: I'm sorry?
What?

MR. BRASHEAR: WEell offer
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1|Exhibit 22. 1| Q. Andonthischart -- well, can you --
2 HEARING OFFICER TEXEL: Okay. 2|would you describe what this chart is depicting
3| Without objection, I'll accept Exhibit 22. 3|and how that management is proposed to happen?
4|BY MR. BRASHEAR: 41 A. Yeah. | think as-- as you think about
5 Q. Allright. Mr. Brundage, going back to 5|this, as you're creating the new entity, public
6 | Exhibit 25, page -- dlide 21 of that, which | 6| power and irrigation district, Ms. Kautz has a
7 will refer -- which | want to refer to as, is that 7 |breadth of knowledge about the distribution, her
8|dlide labeled, Proposed Initial Leadership 81 business with Dawson, the breadth of knowledge
9| Structure. 9 |about managing the facets of Central as| do.

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

A. Thatiscorrect.

Q. And doesit have the logos of Central
and Dawson both on it?

A. Itdoes.

Q. And underneath it says, new PPID
underneath?

A. That's correct.

Q. Mr. Brundage, yesterday there was --
there were questions and there was testimony about
you and Ms. Kautz being co-managers of Platte
River. Isthat the intention?

A. Yes itis.

Q. And does this chart show the leadership

10
11
12
13

15
16
17

19
20
21

And the boards were very comfortable
with each one of us continuing to fulfill those
roles as we cross-trained and bring our teams
together isreally atransition plan, right, to be
ableto get al of that knowledge transferred,
create adistrict that is ready to tackle the
future, help our board members from each side
learn their parts, perspective parts of the new
board.

And so this -- this was a perfect way
for us to transition into what will become -- and
both Ms. Kautz and | were very clear with our
boards at some point you will make the decision to

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

HEARING OFFICER TEXEL: Doesthis
reflect what the board approved as the leadership
would exist if the petition were approved?

THE WITNESS: Aswe -- aswe look
through this, thisistheir intention of how we
would go forward, that's correct.

HEARING OFFICER TEXEL: Andthisis
what the petition sets up? Well, | guessthe
petition doesn't set it up. Thisiswhat the plan
of consolidation would set up?

THE WITNESS: That's -- that's
what -- whether it's spelled out specifically in
the plan of consolidation, | think the level of --
again, thisiswhat the boards, we put in front of
them, and they said, yes, thisis how we --

HEARING OFFICER TEXEL: And they

23 | structure proposed for Platte River? 23| select your leadership.

24| A. Yes, thisiswhat was discussed with our 24 And we were both very clear with them

25 | boards. 25 |that that can include or does not need to include

Page 419 Page 420

1| either of us. 1|approved this?
2 This -- thiswhole process has been 2 THE WITNESS: That's correct.
3| about making our district stronger, not about the 3 HEARING OFFICER TEXEL: Okay. So
4|leadership. Thisisabout the districts. And so 4|it wasn't just discussed. Thisiswhat they
5|we're very clear about that. 5| approved?
6 HEARING OFFICER TEXEL: Okay. And| 6 THE WITNESS: Yes, to the best of
7|you said this reflects the discussion with the 7|my knowledge.
8| board. 8 HEARING OFFICER TEXEL: Okay.
9 THE WITNESS: That's correct. 9/BY MR. BRASHEAR:

Q. Mr. Brundage, will you and Ms. Kautz
both be co-managing each of these divisions?

A. Yeah. Asyou can see, the production
arrow kind of comes up on my side. The
distribution side -- arrow comes up on Mrs. Kautz
side.

We would collaborate on those joint
services within the purview of the new district.
That collaboration, that is really part of that
transition plan, to be able to help our teams grow
together and that's -- that's what has to happen
for asuccessful new district.

Q. And then with regard to corporate
services, that has arrows going to both of you?

A. That's correct.

Q. And what does that reflect?

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 2

13 (421 - 424)

2/16/2023
Page 421 . . Page 422
1 A. That waswhat | alluded to, the joint 1| electricity is what we have the ability to do asa
2| services, accounting and those types of things, as| 2 |public power and irrigation district.
3|we -- as we begin to bring our two accounting s BOARD MEMBER HUTCHISON: | havea
4 |systems together, and our public relations, 4 |quick question. Areyou familiar with irrigation
5|governmental relations, all of those -- those core | 5 |districts generally?
6| services together. 6 THE WITNESS: Yesh.
7' Q. Mr. Brundage, there -- there has been 7 BOARD MEMBER HUTCHISON: So did you
8|times during this hearing where the term 8/just -- did I understand you to say that an
9 9 |irrigation district, the voting process for an

irrigation district has been used to describe the
Central -- | don't know that it was intentional to
describe it that way -- but does irrigation
district describe what Central is?

A. Central isapublic power and irrigation
district, not an irrigation district.

Q. Isthereadifference?

A. Anirrigation district isreally a
creation of a different statute set, Chapter 46.
And those irrigation districts are comprised of
just irrigator members, selected by irrigators,

irrigation district isdifferent? That it'snot a
general public ballot, but it's specific just to
theirrigators?
THE WITNESS: That ismy
understanding. 1'm not an expert in irrigation
districts, per se, but | believe they're comprised
solely of irrigation members selected by
irrigators.
BOARD MEMBER HUTCHISON: Thank you.
BY MR. BRASHEAR:

ability to marry those -- those resources, bring

201 and do not have the ahility to do many of the 201 Q. ButCentral isapublic power and
211things that our public power and irrigation 21}irrigation district?
22| district does. 22| A. Thatiscorrect.
23 That'swhy our charter says, you haveto |23| Q. Organized under Chapter 70, Article 6?
24|go forth and supply irrigation water, create 24| A. That'scorrect.
25| electricity, distribute electricity, transmit 25| Q. Subject to the authority of the Power
. Page 423 Page 424
1|Review Board? 11those benefits of those beneficiaries together for
2| A. Thatiscorrect. 2 |the -- for the betterment of all -- al of the
3| Q. Platte River will be the same? 3| constituents of the district.
4 A. Exactly the same. 4 BOARD MEMBER HUTCHISON: | have
5| Q. Areirrigate-- Mr. Brundage, do you 5|another question about that. So you -- we're
6 |know if irrigation districts are subject to the 6 | considering here an amendment where we're going to
7| Power Review Board? 7| basically merge an existing retail public power
8| A. |donotbeievethey are. 8| district with your PPID.
9 Q. Do you have an understanding of who they | °© Would your authority, or maybe it
10 might be reported -- regulated by? 10|was -- if you know, does it require a charter
111 A. | would imagine the Department of 11} amendment in order to just offer retail service
12| Natural Resources. 12| without doing an amendment?
13| Q. Mr. Brundage, do you believe that there 13 THE WITNESS: It would -- it might
14|is an inherent tension between electric and water | 14| depend on what your -- | don't know factually, but
15 ratepayers? 15]it may only depend on what your charter says
161 A. No, they're complimentary. 16| today.
171 Q. Why doyou say that? 17 Within the purview of our status as
18| A. Our district has proven it for the last 18 |a public power and irrigation district, we have
19180 years. Thedistrict stores water and creates 19|that ability. Whether it would require a charter
20| electricity and irrigates crops. And we manage-- |20|amendment, | might defer.
211 manage the water for those purposes. 21 BOARD MEMBER HUTCHISON: Okay.
22 They help each other. That's the reason 22| Thank you.
23 the district was created like it was, by -- I'll 23|BY MR. BRASHEAR:
24| call them the Georges from here on out, the 24 Q. Mr. Brundage, there was a question
25 25

yesterday asked. | don't -- | don't recall when
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1lexactly -- if there has been a merger of apublic 11the same era as we were, that's the Platte Valley
2| power and irrigation district or -- and a public 2| Public Power and Irrigation District built
3| power district before. Are you aware of any 3|dlightly ahead of Central's system.
4| merger like that? 4 And today that system still provides
5| A. Great question. | think there was some 5|irrigation water, though | think they dropped the
6| really fun conversation around that. 6|irrigation district portion of it. That district
7 As Central was being created, we weren't 7| till serves customers today.
8|unique. There were -- there were other public 8 And | won't refer back to the exhibits.
9| power and irrigation districts. 9|But if you remember the purple splotches from
10 | think one of the entities that might 10 |yesterday, some of those dark purple splotches are
11 |have been referred to, and they came in and 11| still served by that entity.
12| chatted with us, Loup Power. They have retail 12 In about 1970 that public power and
13 |distribution. They have hydroelectric generation. 13|irrigation district went together with Consumer's
141 They haveirrigation customers. Not alot. They 14| Electric and | believe maybe the Nebraska Public
151livein -- alittle bit further east where there 15| Power System to create NPPD.
16 |isnot alot of -- not as much need for -- for 16 And so today -- you heard yesterday a
17lirrigation. 17]lot about irrigation and water. That water in
18 But that -- they juggle those. They 18| ake McConaughy that was part of the Platte Valley
19)work with their local NRD, just like we do. And 19| Public Power and Irrigation District still serves
20sp agood model. Nea came and -- Neal Suesswith |20 |those customers today.
21|Loup Power came and talked to our boardsand told |21 Not -- then left behind by NPPD, still
22 |them what that felt like. 22 |very important, furnishes our board president,
23 Beyond that, | think there's avery 23|Dr. Rosg, service. And they do afinejob, low
24| successful merger that you canlook atin a 24| cost, maybe even lower than Central's, and
25 | created public power and irrigation district from 25 |unallocated during the height of the drought in
Page 427 Page 428
112006. 1 HEARING OFFICER TEXEL: And areyou
2 HEARING OFFICER TEXEL: And 2|familiar with that history --
3 |Nebraska Public Power District is a public power 3 THEWITNESS: Yes.
4 |district though, not a-- not a public power and 4 HEARING OFFICER TEXEL: -- that you
5|irrigation district? 5 [read about it?
6 THE WITNESS: That's correct. 6 THE WITNESS:. Yes.
7| That's how they chose to form their merger. 7 HEARING OFFICER TEXEL: Andthatis
8 HEARING OFFICER TEXEL: Andthe 8 |what was depicted in those -- in those
9|same with Loup River, it's a public power 9| descriptions, the historical descriptions?
10| district, not apublic power and irrigation 10 THE WITNESS: Yes.
11| district. 1 HEARING OFFICER TEXEL: Okay. I'll
12 THE WITNESS: | cannot speak to how 12 alow it.
13|they were formed exactly. 13|BY MR. BRASHEAR:
14 HEARING OFFICER TEXEL: Okay. 141 Q. Mr. Brundage, when you look ahead for
15|BY MR. BRASHEAR: 15| Central, separate and apart from potential
16| Q. Butisyour testimony that the Nebraska 16 | amendments to the charter or merger, what issues
17| Public Power District is the result of acommon -- 17| asyou look ahead for Central do you see?
18| of amerger of a public power and irrigation 18 What are things as general manager that
19| district and at |east one public power district? 19|you're cognizant of or that could come up for
20| A. Thatiscorrect. 20| Centra?
21 MR. DEGAN: Objection. Foundation. 21| A. Anything and everything. We have our
22 HEARING OFFICER TEXEL: Doyou have |22|eyesopen all thetime. There are challenges as
23| knowledge of that merger in the past? 23| everybody, every utility knows. The landscape and
24 THE WITNESS: Thereis history 24| power is changing.
25 |written about it. Isthat -- 25 Ten years ago the landscape for the
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1|power market is different than it istoday. And 1 |about.
2|we know it's changing more rapidly. 2| Q. Mr.Brundage, isthere anything in your
3 Our ability to make sure that we can 3 |understanding that would change with regard to the
4| maximize the value of the hydro generation. 4| delivery of surface water or the management of
5|Challenges include continuing to work towardsa | 5|surface water after the merger?
6 | sustainable water supply. 6| A. Nothing changes.
7 We always are on guard, making sure that 7| Q. Isthereanythingin your opinion or
8|we're protecting customers water supplies. Todo | 8|understanding that would change with regard to
9|that, you have to have allies. You have to have 9| recharge of groundwater after the merger and the
10| people that are there to advocate for control of 10| proposed amendments are approved?
11\your water. That is-- that is of paramount 11| A. I'll say nothing changes. Itisthe
12}importance in everything that we do. 12| hope that thiswill, once again, when | talk about
13 Those -- those resources, that water, 13| advocacy, improve our ability to provide low cost
141theirrigation, the groundwater, the electric 14 irrigation, keep those costs lower through the
151 power generation, all of it is dependent upon a 15 financial advantages that we can -- we can pull
16 |marriage of those resources, using them together |16 |from this.
17\ for the best of our customers. 17 The ability to work with our partners
18 And that even includes recreation. 18| more effectively through those advocacies to
19| Today we have our revenue stream from our 19 |improve and retain and enhance those recharge
20| |easehold interest. That came about as a part of 20| agreements.
211]ooking forward and saying, what isit that it 21 BOARD MEMBER HUTCHISON: So | have
22| takes to make sure that we're able to provide all 22| aquestion. Y esterday there was testimony about
23 | of these benefits and more at the lowest possible |23 | different financial units.
24| cost to our customers for the long-term, for the 24 THE WITNESS: Yes.
25| next 80 years. That's what this discussion is 25 BOARD MEMBER HUTCHISON: One of
. . . Page 431 Page 432
1|them will have something to do with hydroelectric 11 my cows, then | can do that.
2| generation. And another one will have to do with 2 BOARD MEMBER HUTCHISON: How do you
3|irrigation users. Isthat -- or maybe multiple 3 |decide --
4|ones? 4 THE WITNESS: If | canfeeditto
5 THE WITNESS: Yes. 5|my cows, that's better.
6 BOARD MEMBER HUTCHISON: Canyou 6 BOARD MEMBER HUTCHISON: How do you
7 |clarify that again? 7 | decide what price you're going to sell it to your
8 THE WITNESS: Correct. We have -- 8 |cowsat?
9| currently we have aKingsley unit. Andwe havea 9 THE WITNESS: Y ou get to decide
10| Glendo unit. And we have ahydro irrigation unit. 10 | because you have knowledge of what'sgoing onin
1 Adding the energy distribution 11|the markets. | know what | have to buy feed for.
12 unit -- again, these are all revenue sources, 12| know what | can sell my corn for.
13|right. And asyou -- asyou think about having 13 BOARD MEMBER HUTCHISON: So if
14 multiple revenue streams, that's -- let's think 14|you're selling it to your cows at the same
15|about it asdiversity. Diversity inyour -- in 15|price -- soif you're theirrigation -- if you're
16| your operations. 16 | the hydroelectric --
17 | can have-- let'suse ag. | can 17 So how doesit work now? So right
18 | haveacorn crop. | can sell corn. | can aso 18| now you have hydroelectric and -- as an income
19 | have a cow/calf operation. 19 | source, and you have irrigation service as an
20 | can sell my corn to the market 20 |income source.
21 |and maybe that's my only optionif I'm agrain 21 Do you -- does the ability to
22|farmer, but if | can sell it to my market, or | 22| generate electricity and the revenue that's
23| have achoiceto feed it to my cows, now | have a 23| generated by electricity, does that help to
24| bit more diversity. If | can sell it, it's 24| subsidize the rates that the irrigation users pay?
25 25 THE WITNESS: That bubbleis

organic, for abetter pricethan | can feed it to
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1itogether. It's-- you can diceand diceit. We 1| helps us keep track of those -- those savings.
2| can come up with reports, all kinds of different 2 The amount of revenue that you
3| ways. 3 |would have received under -- if you sold that --
4 But in general, you saw those four 4 |that corn, can be applied to your cows.
5|revenue streams yesterday. Those -- those revenue 5 And then if thereis savingsin the
6| streams comprise what Central uses to operate and 6 |middle, you can split that. And that's what the
7|maintain its system. 7| PSE study really dug into was how could | allocate
8 BOARD MEMBER HUTCHISON: How 8 |that savings, that additional revenueto -- to
9\ will -- how will this amendment change that? 9 [help everybody.
10 In the plan of consolidation, the 10 BOARD MEMBER HUTCHISON: Thank you.
11ifivefinancial units, are there -- are there 1 BOARD MEMBER GOTTSCHALK: | guess|
12| subjectivity associated with how you're going to 12| have aquick question.
13 | subsidize and whether you'll subsidize to the same 13 When you get back to those
14| degree irrigation services? 14| different revenue streams, and there was
15 THE WITNESS: So that's -- part of 15 | discussion about Jeffrey serving the distribution
16| that consolidation plan, we talk about this energy 16 | load, which will now be part of, so in that
17]distribution. And it's much of afairnessissue. 17| processisthere aloss of revenue to the
18 And our boards are elected 18 |irrigators or how do you balance that out?
19| officials. They understand this. Y ou know, 19 THE WITNESS: So looking at it from
20| ratepayers pay for power lines and power poles. 20 |a30,000-foot level, it's Platte River Public
21|Irrigators are -- help through the generation. 21| Power and Irrigation District.
22| That's the way it's been. 22 BOARD MEMBER GOTTSCHALK: Right.
23 So we have ahydro irrigation 23 THE WITNESS: At a-- down one
24 |piece. You have an energy distribution piece. 24 |level, that revenue that would have occurred had
25| And that -- that financial unit system helps us -- 25 |you sold that to the market or BPA or whatever
Page 435 Page 436
1|you -- what choice you would have had, that is 1 Right now you'rein charge. And
2| reflected in alower cost to purchase energy. 2| after thisis over, you no longer will bein
3 So that amount that | saved by not 3|charge. You'l have two peoplein charge.
4| purchasing the power includes what | did not get 4 Y ou're going to have potentialy a
5|from selling it, plus thisfinancial advantage by 5| split among employees as to who gives allegiance
6 | shaving those peaks, that expensive energy. 6|to who.
7 So, yeah, the plan of consolidation 7 Ultimately you're going to have to
8 |sayswe bring in the savings, allocateit. And we 8|answer to the board, and they're going to be doing
9| movein the cost that | forfeited by not selling 9| performance evaluations to determine which of you
10 it to market or BPA. Isthat helpful? 10| or maybe neither of you would then be the leader
1 BOARD MEMBER GOTTSCHALK: | think |11|going forward.
12| that answersit, just -- 12 How was -- how was the -- this
13 THE WITNESS: Two parts. The part 13| management structure developed?
141of -- 14 THE WITNESS: So thank you for the
15 BOARD MEMBER GOTTSCHALK: Right. [15|question. Diving back alittle bit, Chairman.
16 THE WITNESS: -- what | foregonein 16 The PSE study really dug into the
17 |the sales, plus the extrafinancial savings. That 17]labor savings. They look for those -- those
18 | helps keep the water rates low, that helps keep 18| places where there would be -- excuse me --
19 |the power rates low, allocation to both parties. 19]savings that comes from -- frankly in the end, at
20 | Win-win. 20 |the end of the day, they don't need two of us,
21 BOARD MEMBER REIDA: Soinyour 21|right? They don't need Gwen and Devin.
22| study where you had your consultant, are they also 22 They need aGM. So they did a good
23 | management experts? |Isthat where thismanagement |23 |job going through the finances, saying here's --
24| structure was developed, or is that done 24 | here's where you'll have some efficiencies, some
25 25

internally, or how did you come up with the --

improvements in employee utilization, and -- and
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1| compiled that. 1|board on that, that discussion. They're -- you

2 The actual organizational systemis 2| know, they're comfortable having their leaders

3|really atransition plan, as| mentioned before, 3| help transition each side --

4|and that is board driven because they -- they are 4 HEARING OFFICER TEXEL: Soitwasa

5|responsible for hiring and firing the general 5|joint decision with the board, you and Ms. Kauitz,

6 manager and that is their responsihility. 6|and was PSE involved in that or givea

7 Over the past two and a half years, 7| recommendation on that?

8|we have built alot of trust and conversationsin 8 THE WITNESS: PSE did not have a

9| our two entities and that is reflected in what 9 | recommendation on --

thistransition planis.

You're correct. At the end of the
day, thiswon't go on forever. And | cantell you
it's ashort-term transitional plan.

There will be days, and as ||
mentioned maybe both of us have conveyed to our
boards, thisis atransition plan.

And at the end of the day, thisis
your decision going forward to hire whatever
leader you want to lead Platte River going
forward.

HEARING OFFICER TEXEL: But who

HEARING OFFICER TEXEL: Okay.

THE WITNESS: -- organizational
structure. They threw out some of these, here's
how it could look --

HEARING OFFICER TEXEL: Okay. So
in response to Chairman Reida’s question, it was
a-- the two current general managers and the
board talking about it, and you came up with this
co-general manager setup.

THE WITNESS: That's correct.

HEARING OFFICER TEXEL: Okay.

BOARD MEMBER GOTTSCHALK: | have

25

not sold externally. So | assume that was the
best PPA you could get?

22| developed that? Did PSE recommend the co-general |22 |just aquestion --
23 | manager setup, or isthat the board that thought 23 BOARD MEMBER REIDA: Okay. Now,
24| of that, or where did that come from? 24||'m going to --
25 THE WITNESS: We worked with the 25 BOARD MEMBER GOTTSCHALK: -- when
Page 439 Page 440
1|you say short term. Go ahead, Chairman. 1 THE WITNESS: Yeah. Aswewent
2 BOARD MEMBER REIDA: I'm sorry. 2 |through the study, we continued to refine and --
3 HEARING OFFICER TEXEL: Go ahead, | 3|and give PSE the best estimate as to what -- what
4|Mr. Chairman. 4 |that value would be going forward.
5 BOARD MEMBER REIDA: Would you 5 BOARD MEMBER REIDA: So did
6| please bring up your Exhibit 21, page 52, whichwe | 6|somebody with a PPA actually offer you that?
7|had achance to look at yesterday. | had a chance 7 THE WITNESS: So | guessfor
8|toreview it last night. | have some questions on 8|clarity, in, | think, early 2021, we issued RFPs
91it. 9| knowing that, regardless of the merger status, we
10 MR. BRASHEAR: Thisis52to 54. 10 {would need to have at least the Johnson 1 and
1 BOARD MEMBER REIDA: Yeah, thisis |11|Johnson 2 unitslocked up and starting in 2024
12|going to -- so thisis -- thetitle of this, 12 with some -- some place for that energy to go.
13| Consolidation Assessment, Financial Model Results, |13 And so we issued the RFPs. And,
14| Combined Versus Consolidated Net Income Impact |14 |yeah, we were throughout that two years receiving
15|Areas. Thisisonewe looked at yesterday. 15 | proposal's from various entities.
16 THE WITNESS: Correct. 16 BOARD MEMBER REIDA: And so one --
17 BOARD MEMBER REIDA: Soasl'm 17 s0 the best you received was the 32,589,341, that
18]looking at this, it appears that -- and | know 18|was actually an offer?
19]that there was some discussion about you can't 19 THE WITNESS: The -- we used the
20 | disclose things with potential power purchase 20 | best estimates at the time. We are still working
21| agreements, but it appears from this that the best 21 |towards afinal agreement on what will remain for
22 |you could get from the PPA from somebody was 22 |externa sale.
23|32,589,341. Because that's not the value of power |23 BOARD MEMBER REIDA: Thiswould be
24 24

power not sold externaly; right?
THE WITNESS: Correct. So that was
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1 |the best estimate when the model was completed. 1| benefit equalization and what's the staff change?
2 BOARD MEMBER REIDA: So somebody 2 THE WITNESS: So the staff change
3| offered you this. You're not going to sell it to 3|savings are, again -- in the report you'll find
4| them. 4| PSE's estimation of what you could foreseg, in
5 THE WITNESS: That'scorrect. In 5|their opinion, in employee number reductions
6 | essence. 6 |through attrition.
7 BOARD MEMBER REIDA: Somebody 7 Once again, we started this
8| offered you the 32 million? You got a PPA offer? 8| process, and we're very clear with all of our
9 THE WITNESS: We have PPA offers. 9| employees, no one loses their job, but they

We have not signed afinal offer yet.
BOARD MEMBER REIDA: | understand
that, but | mean did somebody offer you that?
THE WITNESS: Thereisan offer
similar to this. It's not this exact number, if
that's helpful, | guess.
BOARD MEMBER REIDA: Okay. Sowhen
I'm looking at the generation of power supply,
best is where over a seven-year period you're
going to gain about six and a half, almost
seven million dollars.
What's going on with the employee
side? It appearsthat you're going to save almost

10
11
12
13
14
15

17
18
19
20
21
22

identified how many folks would retire and what
periods of time and how those pieces of savings
could be looked at.

The benefit equalization, again PSE
was very diligent and said, you know, as you look
at this, your benefit packages aren't exactly
equal. There probably would be some -- some cost
associated with that.

And so they came up with a number
to that to try to be as redlistic as they could
with that.

BOARD MEMBER REIDA: So your
equalization is basically -- was that the result

25

think Vice Chair Hutchison was kind of aluding
to.

23| that much with employees; isthat -- 23| of your decerting the union.
24 THE WITNESS: There's-- 24 THE WITNESS: Itis part of what
25 BOARD MEMBER REIDA: What isthe 25 |they estimated. At the time this report was done,
Page 443 Page 444
1|you know, they -- we were gtill ina 1 How do you determine -- so the
2 | union/nonunion place. 2| allocation of savings, thisis going to result
3 BOARD MEMBER REIDA: Okay. So 3lin -- inyour water and electricity rates; is that
4| about half -- typically in amerger agreement, 4| correct?
5|you're going to have, you know, something where 5 THE WITNESS: Thisis-- okay. So
6 | you have economies of scale, especialy like with 6 |and maybe I'll draw your attention back up to that
7 |your accounting, legal, those kinds of 7| power supply piece, 32 million and 39 million.
8| administrative services. 8 So | think -- and maybe -- maybe
9 Typically your operations though, 9|this goes alittle bit to Director Gottschalk's
10 |unlessyou'reredly, | would say fat, you don't 10| question.
11|lose that much in operations. 1 32 million iswhat | estimate --
12 I'm kind of surprised you have that 12 they estimated that we could sdll it for.
13| much, but that's -- you're saying thisis going to 13139 million is what you could recoup if you used
14| be just attrition and you're not going to refill 14 that in shaved peak.
15| positions because they're not necessary? 15 Moving down then, you have savings
16 THE WITNESS: Y ezh, that's correct. 16 |in employees. And then that allocation piece
17| And you're -- you're absolutely correct. You 17lis-- and, once again, our consultant would be
18 |know, irrigation service specialists and linemen 18 able to dive in deeper into the exact
19 |don't do the same job. And so there were very few 19| calculations, but used basically kind of a cost of
20| field level changes that were part of that benefit 20| service method.
21| calculation. 21 Onceagain, it's-- it'saboard
22 BOARD MEMBER REIDA: Okay. Sonow |22|decision, but he provided one alocation method
23| let's go down to allocation of savings, which | 23 |that he could use to say how -- how would | divide
24 24

up that extra savings using that resource for our
own customers and apply that to hydro irrigation
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1|and toretail electric. 1|going towards electric user or to the water user?
2 BOARD MEMBER REIDA: All right. 2 THE WITNESS:. The boardswill --
3| And so there's some methodology in determining 3 BOARD MEMBER REIDA: Whatever --
4 |that the electricity is going to receive an 4 |whatever alocation methods you come up with,
5 [eight million dollar benefit and your water 5 [that's going to be the key ingredient for
6 | resource service would only receive athree 6 |differencein rates; isthat correct?
7|million? 7 THE WITNESS: Yeah. And how it's
8 THE WITNESS: That's correct. 8 |applied. That's correct. The board -- thereis
9 BOARD MEMBER REIDA: And what was 9|11 million dollars there. Let's make sure that we
10|the -- what was that allocation method that you 10| take care of -- take care of our customers.
11| said that people were using? 1 BOARD MEMBER REIDA: Okay. And the
12 THE WITNESS: He's-- Mr. Sonju 12| actual alocation method has not yet been
13| has -- has -- this -- this method was -- and | 13| determined though, is that what you're saying?
141don't have the details -- but it's cost of service 14 There's a couple of things you're
15| type method. 15]looking at, but there has been no determination as
16 The -- he's also done one that | 16| to whether any savings you have would go towards
17| had asked to understand a little more, another 17 |the water or towards the electrical ?
18| method that was really kind of aratio of revenue 18 THE WITNESS: Yeah. Correct. PSE
19| and expense. And really the numbers kind of came 19| has provided some very good background for our
20| out very similar. 20|boards. And I think, you know --
21 So thisis an allocation method 21 I've not heard much different
22 |that the boards could consider when they sit down 22|interest from our board, but they -- yeah, that
23|to put down policy. 23| will betheir -- their call when the board forms.
24 BOARD MEMBER REIDA: But thisis 24 BOARD MEMBER REIDA: Did-- and |
25 |the key consideration as to whether the subsidy is 25 |don't know if you can disclose for like your PPEs
Page 447 Page 448
1ior who. Can you tell us, did Dawson offer you a 1| megawatt gets to be generated each day.
2|PP--aPPA? 2 Because in a 24-hour cycle, these
3 THE WITNESS: Yes. 3 |things are dispatchable. | can store my water. |
4 BOARD MEMBER REIDA: | mean, I'm 4| can release anything in a 24-hour cycle. We do
5|looking at all the sort of machinations going into 5|that today.
6|amerger agreement. 6 I'm guessing when we entered into
7 I'm just curious why they're not 7| our current contract with -- with Evergy, there
8]just buying this from you on a PP -- | understand 8|was alandscape. There was estimates that they
9|that because you're a-- you're dependent on the 9|had. They knew what they thought they knew.
10| water and water supply that you're -- and any 10 There were currently renewable
11]renewable is going to be that way, other than the 11| portfolio standards in Kansas. They were
12 |fact that you have to -- the storage capability, 12 |puilding. And then the world changed.
13 |but your limit isyou can't generate it if you 13 Markets -- integrated market came
14| don't have any water. 14into being. All the sudden you have price swings
15 MR. JARECKE: Devin, Gwen will 15 | of negative $10 at night to $100 during -- let's
16 |answer that question. 16 | see, today is the anniversary of winter storm
17 THE WITNESS: | think Gwen will hit 17| Erie, maybe $3,000 for an hour or two. | am
18|that, but you've opened a very good door whenyou |18 |guessing that they mitigated risk.
19 |talk about the PPA. And I'll just talk about a 19 BOARD MEMBER HUTCHISON: How long
20/ little bit of history. 20| are your typical PPAS?
21 Y ou know, | think Director 21 THE WITNESS: ThePPA --s0in
22| Gottschalk talked about, you know, wastime of use |22|19 -- up until 1990, we'rereally on old school --
23| part of your PPA. 23| sorry -- mid-1990s, old school, cost of service
24 Again, in amerged situation, | get 24| contracts.
25 |to the make decisions about when that valuable 25 And then in 1990, we entered into a
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1120-year PPA. In 2013, we entered into a 10-year 1|to -- to relieve the peak load, | have that
21 PPA. 2| option.
3 And | think that probably rings 3 If solar becomes ahuge deal in
4|true to everybody on the board. Y ou know, as 4|five years, and all the sudden we have a duck
5| markets and changes and technology changes the 5|curve, just like Californiadoes, | can modify
6 |landscape, the ability to predict what's going to 6| my -- my generation for the benefit of al of my
7|betherein fiveyearsisvery difficult. 7|customers. That'sthe point. Every day. All
8 And so when you're creating the 8|day.
9 9|BY MR. BRASHEAR:

option for your PPA, not only are you saying this
iswhat | get today, but | have to predict what
happens five years from now or ten years from now.

BOARD MEMBER HUTCHISON: So are
there -- would you have an opinion on the pros and
cons generally of having a PPA versus being able
to manage that internally?

THE WITNESS: Exactly. It's--
that's a perfect question. The PPA is a document.
It'sjust acontract. That nighttime generation
we're doing today, maybe that wasn't contemplated
being aloser 10 years ago.

PPAs are just agreements. And they
expire, and then we're done. In the merged

Q. Mr. Brundage, are you aware of anything
that would affirmatively establish that the
proposed amendments are contrary to the best
interest of Central?

A. | donot.

Q. Does Central have creditors?

A. Wedo not.

Q. Areyou aware of anything, Mr. Brundage,
that would affirmatively establish that the
amendments are -- would jeopardize and impair the
rights of creditors of Central?

A. No, | do not.

Q. Areyou aware of anything that would

25

Without those districts being formed,
without Central being formed, without the

23 | environment, it's aresource. | have options. 23| affirmatively establish the amendments would
24 If it's 10 o'clock in the morning, 24| jeopardize and impair the rights of others?
25 |if it's 10 o'clock at night for the best time 25| A. No, | donot.
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11 Q. Doyou believe the proposed amendments 1| Sutherland project being formed, we would be a
2larein the best interest of Central ? 2|whole different place today.
3| A. Theamendments are absolutely in the 3 We'rein aplace that isincredible.
4|best interest of Central. 4| And we need to make sure that we have the
5| Q. Why doyou say that? 5|wherewitha to maintain that for the long-term.
6| A. For many of the reasons we've talked 6 It'sagreat question. |I'm going to
7| about already this morning. 7|just for amoment talk about those folks that will
8 The ability to use that resource for our 8| be helping us advocate.
9| customers to the best financia advantage for -- 9 Those Dawson -- they call them Dawson
10 |for them. And we've even talked about advocacy to |10|directors, but they are farmers. They are
11 |some extent for our water resources, the ability 11|irrigators. They arerural agfolks. They are
12 |for this district. 12|us. We're the same people.
13 Today we have 1100 accounts that use 13 When | think about my early days, a
14|our -- our irrigation water. And they are great. 14| gentleman -- and you can cut me off if you want --
15| They areincredible customers. 15| but a gentleman from my church pulled me asidein
16 We want as many folks advocating for our 16 |my young career. And he said that --
17| ability to maintain and use that water for their 17 HEARING OFFICER TEXEL: | think |
18 |use and generation for many yearsto come. 18 |will.
19 That advocacy is -- iscritically 19 THE WITNESS: Okay.
20 |important when you think about the competitive 20 HEARING OFFICER TEXEL: Were--
21| nature of water. Somebody said it, | think, in 21|just ininterest of time.
22 the very beginning. Water isthe life blood of 22 THE WITNESS: Sorry.
23 |thisregion. 23 HEARING OFFICER TEXEL: It might be
24 24

interesting, but let's stick to the factual
information.
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1 THE WITNESS: The factual 1 THE WITNESS: That -- that director
2|information from that isit turns out that that 2|isaDawson director. And his ability to
3| gentleman was interested in why Central was 3|understand what I'm -- | guess what I'm getting at
41looking at the water in his NRD, the Twin Platte 4lis--
5|NRD system, and making them look at allocatingor | HEARING OFFICER TEXEL: Okay. It
6 | diminishing groundwater. 8|bringsin new view pointsis what you're saying,
7 And because of those depletions 71if 1 could summarize?
8|that we talked about yesterday, today, fast 8 THE WITNESS:. Right. That's
9 |forward, Twin Platte NRD, Kent Miller, and 9|correct. Hewill advocate for the exact same

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

Central, and Central Platte NRD, and the other
NRDs are spearheading this effort of conjunctive
management.
We talked about that concept the
other day. Helping surface water irrigators
become our partners of -- upstream so that there
is adequate suppliesin Lake McConaughy.
Thisdirector in Lincoln County
will be an advocate for saying we need to have
sustainable amounts of water in Lake McConaughy
coming through the system, generating electricity
for our customers, recharging the aquifer in
Lincoln County on its way to our irrigated area.

10

things: lots of surface water irrigation, power
generation, and power distribution.
HEARING OFFICER TEXEL: Okay.
THE WITNESS: Great, great
guestion. Heis an advocate of what we're all
about.
HEARING OFFICER TEXEL: Okay.
MR. BRASHEAR: Thank you,
Mr. Brundage. | have no further questions.
MR. DEGAN: It may be agood time
for abreak.
HEARING OFFICER TEXEL: Doesthe
board want to take a5 to 10 minute break? All

25

23 HEARING OFFICER TEXEL: Why would |23|right.

24 |the merged district increase that advocacy as 24 MR. DEGAN: Five minutes.

25 | opposed to the current? 25 HEARING OFFICER TEXEL: Sowell
1 Page 455 1 At 10:16 ith all . tPage 456
>/plan on 10 after to be back. (At10:16 am., with all parties presen

(10:02 am. - Recess.) 2 asbe_fore, the following proceedings were had,
3 3|to-wit:)
4 4 HEARING OFFICER TEXEL: All right.
5 5|We're going to reconvene. And Mr. Brundageis
6 6| till onthe stand. And we were going to move to
7 7| cross-examination. You're still under oath. We
8 8|just took the recess.
9 9 And, Mr. Degan, your witness.

10 10 MR. DEGAN: Thank you.

11 11 CROSS-EXAMINATION

12 12/BY MR. DEGAN:

13 13| Q. Good morning, Mr. Brundage.

14 141 A. Morning.

15 15| Q. Asl understand from your testimony, the

16 16 |key driver to this entire exercise was the fact

17 17 |that the PPAs on the three hydro units are

18 18| expiring this year; correct?

19 19| A, It started the conversation.

20 201 Q. That'swhat started it. And then things

21 21 |grew out from just a PPA renewal to a much broader

22 22 |conversation. But started with the PPAs?

23 23| A. Correct.

24 24

25

Q. Sol want to start there. Now, you
testified that prior -- and it was not until |
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1|think the 1990s that Central started PPA-ing those | 1|Central didn't have much in the way of a
2 |hydro assets on amarket basis. Would you agree | 2|substantial reserve; isn't that true?
3|with that? 3| A. Upuntil that time, | don't know. |
41 A. That'scorrect, yes. 4| can't speak to our reserves back in those days.
5| Q. Okay. Because prior to the 1990s, you 5|But we did have a steam division too, alarge
6 |were selling the power from the three hydro units | ©|substantial revenue source there, 100 megawatt --
7|to NPPD essentially at a cost basis; right? 7 BOARD MEMBER HUTCHISON: Just to
8| A. That's my understanding. It preceded 8| clarify. Do you mean cash reserve?
9me, but -- 9 MR. DEGAN: Yes, cash reserve.

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

Q. Okay. Wéll, you've been there about 30
years.

A. Yeah.

Q. Sowasit alittle bit before you?

A. Yes

Q. Okay. All right. But it would have
been similar -- or at least isit -- isit fair to
assume it would have been similar to what you
currently have with NPPD on Kingsley?

A. | don't know the terms of those original
costs of service contracts.

Q. But there wasn't much margin? It was
cost of service; right?

A. That'show | understand what it costs
you.

Q. All right. And during that period,

BOARD MEMBER HUTCHISON: Cash
reserve. That'swhat | thought.

THE WITNESS: | can't speak to the
level of our cash reserves back in those days, |
guess.

BY MR. DEGAN:

Q. Okay. Wedll, isn't it true that the cash
reserves have built up over the last few decades
because of the margin that's in your PPAS?

A. Our -- inthe 90s, as we switched to
this method, these bonds were retired, and we kind
of changed philosophies.

Those revenue -- the amount of money in
the revenue, in the -- I'm sorry -- in the reserve
fundsreally varied over time during the drought
of the 2000s, it decreased. During the very wet

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 459
periods of late 2020, it increased.

Q. Allright. Well, let'sturn to Exhibit
36, if you still have that in front of you. This
isthat revenue source line. Y ou can keep that in
front of you because I'm going to flip back and
forth on that dlide.

A. Sure

Q. Allright. Now, yesterday you walked us
through this revenue slide which goes through the
four principal revenue sources for Central;
correct?

A. Right. That's correct.

Q. Andthisisfor the timeframe of 2000 to
20227

A. That's correct.

Q. Allright. Well, you're referencing
that there is fluctuation in the power sales
revenue and that's reflected on the blue line;
right?

A. That's correct.

Q. Okay. But despite the fact that there
is fluctuation, as you testified to yesterday, the
majority of the revenuesthat Central derivesis
coming from its sale of electricity?

A. That's correct.
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Q. And right now that's through PPAS?

A. That's correct.

Q. Okay. Sosaleof energy is-- isthe
big dog in thisrevenue slide. And then you've
got some kind of ancillary revenue sources. One
islot fees. Isthat the green line?

A. That's correct.

Q. Okay. And that'sbasically for leases
on land that the district owns around your
reservoirs?

A. That's correct. And some ag leases of
farm areas. Yeah, in general.

Q. Okay. And then the yellow line, which
isaflat line until we get to about 2012, that's
recharge and miscellaneous irrigation?

A. That's correct.

Q. Okay. Sowhat | -- but the line starts
at 2004. So did you start the recharge program in
20047? Isthat why that line starts there?

A. Therewas some -- some pilot programs, |
think. Around 2004 is when those sorts of things
began to get looked at.

Q. Okay. But it doesn't look likeit's
kicking much in the way of positive revenue
generation until around 2012?
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11 A. That'scorrect. 1| Q. Kingsley Dam.
2l Q. Okay. Soisitfair to say that Central 2| A. That'scorrect.
3 | has been able to successfully implement its 3| Q. Okay. And the subsequent hydro units
4 |recharge program since 2012? 4|have provided a source of revenue to help
51 A. Wewere continuing to work oniit. It's 5| stabilize the cost of delivering the water itself.
6lawork in progress. 6| Would you agree with that?
I Q. Okay. And there's been some 7| A. Right. Aswewere constructed, we'rea
8 |variability, which is reflected in Exhibit 36; 8| public power and irrigation district there to
9 9
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correct?

A. Correct.

Q. Allright. But what has remained very
steady, very stable isthat orange line for
irrigation deliveries; right?

A. That's correct.

Q. Allright. And that -- doesn't that
tell usthat the functionality of Central's
irrigation system, the entire system, not just the
irrigation canals, it's working the way that it
should; isn't it?

A. Weare-- yeah, we're ddlivering water
and keeping as low cost as we can.

Q. And you agreed with me during your
deposition that Kingsley was built primarily for
the purpose of supporting agriculture?

produce energy, to provide adequate irrigation
water as low as possible cost.
Q. Okay.
A. That wasthe creation of the district.
Q. Allright. Well, back onthis, this
blue variable line, which is our power sales, that
variability is due to the supply of water, isit
not?
A.
Q.

In great part, yes.
Well, pretty much in all part; right?

A. It'sthebigdriver, yeah.

Q. Wéll, because that's because you have
10-year PPAs. And then the only fluctuationin
your power price would be the escalators in those
PPAs from year to year, or period to period, that
would provide a bump to adjust those prices;
right?
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A. Kingsey Dam?
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A. That'scorrect. If -- if the only piece
of the contract was just energy, that's correct,
yes.

Q. Okay. Soyou would agree that generally
the fluctuation we're seeing in that bluelineis
due to water, not any market conditionsin the
sale of your electricity?

A. That's correct.

Q. Okay. And Central will always have that
issue; right?

A. Yeah, that water is afinite resource.

Our fuel is provided by God.

Q. Widll, I'm speaking particularly with the
hydros. You know, the hydros are there to support
financially the district when the water is there.
But when the water is not there, then you have to
adjust accordingly?

A. That's correct.

Q. Okay. And there's many things that you
can do to -- to manage during periods of scarcity;
isthere not?

A. Yeah. We've gotten very good at
managing.

Q. Okay. You can defer capital projects?

A. That's correct.
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Q. You canraisewater irrigation ratesiif

you had to?

A. That's correct.

Q. You -- and Central has been ableto
successfully do that over a period of 80 years?

A. That's correct.

Q. Andinamore recent period, while
you've been on PPAs externally selling your power,
you've accumulated roughly a hundred million
dollarsin cash reserves; right?

A. Yeah, theselast 10 years have been very
good, yes.

Q. Okay. All right. So let'stalk about
this particular period where these PPAs are coming
up. So that means these PPAs would have been
negotiated back, say, in around 2013?

A. That's correct.

Q. Okay. Areyou awarethat that was
roughly in the beginning years of Southwest Power
Pools Day-Ahead Market?

A. That's correct.

Q. Okay. Sotherewaskind of anew
marketplace being created right about the time you
were committing yourself to 10 more years;
correct?
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11 A. Yesh, that's my understanding, yes. 1|reevaluating its accredited capacity?
2l Q. Okay. Andyou just testified that the 2| A. Weunderstand there is work going on.
3|world has changed? 3|We are members of SPP --
4 A. Yesh. 4 Q. Okay.
5 Q. Andin part, that isthe fact that now 5| A. --s0,yeah, wekeep abreast of it.
6] we have more market options within Southwest; | 6| Q. Well, and I'm glad you mentioned that.
7|correct? 7|You also hold a FERC license; correct?
8| A. That'scorrect. 8| A. That'scorrect.
9 9
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Q. Allright. Butif | understand
correctly, Central didn't hire a power marketing
consultant?

A. Weissued an RFP to market this
ourselves, that's correct.

Q. Butyoudidn't hire a power marketing
consultant to strictly advise Central as to what
its options were or how to maximize the value of
those units?

A. No, wedid not.

Q. Okay. Andyou aso didn't hire any
consultant or outside expertise to give you any
guidance as to what the future valuation of these
resources may bein an evolving market?

A. No, wedid not.

Q. Okay. Casein point, are you aware that
Southwest Power Poal isin the process of

(Court Reporter clarification.)
BY MR. DEGAN:

Q. Andyou -- would you agree with me that
that FERC licenseis valuable?

A. Yeah, we cannot operate without it.

Q. Right. And Central actually went
through a difficult renewal process back in the
1990s?

A. That's correct.

Q. Wereyou there during that period?

A. | --justonthevery tail end of it. |
didn't have much exposureto it.

Q. Butin order to ultimately get that
license issued, Central had to make some
concessions in order to satisfy FERC and NEPA on
certain environmental concerns?

A. Thatiscorrect.
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Q. Okay. Whichincludes, | believe, it'sa

10 percent release of inflows; isthat right?
A. 10 percent accumulation of inflows,
storable inflows in the off-season.
Q. Okay. Soit's storable inflows from the
off-season?
A. That's correct.
Q. Okay.
HEARING OFFICER TEXEL: What's
NEPA?
MR. DEGAN: NEPA, another acronym.
It'safederd --
BOARD MEMBER GOTTSCHALK: National
Environment -- Environmental Protection Act.
MR. DEGAN: Yes. Thank you. Thank
you, Ms. Gottschalk. Lost my train of thought
there.
HEARING OFFICER TEXEL: Sorry. |
just wanted to get the acronym.
BY MR. DEGAN:
Q. Yes. Okay. Sothereisstorable
inflows during periods of off-season?
A. That's correct.
Q. Okay. Andthere, again, that tiesin
that, you know, there has been alot of testimony

. . Page 468
that there is harmony at times between the

interests of power users and irrigators on water
flows. Would you agree?

A. That's correct.

Q. There-- let's pick an obvious example,
July and August. Right?

A. Sure. Yep. You bet.

Q. Okay. We need power and we need water
for irrigation.

A. That's correct.

Q. Allright. Perfectly complimentary.
But there are a so periods when they're not --
those complimentary curves do not perfectly align;
correct?

A. With respect to -- you're saying like
off-season, is that the question?

Q. Waell, let's start with even in-season.

A. Okay.

Q. You could have awidespread, long-term
storm event that would put alot of excess water
in your system and reduce the need of your surface
water irrigators to take water?

A. You're correct.

Q. Okay. Soit'sconceivable at least that
you may be in a position where you could actually
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1|store water even in irrigation season? 1|because they are also irrigators; correct?
2| A. Thatiscorrect. 2| A. That'scorrect.
3| Q. Okay. And then the other -- and you 3] Q. Allright. Butthey're not ratepayers?
4| mentioned, the other variability would be 41 A. That's correct.
5| off-season variability, which is the winter; 5| Q. They don't have service contracts
8|right? 8 |with -- with Central; right?
7| A. That'scorrect. 7| A. Individua groundwater users do not have
8| Q. Okay. Andisn'tit truethat an 8 |water service contracts with Central, that's
9 9 |correct.

irrigation system, such as yours, and has a system
of reservoirs, you take advantage of the winter
months when the irrigators don't need water to
store?

A. If --if that is needed, that is
correct, that's when we would choose to try to
store those -- those inflows in Lake M cConaughy.

Q. Okay. And, again, you've given ample
testimony on some of the other things you're doing
with water, like recharge, for example?

A. Correct.

Q. And, again, that has to be managed in
terms of what you have available and what your
other users needs are; correct?

A. Correct.

Q. Allright. And therehasalso beena
fair amount of testimony on groundwater users

25

Q. Okay. Becausethe only -- you know, the
revenue sources again are reflected on Exhibit 36,
and it consists of your wholesale power sales;
correct?

A. That's correct.

Q. Your water service users who have
contracts with Central. And then we have the
recharge -- recharge revenues and -- and the lot
fees. And that's -- that's your sources of --
of income primarily?

A. Currently.

Q. Allright. Sotoday, so| want to be
clear, and I'll try to be very clear in my
questions because -- and | understand some of the
way that the questions have been posed to you, |
think there's been alittle lack of clarity
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between talking about the district today versus

the combined district.

A. Okay.

Q. Okay. Becauseif | understand your
testimony, you believe that there are lots of
benefits that can be realized by both sidesif the
districts are consolidated; correct?

A. That's correct.

Q. Which includes everything from financial
benefits, to best use of utilization of water, in
your opinion?

A. That's correct.

Q. Allright. Sol want to focus for the
next series of questions specifically on the
perspective of Central today in the absence of a
merger. Okay?

A. Okay.

Q. All right. Well, with that
clarification and assumption -- you agree with me
that -- and | think your words were -- Central is
in solid financial shape or in agood spot, words
to that effect?

A. Yeah, wereina-- inagood, good
financial position today.

Q. Okay. Sojustto beclear, thereisno

. . . L Page 472
financia problem that is necessitating a need to

look for amerger partner?

A. Absolutely not.

Q. Andwhen | took your deposition, you
told me that you viewed this asit was an
opportunity? Y ou were being -- that the district
was being opportunistic, | think --

A. Thatiscorrect.

Q. --wasyour term?

A. Thatiscorrect.

Q. Okay. And, again, the takeaway from
that isthere's no external or internal driver
that isforcing either you or your board to have
to consider this merger other than the merits of
the merger itself?

A. That's correct.

Q. Okay. Bear with me. My computer just
locked. Okay. So Central today isasedller of
power; right?

A. That's correct.

Q. Okay. Andasasdler of power, it'sin
Central's best interest to get the absolute
maximum price it can for its hydro units?

A. That'swhat wetry to do, correct.

Q. Okay. Dawson, on the other hand, isa

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 2

26 (473 - 476)

2/16/2023
Page 473 Page 474

1|buyer -- buyer of power. Do you agree with that? | 1|you agreethereisaninherent tension there
2| A. They areabuyer and aseller, yes. 2 | between what Central currently does and what
3] Q. Okay. Well, let's-- let's start with 3| Dawson currently does?
4|thewholesale side, and then we can talk about the | 4| A. Weltill have those options going
5|retail side, but | understand your point. 5|forward, | guess. Isthat your question?
6 But in order to supply their load, they 6| Q. No. My question is, aswe sit here
7|have to buy 100 percent of their power? 7 |today, the interest of Central's ratepayers, which
8| A. That'scorrect. 8|are -- which are -- excuse me -- the interest of
9 9

Q. They own no generation whatsoever?

A. | believethat'sthe case.

Q. Okay. They buy the power, and then they
turn around and they sell it retail to their
retail customers; correct?

A. That's correct.

Q. Allright. Sothey have got to be able
to buy power as cheaply asthey can get it;
correct?

A. That's correct.

Q. Becausetheir goal isto maintain low
rates for their ratepayers; right?

A. That's correct.

Q. Andtheir ratepayers are the electric --

Central asapower seller --

A. Uh-huh.

Q. -- andtheinterest of Dawson as a power
buyer, there is some conflict there, as we sit
here today?

A. We-- wetry to maximize the value.
Dawson tries to minimize the costs. And actually
that is what the merger is about is the marriage
of those two.

Q. Okay. Well, maybe let's -- |et's maybe
go there. Because there's been alot of
testimony, and | just kind of want to seeif | can
clarify.

Can you list for me what the principal
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you talked a moment ago about the FERC license and
the arduous task that is -- and those 10 percent
storable inflows. That will come around again.

And, once again, | think one of the big
challenges Central always facesis making sure
that we can advocate for control and minimization
of loss of control of that -- that water.

Having more people that care about your
district, about your resource is advantageous.

Q. But right now you've got control over
your water; right?

A. We have control over what we can with
our water. Today, 20 -- so we released X amount
of water in 2022, very dry year, minimizing as
much aswe can. 22 percent of that water went to
our customers.

Q. Wdll, that --

23| retail electric customers; right? 23| benefits of the merger are strictly from Central's
241 A, Correct. 24| perspective?
25| Q. Okay. Soaswesit heretoday, would 25| A. Weéll, once again, astalked about the
Page 475 Page 476
1|meritsto Mr. Brashear, the financial benefitsto 1| A. Therest of it went to other entities.
2|the -- the new district, the improvement -- once 2| Q. There-- and that's because in the
3|again, back to your -- | think kind of to your 3|reservoir there are other parties that have --
4| question, maximizing the value of the hydro while 41 A. Correct.
5| minimizing those -- those purchase costs results 5| Q. --that haveclaimson that water?
6|in asavings. We've talked about that at length 6| A. That'scorrect. Including fish and
7|through the PSE study. Financial value. 7|wildlife and our -- our -- the requirements of our
8 We talked some about advocacy. | think 8| FERC license. That'swhy it isimportant that we
9 9

have the advocates that help us make sure that
we're minimizing those impacts in the next
license.

Q. Allright. So the other principal
claims on that water, your environmental release
obligations and the rights that NPPD holds within
that reservoir would be the two principal claims
other than the rights of Central's surface water
irrigators; correct?

A. Yeah. FERC -- FERC responsibilities and
that's more than just the 10 percent. Yeah,
you're correct.

There's minimum diversion regquirements

that are placed upon us as well, but --

Q. Okay.

A. --around our FERC license.

Q. So once you cover the FERC piece and
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1lonce you've covered the rights that NPPD has, 1| Central itself doesn't have any allocation rights?
2|\whatever water isleft isthere for Central to 2| A. Central has power -- power rights today.
3 |manage? 3 |Central has our storage irrigation rights today.
4| A. That'scorrect. 4| Q. You can usethe water --
5/ Q. Okay. Wdll, that's -- that's what | 5/ A. Yesh
6want to focus on. And thank you for your 6| Q. --that'sreleased for your own power --
/| clarification then that it's yours to control. 7| A. That'scorrect.
8 But | want to talk about that slice that 8| Q. Your own power purposes. And | assume
9 9| that also includes recharge and the other
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Central has control over, you and your board.

Now, | also want to clarify that the
water doesn't belong to Central. It belongsto
the surface water irrigators; correct?

A. Thewater belongs to the State of
Nebraska, allocated and held in trust for our --
the appropriation that we -- we deliver to our
irrigators.

Q. Okay. Fair point. But unless and until
those allocation rights are either extinguished by
the State or reassigned, it is for the surface

activitiesyou do?
A. That's on-going, you know, continuing
work.
BOARD MEMBER HUTCHISON: Before you
jump ahead, can | -- | have a question about -- we
talked about this alittle bit yesterday.
I'm still not completely clear
on -- on the water rightsissue. You said it's
done by the state of -- the state.
Can you -- can you describe that

20| water irrigator who holds those allocation rights, [20|again? And then the state has allocated it to
211they're the ones whose rights that you're holding |21 |landowners. Canyou -- are there other statutory
221in trust? 22| regimens that, you know, don't come under Chapter
23| A. Correct, and that's who we fight for 2370, for example, that -- to establish water
24| every day. 24 |rights, et cetera, et cetera?
25| Q. Okay. But | just wanted to be clear, 25 Could you just -- do you have any
Page 479 Page 480
1]knowledge of that and can you explain some of 1|there is some type of statutory water right
2 |that? 2|process. And this merger, | think the
3 THE WITNESS: | coulddoit at a 3| protestants, | think, are -- and I'm not sure, but
4| very inferior job. | would -- | would suggest to 4|they are suggesting maybe that their rights are
5 |deferring. We have an expert. 5|going to be affected by this merger.
6 BOARD MEMBER HUTCHISON: Isthat 6 So | want to understand what those
7| the same expert that preceded you or is there 7 |rights are and then better understand how are
8| anybody else? 8| those rights being affected. So first I'm trying
9 THE WITNESS: No. 9{to understand what those rights are.
10 BOARD MEMBER HUTCHISON: Arethey 10 THEWITNESS: And | can-- I'll at
11 |coming? Arethey coming? 11|]east talk to the point that our water rights are
12 THE WITNESS: They are here -- 12\ for beneficial ag use. | think there was some
13 BOARD MEMBER HUTCHISON: Okay. 13 discussion on the contract yesterday.
14 THE WITNESS: -- if you would like 14 Y ou know, those water rights are --
15 |to talk with them. 15|areirrigators. They can be transferred. The
16 BOARD MEMBER HUTCHISON: Arethose |16 |purpose of the contract really isto define, to
17| witnesses that are going to be called? 17 make sure that that water stays within our service
18 MR. BRASHEAR: If thereisinterest 18 territory. That redlly isthe purpose of those
19 | by the board in that issue -- 19| contracts.
20 BOARD MEMBER HUTCHISON: Okay. Not |20 So we don't want water to not be
21 | scheduled -- not currently planned? 21)alocated in our -- our region. So those
22 MR. BRASHEAR: Not currently 22| contracts allow us to transfer to other farms, if
23 |planned. But if the board isinterested, well -- 23| people want to move water, but they cannot be
24 BOARD MEMBER HUTCHISON: Well, | 24\moved outside of our -- our territory.
25| guess what I'm really trying to understand is, 25 So they -- they can be adjusted --
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1|asamatter of fact -- and, sorry, I'm trying to 1|thereisaprocess for that.
2| keep my answers short -- in our supply canal 2 BOARD MEMBER HUTCHISON: So -- so
3|region, we had an irrigator that wanted to, | 3|you don't currently -- is -- is your understanding
4think -- | don't remember the details. It wasa 4| of how your -- your ability to manage this water
5 |while back -- but wanted to expand. 5 [that you havein trust, you can't without some
6 And it actually crossed into Thirty 6 | other approval authority move it from one purpose
7|Mile Canal. It'sadifferent canal near our 7|to another?
8 |supply canal. And the state said, no, that's -- 8 THE WITNESS: That's correct.
9|that'stheirs. You haveto stay in this 9|We -- and, again, within the confines of the
10 territory. Sol -- | don't know if that's helpful 10 merger application, nothing changes. Nothing --
11|at dll. 11| nothing is different going forward with our -- our
12 BOARD MEMBER HUTCHISON: Are-- are |12 | contracts or our rights.
13|you -- so in the event -- |et's go back to the 13 BOARD MEMBER HUTCHISON: All right.
14| contract discussion yesterday, that water for an 141 Thank you.
15|individual user, their rights can be terminated, 15 MR. DEGAN: Okay. Yeah. No.
16| and you can transfer those water rights. 16| Certainly.
17 You till hold it together in 17\/BY MR. DEGAN:
18 trust, and you can allocate that water to another 18| Q. And maybe just for purposes of
19| purpose. 19| clarification and our time here. And we spent
20 Do those -- are you reguired to 20| some time in a deposition having similar
21 |allocate it to another irrigator or could you use 21 | conversations.
22|it for something other than irrigation? 22 My clients are not contending that their
23 THE WITNESS: Another tract. You 23| water alocations rights are going to be dissolved
24 |would have to go to the state if you were going to 24| or go away.
25 |try to use it for some other purpose. It's -- 25 Their concern is over who is going to be
Page 483 Page 484
1 making the decisions on the portion of the water 1ithefolks at Dawson.
2|that iswithin Centra's control. 2 But can you agree that it's alegitimate
3 And it comes down to this, they trust 3| concern for water customers to not be fully
4|this board, and they trust this management team. 4| comfortable with significant decisions regarding
5| Even though they disagree vehemently on this 5|water being made by folks that maybe don't have
6| decision, they like the way that this district has 6|the level of expertise and experience that your
7| been managed and maintained, and they want to keep | 7|board has?
8]it that way. 8| A. |--1completely understand fear. |
9 But it's because they trust the people 9| get it 100 percent.
10)who are making all of these allocation 101 Q. Okay.
11]decisions -- or in water use and release issues -- 11| A. Our district was born with fear of this
12| decisions and even financial decisions. 12 |district even being created. Our -- our history
13 The concern is right now Central 13|isrife with -- we had -- we had three -- three
14| controls 100 percent of the board. But will you 14| board membersin Adams County. Those -- those
15| agree with me, if this consolidation is approved, 15| board members were there until 2011 and not adrop
16 |on day one, your board is going to be sharing 16 | of water and not a single benefactor came from
17 |control with 11 or 12 other people; correct? 17 |those counties.
18| A. The new board will consist of both 18| Q. Uh-huh.
19| boardsthere. You're correct. 191 A. They were great -- they were great
201 Q. Okay. 20| directors. When those three got moved to Dawson,
21| A. PlatteRiver. Platte River Public Power 21|Lincoln, and Keith, there was fear.
22| and Irrigation District will control 100 percent 22 When we added the steam plant, I'm sure
23| of that water. 23 |therewasfear. | get fear. | understand. Fear
24/ Q. Okay. And | understand that you have 24| can't stop us from doing the right thing for --
25 |faith and belief based on your discussions with 25 |for the constituents.
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1| Q. Okay. Butl just want to make sure that 11 Q. Okay. Sothere may be acomponent that
2|at least you and | are on the same page -- 2|is being supplied by WAPA?
3] A. Yes 3| A. Yeah. Correct.
41 Q. --that the complaint being lodged here 4] Q. Okay.
5|is not that Central or anybody, frankly, has the 5 HEARING OFFICER TEXEL: Let's put
6 | power to dissolve statutory and constitutional 6|in the record what WAPA means.
7|water rights. 7 THE WITNESS: I'm sorry. Western
8| A. That'scorrect. 8| Area Power Authority.
9] Q. That'snottheissue. It's--it's 9 HEARING OFFICER TEXEL: | think --

control of the water that Central has control
over.

All right. So | ducked out of the PPAS,
but | apologize. Let me duck back into them.

As Dawson sits here today, and they're
buying 100 percent of their power, they're getting
it through NEGNT; right?

A. That'samost correct.

Q. Wadll, it's generated by NPPD. | thought
it was my understanding --

A. | do believe they have an allocation.
Again, | think you'll hear from Dawson withesses,
and they can speak better to this. But | think
they have a WAPA alocation aswell --

Q. Okay.

A. -- of energy.

isit Western Area Power --

THE WITNESS: Sorry.

HEARING OFFICER TEXEL: --
Administration?

THE WITNESS: I'll -- I'll stand
corrected.

HEARING OFFICER TEXEL: Andthe
Great Plains Region, | imagine for this purpose.

THE WITNESS: Okay. At thispoint
I'll defer to afuture witness.

HEARING OFFICER TEXEL: But the
WAPA isthe Western Area Power Administration; is
that correct?

THE WITNESS:. Correct.

HEARING OFFICER TEXEL: Whichever
division of that, that is the overall entity?
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THE WITNESS: That's correct.

HEARING OFFICER TEXEL: Okay.
BY MR. DEGAN:

Q. Allright. Butisit your understanding
that Dawson gets -- the magjority of its power for
itsload is coming from NPPD through NE -- NEGNT?
Through the country, that's correct.
Okay. It'salong-term contract?

Yes, | believe 20 -- 2036 perhaps.

| think it's 2035.

2035.

Somewhere around there.

Y eah.

. Okay. Andinits-- and very muchin
detail in that phase two report, it explains that
thereis, although it's an exclusive requirements
contract, thereis a 10 percent carve out;
correct?

A. That'scorrect.

Q. Andit'sthat 10 percent carve out that
Dawson is utilizing to be able to take power from
your Jeffrey unit, even though it's under a
long-term contract with NPPD?

A. That's correct.

Q. Okay. But, again, to be clear, you're

O>PO0>PO0P>0P
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still going to have to sell the power from the two

JJ units via power purchase agreement?

A. Forthe--

Q. For the hydro.

A. --shortterm. That'sright.

Q. Atleast until 2035 or whenever that
contract expires?

A. Yeah, potentialy, that's correct, yeah.

Q. Okay. So Dawson can't utilize any of
that power on day one. It's going to have to wait
until its existing contract expires?

A. Potentialy. You know, again contracts
can be changed and be modified; so -- you know,
that's probable, but, yeah, correct.

Q. Okay. Soyou'restill going to have
to -- to get PPAs at least for two units, which is
40 megawatts; is that correct?

A. That's correct.

Q. Andthe only unit that would be, at
least in theinitial term, available for the
benefit of the consolidated entity is-- isthe
Jeffrey unit?

A. That's how the structure was put
together, that's correct.

Q. All right. And the study anticipates
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1that between now and 2030, so say seven years, the 1| outside source right now, those aren't going to be
2| cost savings that will be realized are going to be 2| coming into the -- to the combined entity?
3|11.3 million dollars? 3] A. Sowetalking about just Central or the
4] A. That'scorrect. 4| combined entity?
5| Q. Allright. Well, again, if | can have 5| Q. Now I'mtalking about the combined
6|you on Exhibit 36. We're essentially going to get 6| entity.
7|rid of aportion of that blue revenue line 7| A. Okay. If you'retalking about the
8| strictly from Central's perspective; right? 8| combined entity, the revenue is the saved piece of
91 A. That-- if you'retalking from the hydro 9 |the financial advantage, plus the part of the
10|irrigation division, that blue line will not go 10 |energy that didn't purchase -- or didn't sell.
11]down, no. It will be replaced with the value that 1111I'm sorry.
12 |was not sold, plus this additional savings piece, 12| Q. Remember, Chairman Reida asked you some
13|like | think we talked about alittle bit earlier. 13 |questions, if | can have you pull that slide back
141 Q. Weéll, but, again, now you're talking 14|up again.
15| about the combined entity. | want to talk about 151 A. Sure.
16 | Central aswe sit here today. 16| Q. Youwerereferencing the power cost
171 A. Okay. 17]savings. Soit's Exhibit 25?
18] Q. Okay. Soif you weren't going to sell 18 MS. KREIFELS: 21, | thought.
19 |that power and instead you're -- you're simply 19 MR. DEGAN: Orisit 21?
20| going to allow Dawson to utilize it, were giving 20 THE WITNESS: 23?
21| up the revenues for Jeffrey; correct? 21 MS. KREIFELS: 21.
221 A. If -- if I'm not getting consolidated, 22 BOARD MEMBER REIDA: | believeit
23|1'm not giving it to Dawson. 23 |was 21.
24| Q. I'msimply pointing out that those 24 MS. KREIFELS: 21.
25| revenues from -- that you're getting from an 25 BOARD MEMBER REIDA: 21, page 52.
Page 491 Page 492
1 MR. DEGAN: Yeah. 21, page 52. 1| offset the amount of power it has to buy through
2|BY MR. DEGAN: 2|its requirements contract; is that right?
3| Q. It'spossiblethat your page might have 3| A. Correct.
4ladifferent number onit. But are you looking at 4 HEARING OFFICER TEXEL: Well, would
5| consolidation assessment, financial model results? | 5 |it be Dawson or Platte River?
6| A. That'scorrect. 6 MR. DEGAN: It would be the
7| Q. Okay. A coupleof things| want to walk 7| combined entity.
8|through. First, on that top line, combined net 8 THE WITNESS: Platte River.
9 |income, that's taking the net income of Central 9/BY MR. DEGAN:
10| and Dawson and combining it together in oneline. {10| Q. Platte River.
111lsthat how this model reads? 11| A. Platte River would useits own
121 A. | believethat's the case. 12 | generation to supply its own customers, that's
13| Q. Okay. And as Chairman Reidawent over |13|correct.
141with you, that the power cost -- or for the power  [14| Q. Now, Chairman Reida asked you some
151 not sold externally, roughly 32 and ahalf million |15|questions about the alocation of savings. And if
16 | dollars represents, however you calculated it, but |16 |1 understood your testimony that this allocation
17 that was your -- your analysis as the energy -- 17 |was based on the difference between the power cost
18 |the revenues that you would have been able to 18 | savings and power not sold externally?
19 receive from athird party for Jeffrey? 191 A, That'saportion of it, plusthe savings
20| A. Correct. That'show -- yes, he put 20|in the labor.
21 those studies together. 211 Q. Isn'tittruethat those allocations are
22| Q. Andthe-- your -- just to clarify your 22 | determined from the difference of the gross
23| analysis, that the reason that thisis a net 23| revenues of the two entities?
24| penefit to the combined entity isthat Dawsonis  |24| A. | will -- 1 would defer to afull
25 25

going to be able to run that unit at cost and

analysis from Mr. Sonju, if you wanted the full
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1| details. 1{from roughly 63 million to 64 million?
2 But in generd, he's, like | said 2l A. I'msorry. Which table again?
3| before, applied a couple of different methods to 3] Q. Table24.
4| come up with the allocation method. 4 HEARING OFFICER TEXEL: It'son
5 At the end of the day, it will be the 5|page 51.
6| boards that will decide the allocation method for 6 THE WITNESS: Oh. Thank you.
7|the savings. 7|BY MR. DEGAN:
8 MR. DEGAN: What exhibit number is 8| Q. Allright. Andif we add those two
9|the report? 9| together, we come up with a proportion between the
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MS. KREIFELS: 22.

MR. DEGAN: Can you put the phase
two report in front of him?

HEARING OFFICER TEXEL: Thisisthe
one that is not paginated. Which page number are
you -- Okay. Thisoneis paginated.

BY MR. DEGAN:
Q. Allright. If | could have you look at
page 50, Table 23. The operating revenues for
Central in thismodel, 2022 out to 2030, range
from 20 million out to 22 million. See where
that's indicated?
A. Correct.
Q. Allright. Andif you flip to Table 24,
you look at operating revenues that are set forth
for Dawson. During that same time frame, they run

two. Doesn't that mirror almost exactly the
allocation of benefitsthat are set forth in Table
19?
A. Probably very close.
Q. Yeah. So--
HEARING OFFICER TEXEL: Table 19?
THE WITNESS: 27.
BY MR. DEGAN:
Q. Yeah, Table-- Table 19 hasthe
allocation of savings. It'salso on Table 18 --
or excuse me -- no, it'sin Table 19, but the
prior --
HEARING OFFICER TEXEL: Okay. On
page 44 of --
MR. DEGAN: Right. Right. So --
HEARING OFFICER TEXEL: Okay.
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MR. DEGAN: --just for the board's

clarity, what we walked through was Table 20 --

Table 23 on page 50, which is Central's modeled

operating revenue for the timeframe under study.
Table 24, page 51 is Dawson's

operating revenue for the period under study. And

we get to roughly a 72/28 percent breakdown.

BY MR. DEGAN:

Q. Would you agree?

A. Yes, it'ssimilar to that.

Q. Okay. Would you also agree with me that
the mgjority of the -- of the cost savings from
this merger are from the cost avoided from the
Jeffrey unit?

A. Thetwo savingsidentified were the
power savings. | think that page 54 shows about
6.6 million in power savings and about 4.7 million
in employee savings.

And, once again, | think you have to
understand that thisis 2023. The report was
done, assuming that the merger was completed in
2023. So part of that power savingsisincluded
inthe 11 million dollars.

And then beyond that, I'll just remind
that, once again, we are very conservative in the

. . . Page 496
estimate on the power side of total savi ngs%ased

on our ability to only hit the peaks 50 percent of
thetime. So just for that background.

Q. All right. Dawson has more employees
and more employment-related costs; correct?

A. They do not have more employees.

Q. WEell, they have higher employment and
administrative costs?

A. Yeah, that'sdightly.

Q. Okay. You have ahigher cost of
Service; correct?

A. Cost of servicefor --

Q. Uh-huh.

A. I'msorry?

Q. Cost of service for the cost of
delivering energy to your clients?

A. Dawson has a higher cost of serviceto
their customers.

Q. Tother customers.

A. Higher than what?

Q. Well, you don't have any retail
customers --

A. Right.

Q. -- correct?

A. That's correct.
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1| Q. Andyouown your own units? 11 A. Werenot contributing. We're merging.
2| A. That'scorrect. 2l Q. Sure
3| Q. Okay. Well, the paint I'm getting here 3| A. Platte River Public Power will have 450
4listhat Central is committing its generation 4 million dollarsin assets, a 90 million dollar
5| assets to this merger, and they're not getting 5|revenue stream, and including all of those revenue
6|any -- they're not getting any compensation, not 6 | streams from which to -- to function its business
7|any financial, direct, upfront financial 7|on.
8| compensation. Do you agree? 8| Q. Soinorder to help advise your board on
9 9
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A. Actudly | believe we're getting about
200 million dollarsin assets and a 60 million
dollar revenue stream and some liabilitiesin
the -- in the merger.

Q. You're getting cash?

A. WEe're getting assets, 200 million
dollarsin assets.

Q. Okay. Isit your testimony that
Dawson's assets are 200 million? Then how would
you value the assets of Central?

A. Our book valueis, | think, in that --
that pre-appreciated, somewhere in that 200
million dollar range as well.

Q. Soinyour opinion, thisisa-- thisis
awash? Central is not contributing greater value
in the assets that it's contributing to this
merger?
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the advisability of this merger, did Central
undertake a process to value the fair value, the
current fair value of its assets?

A. Our -- we used the -- once, again, the
undepreciated values of our -- of our assets.

Q. Assetsthat have been on the books for
decades --

A. Yes

Q. --back inthe 30s?

A. Yes.

Q. Okay. Isit your testimony that the
book value that you're carrying on the books for
your assets fairly reflects what those assets are
worth?

A. And when you talk about an asset, like a
dam, let's pick adam, for instance.

Q. Uh-huh.
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A. What'sthe value of adam? Well, it's

really going to cost you alot of money to operate
and maintainit. | don't know. Would you value
it as the replacement cost?

Q. Wédll, that's -- that's how originally
you placed it on your books; right? At the
acquisition cost; right?

A. Right.

Q. Areyou familiar with the reservoir that
is being contemplated for Ashland, Nebraska?

A. Heard about it.

Q. Haveyou seen some of the estimates as
to what that would cost?

A. TI'll use Perkins County, 6 -- 500, 600
million, canal and reservair.

Q. What do you think it would -- well, for
starters -- for starters, could you even build a
Lake McConaughy today?

A. Yeah, it can happen.

Q. Realy?

A. Onthe--

Q. Isyour --

A. Ontheriver like that, | think you
would -- NEPA would step in pretty rapidly.

Q. Yeah, you're not -- thisisan

. Page 500
unstreamed reservoir --

A. Correct.

Q. --isitnot?

A. Correct.

Q. None of these are getting built anywhere
in the United States today? Would you agree with
that?

A. Not probable.

Q. Yeah. It's-- not probableis--isa
fair statement.

So what valuation would you put on the
value of McConaughy?

A. Again, we use -- al we have at our
fingertips is what the -- what the value on the
booksis. Anditisa-- avaluable commodity
that requires millions of dollars to upkeep.

Q. Okay. Wéll, how about the hydro units?
What do you think those are worth?

A. Again, total -- total asset valueis,
let's say, around 200 million dollars.

Q. That's-- that's book value; right?

A. Book value.

Q. Okay. We could easily look at the
revenue flows that those hydro units throw off?

A. Sure.
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1| Q. That would be afair approximation, 1| Q. --ondecisions?
2|wouldn't it? 2| A. --thenew Platte River Public Power and
31 A. It--sure. 3|lIrrigation District Board, that's correct.
41 Q. Wadll, wejust saw on the dide, it'sthe 4 Q. Okay. You'll nolonger have
5|largest -- it'sthe largest piece of your revenue 5/100 percent. Would you agree with that?
6|is the money that you're getting off the four 6| A. | guess 100 percent of the Central'sold
7hydro units? 7|board will not exist.
8| A. That'scorrect. 8| Q. Today, nobody €else other than a Central
9 9

Q. Okay.

A. Andwe're not getting rid of it.

Q. Okay. Well, we'll get back to that.
You're giving up control over them. Right now the
only people that decide how those hydros get run
are current Central Board members; correct?

A. Wewill not give up control of our
hydros. Platte River will have full control of
the hydros. No one else will.

Q. Today, Centra'sdirectors --

A. That's--

Q. -- have sole control over those hydro
units; correct?

A. That's correct.

Q. Day one after the merger, you're sharing
those hydro units with your Dawson directors --

A. [I'll be sharing them with --

director has any say in how your hydro units get
run?

A. That's correct.

Q. Okay. And today, Central gets 100
percent of the financial benefits of those four
units?

A. That's correct.

Q. Agreed?

A. That's correct.

Q. But no appraisal was done of the hydro
units?

A. No.

Q. Andwasthere a-- well, you know,
generally when you do amerger, | understand it's
al going to be consolidated; correct?

A. Right, that's --

Q. Okay.
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A. Thevaueisstill there.

Q. WEe're not going to set up two separate
entities that are going to be managed by the same
parent. That's not happening; right?

A. That'scorrect. Thisisamerger.

Q. Oneentity. So Central isgoing to pour
in all of itsassets. Dawson isgoing to pour in
al of itsassets. Correct?

A. Correct.

Q. Allright. Well, normally in a merger
like that, would you agree that parties would sit
down and try to fairly place avalue on what's
coming in from Party A and what's coming in from
Party B?

A. Again, it'samerger. The vaue does
not disappear. It remainsthe sameandis
combined into the new district.

Q. But before the consolidation, they have
different values, do they not?

A. Again, what we have on record is our --
our book valuation.

Q. Okay. And thereisnothingin this
study that addresses the value of these assets?

A. Thebook value, | think, is--is
discussed.

. . L Page 504
Q. And | takeit afairness opinion was

not -- was not obtained by either party?
A. No.
BOARD MEMBER HUTCHISON: All right.
So aquick question. So | understand, | think,
where counsel isgoing asit relates to fixed
assets.
Do those fixed assets -- | mean,
they have alot of value, but we -- and, you know,
what that number is, | understand there has
not been areevaluation process of what that
number is.
Isthere anything that is changing
what that value is? | mean, going forward from --
from pre-merger to post-merger.
THE WITNESS: No.
BOARD MEMBER HUTCHISON: And -- and
really the value from the district's perspective
isthe services that it provides. There's no way
to monetize that value today.
THE WITNESS: | would not propose
to sell the dam.
BOARD MEMBER HUTCHISON: And this
merger is not -- not doing that either?
THE WITNESS: No.
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1 BOARD MEMBER HUTCHISON: You're not 1 It functions for two reasons given
2|sdling it as part of the merger? 2| our current -- current financial model. Those
3 THE WITNESS: That's correct. 3| downturns, when thereis not alot of water,
4 BOARD MEMBER HUTCHISON: So the -- 4|there's not alot of generation, there's not alot
5 the one value though that potentially arguably is 5| of revenue, it can cover shortfallsin revenue and
6 | the cash that you have sitting around. 6| deficits to the budget.
7 | mean, that could be used for 7 It isthere to do things like
8| another purpose besides the services that it 8|repair that -- that dam. Paint -- I'll just give
9| currently provides. The fixed assets can only do 9|you aquick example. The outlet structures that
10 |the things that they do today. 10| are Lake McConaughy, the big, big concrete
11 THE WITNESS: You're absolutely 11| structures, paint job, two million dollars.
12|right. 12| Expensive -- expensive operations and maintenance
13 BOARD MEMBER HUTCHISON: But the 13 work.
14| cash could do something different? 14 And these structures are 80 years
15 THE WITNESS: That is correct. 15| 0ld, not -- there is not new concrete in the
16 BOARD MEMBER HUTCHISON: What -- 16 | bottom of those outlet structures.
17 |what kinds of things could the cash do? | mean, 17 Our hydro plants are 80 years old.
18 |if you just stayed, if you didn't merge, you have 18| There's no new concrete in those facilities.
19 |alot of cash sitting around. 19 We are undertaking some studies to
20 THE WITNESS: That's correct. 20 |try to determine what the useful life of these
21 BOARD MEMBER HUTCHISON: What -- 21| structures are and what we will have to do going
22 |what could you use that cash for? 22 |forward, that's -- that's part of our due
23 THE WITNESS: Great question. So 23 |diligence we do routinely.
24| what do we use the cash for today in our reserve 24 And so | think to your point,
25| fund system. 25| those -- those reserve funds are there to make
Page 507 Page 508
1|sure that we have adequate monetary suppliesto 1| types of expensesinstead of issuing bonds?
2| take care of operations, maintenance needs, and 2 THE WITNESS: That's correct.
3| cover our variable revenue resources. 3 HEARING OFFICER TEXEL: That's
4 BOARD MEMBER HUTCHISON: Thank you. 4| their philosophy?
5 HEARING OFFICER TEXEL: Andis 5 THE WITNESS: That's -- that's how
6 |it -- isit the philosophy -- oh, sorry. 6 |we've been functioning for the last twenty or so
7 BOARD MEMBER GOTTSCHALK: No, go 7|years.
8| ahead. 8 HEARING OFFICER TEXEL: Okay.
9 HEARING OFFICER TEXEL: Isitthe 9 BOARD MEMBER GOTTSCHALK: And my
10| philosophy of Central's current board that they 10| question iskind of asimplistic one. Y ou know,
11 | pay for those types of things? Instead of issuing 11 {when -- when the consolidation occurs and Dawson
12| bonds, revenue bonds, they use cash reserves? 12| brings assets and revenues from -- from their
13 THE WITNESS: Given -- given our 13 | services, they also bring debt.
14| situation today, and you see those 10-year PPAS, 14 When you merge that with the
15| our ability to bond at favorable terms has been 15| Central assets and no debt, will that impact your
16 | diminished. We have -- 16 |reserve fund in a negative or positive way?
17 HEARING OFFICER TEXEL: Butis-- 17 | Because you're bringing in additional revenues at
18 THE WITNESS: -- water service 18 |thesametime. So | guess| want to see where
19| customers -- 19| that balance goes.
20 HEARING OFFICER TEXEL: Butisthat 20 THE WITNESS: Great question. In
21| philosophy of the board -- 21 |the plan of consolidation that was -- that was one
22 THE WITNESS: Yes. 22| of theinitial conditions that the boards sat down
23 HEARING OFFICER TEXEL: -- at least 23|and said, you know, thisis-- thisisnot a-- a
241in the -- in the recent history that they operate 241 buy-out. You know, thisis-- thisisa
25| using a cash reserve they've built up for those 25| consolidation, bringing ourselves together.
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1 And so they put in areserve fund 1 You're actually absolutely correct,
2| policy and said, thisis how we would look at this 2 |that is a benefit, that going forward our entity
3|going forward. Those reserve funds still need to 3|would probably be able to -- be able to leverage
4| be there for those capital outlays. They still 41all of those -- those at -- those revenue sources
5 | need to be there to make up these low water eaters 5 |to be able to do projects that we might find
6 | as we develop those financial units. 6 | otherwise difficult as just Central.
7 So that stays -- that staysin 7 BOARD MEMBER HUTCHISON: Do you
8| those silos like we talked about yesterday with 8| have an opinion about whether it will be easier to
9|financial units. Ratepayers pay for bonds and 9 | obtain revenue bond -- to be bonded from revenue
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would do so going forward as well.

Does that answer the question?

BOARD MEMBER GOTTSCHALK: That
answersit.

BOARD MEMBER HUTCHISON: One
follow-up question to Mr. Texel's comments.

Y ou mentioned -- he mentioned
revenue bonds. Right now your revenueisvery --
it fluctuates substantively.

THE WITNESS: That's correct.
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on the merged combined district than the current
Central District?
THE WITNESS: Absolutely believe
s0, but we do have a bond counsdl that can
probably do a better job than | can.
BOARD MEMBER HUTCHISON: Thank you.
BY MR. DEGAN:
Q. Wadll, thereis nothing that prevents you
from raising money right now. Y ou've got
substantial assets and no debt; right?

20 BOARD MEMBER HUTCHISON: If youhad 20| A. Raising money? I'm sorry.
21 |retail customers -- | assume that Dawson's revenue 211 Q. If youwanted to go to the bond market,
22| does not fluctuate that much. 22|you could do it today.
23 THE WITNESS: It has some 23| A. Wecould -- we could try, yeah.
24 | variability with seasons, wet and hot and dry 241 Q. Try? Wéll, | mean, you've got
25| seasons, not nearly to that extent. 25| substantial assets. You've got no debt. You have
Page 511 Page 512
1|revenue streams. 1loneway -- one way a person could look at it isif
2l A. Yeah. And -- 21| have an asset, if -- if -- think of it asa
3] Q. Okay. 3 |supply and demand curve.
4/ A. Yeah 4 If | could -- if | could sell on a PPA
5| Q. If I could touch back on Exhibit 21 on 5|for more than | can buy it for, that would reduce
6|this allocation because we stepped away from that, | ¢|that allocation to zero, right, because | would
7 |the allocations of savings. 7|choose to sell that and bring -- bring that
8 My point here is that Dawson has got 8|revenue in because it's more than | can save by
9| higher employment administrative -- and 9lusing it internally.
10 administrative expenses. And Central's providing [10| Q. Canyou -- canyou look at the plan of
11the benefits of its Jeffrey unit. 11| consolidation that you testified to yesterday?
12 And yet the proposed alocation hereis 2] A. Yes
131to allocate 78 percent of the savingsto the 13| Q. Andisyour -- it's your testimony that
14 | electric customers and 22 -- or excuse me -- 141the plan of consolidation prevents the combined
15128 percent to the -- to the water ratepayers. 15 entity from using the reserve funds?
16 |]sn't that what that states here? 16| A. Theplan of consolidation outlines how
171 A. That'scorrect. 171they would be used.
18| Q. Okay. How isthat equitable? If -- 18] Q. Areyou taking about the section on the
191if the majority of the benefits are coming from 19/divisions or are you talking about Exhibit G or
20| the Central side, why are the mgjority of the 20| precisely what are you referring to?
21 benefits being given to the electric customers? 211 A. Section 11, financial units.
22| A. Sothesavingsis-- isthis peak 22| Q. Okay. And, again, isit your
23 |shaving. And, once again, Mr. Sonju can speak |23 |understanding -- these units won't be created
24 better to the -- actually the allocation method. 24 |until -- until and unless this board approves the
25 But in more simplistic terms, | think 25| consolidation.

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 2

36 (513 - 516)

2/16/2023

Page 513 Page 514
1 And then those -- those changes are made 1|determined by the board of directorsto bein the
2|at the board level? 2 |best interest of -- of Platte River -- I'm
3| A. That'scorrect. 3|sorry -- and the customers approved by affirmative
4| Q. Okay. Andthereisnothing in herethat 4|three-fifths vote.
5|would preclude the board from transferring funds 5 Funds shall be repaid -- repaid to the
6 | between those two -- between any divisionsaslong | 6|financial unit owing said obligation pursuant to
7|asthereis athree-fifths vote; right? 7 |the terms established by the directors.
8| A. It's-- | believethereisterms 8| Q. Section 11 talks about revenues, not
9linvolved. So theintention of the consolidation 9 |reserves.
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plan was to have terms with those potential
transfers.

Q. Wall, sothe question | have, if you go
to Schedule G --

A. Uh-huh.

Q. -- whichisactually the schedule that
deals with the reserve funds, there's a footnote
that says that funds are available for interunit
loan to pay obligation on or before the
consolidation date. That'sthe only restriction
in here on reserves.

A. Actually on Section 11, it discusses
those financial units, you know, shall -- let's

23 | see where -- part way down through that, revenue 23| consolidation being effective?
24| of one financial unit shall not be used to pay an 241 A. Correct.
25 | gpplication of another financial unit unlessit is 25| Q. Thereisnothingin G that puts any

A. Right.

Q. Revenues and reserves are two different
things; right?

A. Correct.

Q. Nothingin Section 11 prevents a
consolidated board from having access to the
reserve funds, not in Section 11.

A. Right. And back hereit talks about
those funds being aloan and paid back to that --
that entity.

Q. Butit only talks about for the period
prior to consolidation. It's talking about the
period after the consolidation plan and the actual
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handcuffs on the consolidated board from using

those reserve funds for whatever purpose?

A. | believethose reserve funds will be
held in that financial unit. So Section 11
appliesto -- to reserve funds following the
merger agreement.

Q. Widll, Section 11 says, revenues. And
you just agreed with me that revenues and reserves
are -- aretwo different things?

A. | think the intent was those financial
units are siloed.

Q. Sojustto beclear, it doesn't say
that, but you're saying that's what the intent
will be?

A. Yeah, that's correct.

Q. Okay. But you'll agree with me that
right now there is no written document that exists
that says, the combined entity can't use the
hundred million dollar reserve funds that were
built up and set aside by water -- surface water
irrigators for whatever purpose they want?

A. Post merger, | would have to review
further the document, but if you've --

Q. wdll --

MR. JARECKE: Excuseme. | needto

o .. Page 516
make an objection. The -- counsel's objections

are, | think, misstating the stipulation that was
read into -- on the record, agreed upon between
the parties.

The stipulation was clearly
provided that this agreement, it was binding on
both parties. It isfully intended to be binding
on both parties. And as we stipulated, there will
be ability to change.

MR. DEGAN: It says nothing in the
stipulation --

HEARING OFFICER TEXEL: Holdon. |
think Mr. Degan is talking about something that
he's stating is not in the plan of consolidation;
isthat right?

MR. DEGAN: Yeah, that's correct.

HEARING OFFICER TEXEL: Andso he's
saying, it's an intention that wasn't stated in
the plan of consolidation; so it's one step beyond
what you're saying right now.

MR. JARECKE: | think that's his
interpretation. And | think the witness has
testified contradictory to that.

HEARING OFFICER TEXEL: Okay.

MR. DEGAN: Well --

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 2

37 (517 - 520)

2/16/2023
Page 517 Page 518
1 HEARING OFFICER TEXEL: But | 1ifinancial and accounting purposes, you know, there
2| don't -- I'm going to overrule the objection. It 2| are these five financial units for financial and
3| stands to the -- to the stipulation and the plan 3| accounting purposes.
4| of consolidation. 4 The revenue and expenses will be
5 Because | think at least the 5| essentially separate is what -- kept entirely
6| assertion is what he's saying is not in the plan 6| separate, | think isthe word that's used.
7| of consolidation. So it wouldn't be controlled by 7 And that if, you know, funds --
8 |the tipulation because it's outside the plan of 8|funds shall be repaid by the financial unit owing
9| consolidation. 9|said obligation to -- essentially to another
10 BOARD MEMBER HUTCHISON: | have 10{financial unit.
11|a-- 11 Soisit -- arewe -- arewe -- O
12 MR. DEGAN: Yes, go ahead. 12 |when we talk about reserve funds, are you talking
13 BOARD MEMBER HUTCHISON: -- related |13 |about the ability to transfer from one fund to
14| question. So I'm on Schedule G. 14| another, perhaps without three-fifths maybe, if
15 THE WITNESS: Yes. 15|that's -- if that's, | think, what's being said.
16 BOARD MEMBER HUTCHISON: And | see |16 But it seems to me that to move
17 | the units that are mentioned there and the number 17 |from one financia unit to another, isit your
18| of funds that are listed there, how they're 18| understanding that moving from one financial unit
19 | designated. 191to another would till reguire three-fifths?
20 So as| understand it, this unit 20 THE WITNESS: That was the intent.
21| references one of the financia units that are 21 BOARD MEMBER HUTCHISON: So you
22 | described in Section 11; right? 22 | might be able to move from one fund to another
23 THE WITNESS: That's correct. 23 |within the same financial unit without that type
24 BOARD MEMBER HUTCHISON: Soasl 24| of board of super majority approval, that might
25| read Section -- | am reading Section 11 then for 25| not be specifically said on here, isthat -- is
Page 519 Page 520
1|that how you would understand that? 1| consolidated entity could elect to dip into that
2 THE WITNESS: That was the intent. 2| reserve fund to pay off their bonds?
3 BOARD MEMBER HUTCHISON: Okay. | 3| A. Aslisted here, | think the intent
4| Thank you. 4|behind that was to discuss that.
5/BY MR. DEGAN: 5| Q. Okay. Butthereisnothinginthe
6| Q. Thesearejust accounting divisions? 6| consolidation plan that would prevent that?
7| These are just accounting degrees? 7| A. Yeah, if you have zero trust in the
8| A. These-- absolutely, yes. 8|leaders, that -- that could be possible maybe.
9 Q. It'soneentity. All thedollarsare 9 Q. Andif | understand your testimony, it
10| going to be here. We're just making entriesin an 10|would -- even though it's not in the document,
11| accounting journal somewhere; right? 11 |your understanding isif that were to occur, the
12| A. That'scorrect. 12 | parties would agree on terms of whatever repayment
13| Q. Okay. And, again, thereis nothingin 13 | plan that would be put in place to replace that
14 the consolidation plan that would prevent the 14 money?
15| consolidated board from using the reserve funds 15| A. That'scorrect. Thewholeintent of
16 |for whatever purpose they deem necessary. Agreed? |16 |thiswasif it -- if it was favorable to the hydro
17| A. Theintent wasasoutlined in here, in 17irrigation unit to receive interest greater than
18 |the plan. 18 | or equal to what you could get otherwise, that
191 Q. | understand your intent. But | want to 19]would be a benefit to both --
20| clarify that that's not what the document says. 201 Q. Okay.
21} A. Okay. Andyour -- your -- the board has 21} A. --bothfinancia units.
22|that right. Today, they do at Central too. We 22| Q. But, again, nothing in the document that
23| have financia divisions already today. And we 23 |would require that outcome?
24| operate that way. 241 A. Tomy knowledge.
25| Q. So,for example, thefirst day the 25| Q. Okay.
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1 BOARD MEMBER MOEN: What does 1 THE WITNESS: | think it's stating
2| Section 14 describe, in your opinion? 2|that you would codify the reserve funds, you know,
3 HEARING OFFICER TEXEL: Doesthe 3|on that -- that initial day of the creation of the
4| witness see Number 14 in the plan of 4|district.
5| consolidation? 5 The Schedule G isreally a, you
6 THE WITNESS: Oh, I'm sorry. 6|know, snapshot intime. That won't be what it is
7 HEARING OFFICER TEXEL: Section 14. | 7|on the day of consolidation, if the board approves
8 THE WITNESS: Asof the 8|it.
9 9
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consolidation, if the reserve and board designated
funds of the district --

HEARING OFFICER TEXEL: You don't
need to read it necessarily.

THE WITNESS: Okay.

HEARING OFFICER TEXEL: It'sinthe
document. But | think Mr. Moen's question is --
I'll let him restate it -- but that's -- do you
have Number 14 --

THEWITNESS: Yes, | do.

HEARING OFFICER TEXEL: --in front
of you, that is Section 14?

THE WITNESS: Yeah. Yeah.

HEARING OFFICER TEXEL: Excuse me.

It was -- again, thisis a document
for our boards to kind of convey what initial
conditions they -- they envisioned as part of
their consolidation.

BY MR. DEGAN:

Q. So additional work will have to be done
to come up with the final divisions and financial
reporting groups?

A. Thereisalot work to be done.

Q. Okay. And then you touched onit, but |
just want to clarify. Whatever gets decided upon
will have to be put into the bylaws once the
entity is created?

A. Yeah. Bylaws, policies, that will be
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A. They do have ahandful, | believe.

Q. You're surethey're not groundwater
irrigators?

A. I'm pretty sure.

Q. Okay.

HEARING OFFICER TEXEL: Sorry. If
you don't know, you can just -- you should say,
I'm not sure.

THE WITNESS: At the meeting, Nea
stated he has a-- a small number of surface water
irrigators, to the best of my recollection.

23 BOARD MEMBER MOEN: Yeah. What's |23 |thefirst job of our board to do.
24 |your interpretation of Section 14 of what can be 24| Q. Youtestified before that there was a
25 | done with the reserve fund? 25 | meeting with Neal Suess from Loup Power?
Page 523 Page 524
1l A. Yes 1|generation with retail electric customers. Wasn't
2| Q. Okay. But Loup Powerisnot an 2 |that the purpose of the meeting?
3lirrigation district? 3| A. That -- he was there to discuss how
41 A. Youknow, | -- | cannot state how they 4their -- their business model works.
5|are formed, if they are a public power and 5| Q. Becausethat -- that's -- that was the
8|irrigation district or not. They do have 6 |knowledge you were looking to gain is Central had
7lirrigators. 7|not had any direct experience with retail
8| Q. They don't have any surface water 8| customers?
9\irrigators? 91 A. ltwasvery helpful from that

perspective, yes.

Q. Okay. But it wasn't about how you
manage a merger between an irrigation district and
aretail power utility?

A. No, it wasjust along the line of
educational process.

Q. Okay. But -- but the educational
process was how do you manage retail customers?

A. How do you -- how do you marry your
hydro resources with your distribution customers
currently in your -- in your business --

21/BY MR. DEGAN: 21 Q. Okay.

22} Q. Weéll, and perhaps I'm recalling maybe 22 A, --wasthe--

23| Gwen'stestimony. But my understanding wasthat |23| Q. Because they have direct experience with
24|the presentation was to provide some guidanceto |24 |that?

25| Central's board of how to integrate hydro 25| A. Theydo.
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11 Q. There's some testimony on the issue of 1{hit. Ishetaking about surface water and
2| dilution. Would you agree that Gosper, Phelps, | 2|groundwater irrigators?
3|and Kearney represents 98 percent of Central's | 3| A. | think what he was saying, 5,000 acres.
4|water serviceirrigators? 4/ Q. Or 5,000 acres.
5| A. | don't know the exact percentage, but 5| A. Andit'sactually probably 5,000 with
6\ majority of our surface water irrigatorsresidein | ¢|Dawson and Lincoln County.
7 |those three counties. 7| Q. Because Central only has 1,100 total
8] Q. Wadll,isityour testimony that it's 8 |accounts for water surface irrigators?
9 9
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51 percent or isit closer to 98 percent?

A. It'sa--it'samagjority of probably
well over 90, | guess. | don't have the numbers.

Q. Allright. And, again, as-- asyour
board is currently constituted, the residents from
those three counties account for nine of your
twelve board seats?

A. That's correct.

Q. After the merger, those same three
counties will account for six of fourteen
permanent board seats?

A. That's correct.

Q. All right. There was some discussion
about Lincoln County. And | believe that
Mr. Dicke may have referenced that there were
5,000 customersin Lincoln County.

So | just want to explore that alittle

A. Approximately.

Q. Inthat -- inthat ballpark. Okay.
Very little surface water irrigation customersin
Lincoln County, would you agree?

A. Yeah, probably 2 -- 2100 acres per
house.

Q. Andtheresvery little surface water
irrigation in Keith County?

A. Thereisno surface water --

Q. Nonewhatsoever?

A. None

Q. Okay.

A. Sorry. Thereisno -- thereare no
Central surface water irrigators in Keith County.

Q. Okay. WEell, you had testified that
under the new consolidated entity that it was your
opinion that roughly five of those -- that there
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would be five counties that would consist of what

you would consider irrigation counties?

A. Wewill haveirrigation customersin
five of those subdivisions.

Q. Okay. And that's Gosper, Phelps, and
Kearney?

A. Gosper, Phelps, Kearney, Dawson,
Lincoaln.

Q. And Dawson and Lincoln.

A. Yep, that's correct.

Q. And Dawson and Lincoln, now thereis
overlap between both the irrigation customers and
electric customers?

A. That's correct.

Q. Okay. Sothereisinterest on both
sides of the occasion -- of both sides of the
eguation in those counties?

A. That's correct.

Q. Allright. Certainly there was dissent
on thisdecision? It was not unanimous by either
board; right?

A. That's correct.

Q. And there were other organizations that
also voiced their -- their objection to this;
right?

Page 528
A. Yes

Q. Wadll, the Water Users Group, that'sa --
that's a group of your customers?

A. That'scorrect.

Q. And that's -- that's separate from
Citizens Against the Merger; right?

A. That's correct.

Q. Water Users Group has been around for a
long period of time?

A. That's correct.

Q. And did they -- to your knowledge, did
they meet with you?

A. We met multiple times over the course of
the two, two and a half years.

Q. And they conveyed to you their
resistance to this merger?

A. Yeah. Wehad lot -- well, not everyone.
It was not a unanimous sentiment. But, yeah,
there was -- there was concern by some of those
members.

(Exhibit 47 marked
for identification.)
MR. DEGAN: Can you publish that
to --
HEARING OFFICER TEXEL: The board?
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1 MR. DEGAN: Yeah. Holdon. I'm 11 A. Correct.
2| going to make an offer. It's Exhibit 47. 2| Q. Sotherewill be some benefitsthere,
3| Central's -- 3| but there won't always be benefits there, or at
4 MR. JARECKE: Okay. 4|least additional benefits that Central doesn't
5|BY MR. DEGAN: 5| have now; correct?
6| Q. Mr.Brundage, if | can have you take a 6| A. Correct.
7|look at what's been marked as Exhibit 47. And 7| Q. Allright. Andthenthe next paintis
8|first | just, once you do that, identify whether 8| greater revenue stability.
9 9
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you've seen that document before.

A. Yes

Q. Okay. Canyou -- isthisaletter that
was issued by Central on Octaober 10 of '22?

A. That's correct.

Q. And are you one of the signatories of
this letter?

A. Yes

Q. Now, thisletter talks about water
releases for irrigation to meet peak electricity
demand is a complimentary process. That'sthe
first point made in this letter; right?

A. Correct.

Q. Okay. Andwetalked at length that
there are times when those complimentary processes
line up, but there are also times when they're not
going to line up; correct?

All right. Now, again, my understanding
isthat thisrate stability, are we talking about
Dawson's power electricity customer rates or are
we talking about our water service customer rates?

A. Areyou saying revenue stability or rate

stability?

Q. | apologize. | mashed my sentence. So
it'sthe last paragraph on the first page, greater
revenue stability.

A. Correct.

Q. So here we're talking about your
electric hydro -- hydro revenues; correct?
A. 1think weretalking about Platte
River's revenue stream is complimentary and -- and
helps with both sides of the -- of the coin.
Q. AndlI didn't ask, but Exhibit 47, was
this sent out to the majority of the water surface
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irrigators?

A. Yes.

Q. Okay. If you turn to the next page. So
| want to follow on this -- this stable consistent
revenue stream from electro -- electric serviceis
going to improve -- improves the consolidated
organization's financial position.

But the next sentence says, "Absent the
merger, Central's long range financial position is
projected to deteriorate before the end of the
decade because of decreased revenue from
hydroelectro -- electric generation." Y ou see
where that's indicated?

A. Yes.

Q. Okay. Well, you testified earlier that
there is no need to merge; correct?

A. That'scorrect.

Q. Allright. That you saw thisas
opportunistic and one plus one equals three?

A. Sure.

Q. Well, what do you mean by deteriorating
revenues?

A. As-- aswevediscussed, the PPA is
going forward. It appears there will be a
reduction in the value that we'll be able to get

11

. Page 532
over aprevious PPA.

And, once again, then you haveto
project out past that next PPA and what -- what
the markets will look like.

| think thisis along-term view of what
isit -- it's, again, where Centra is every day,
what does that revenue stream look like 10 and 20
years down the road. We're alwaystrying to plan
ahead.

Q. Okay. But you don't know what that's
going to be?

A. That's correct.

Q. Sowhy do this now? Why not do another
10-year PPA? And when that expires, it's going to
be about the time that the NGNT contract is going
to be up; correct?

A. Yep.

Q. Wouldn't that have been a better time to
approach this merger to seeif those financial
projections bear out?

A. Thisis-- thisisthe opportunity.

Thiswas the time we had. And there are many
variables that could occur in the next 10 years
that might close that door. Again, we didn't have
to. Thiswas an opportunity.
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1| Q. Okay. I'mgoing to have you turn back 11 A. Of what exhibit?
2|to the phase two report and what -- 2| Q. Oh,I'msorry. Soit's Exhibit 22.
3 MS. KREIFELS: 22. 3] A. Okay.
4 MR. DEGAN: Thank you. Exhibit 22 4] Q. Turntopage50. I'mon Table23. I'm
5|for therecord. Could | have you turn to -- 5| going to have you do some quick math in your head.
6 HEARING OFFICER TEXEL: Areyou 6| Table 23, would you agree this projects operating
7|going to offer 477 7| revenues from 2022 out to 2030 for Central?
8 MR. DEGAN: Oh, yes. Thank you, 8] A. Yes
9| Tim. Offer 47. 9 Q. Allright. If we compare that top
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MR. BRASHEAR: Agree.

MR. JARECKE: No objection.

HEARING OFFICER TEXEL: Okay. I'll
accept Exhibit 47 in the record. Does the court
reporter have the original ?

MR. DEGAN: | think it's till on
the witness -- yeah, he's got it.

MS. KREIFELS: Oh, no.

MR. BRASHEAR: Theletter.

THE WITNESS: Oh, I'm sorry.

MR. DEGAN: You canjust |leave that
there for now.

HEARING OFFICER TEXEL: Yeah.

operating revenue line of 20.7 million dollars for
2022, and we compare that to the cash margin line,
which is 6.255 million, and we come up with the
ratio, that's -- that's a -- that's a 30 percent
margin between operating revenue and cash margin.
Isthat about right?

A. Sure.

Q. Okay. And | takeit as part of your
responsibilities, you have to look at the
financials and --

A. True

Q. --financia projections?

A. Yes, that'strue.
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down, and, you know, if we look at theratio
between four and a half million of cash from
operations versus the gross 20.7 million,
Central's operating at about a 21 percent margin,
at least on a cash from operations standpoint?

A. Based on the assumptions, that's
correct.

Q. Okay. Fair enough. But if we compare
that to the next table, which is on page 51,
Table 24, and we do the same exercise for Dawson
looking at 2022, we've got much higher revenues,

23| Okay. 23| Q. Allright. But that's probably not a
24/BY MR. DEGAN: 24 very meaningful number because that includes
25 Q. Okay. Arevyou on page 50? 25| investment income?
Page 535 Page 536
1 A. Correct. 1| Q. Butwhenwe deduct out cost of electric
2| Q. Allright. Sowe should -- we should 2 |service, your net operating income is 6.7 million?
3| probably go up a couple of steps here, but there 3| A. Correct.
4|was some questions as to where that 30 percent 41 Q. Allright. Wedo theratio on that,
5|from -- 30 percent came from. | think that's 5|Dawson is realizing about 10 percent fromits
6 |whereit's from. 6 | operations?
7 But would you agree with me that the 7| A. Correct.
8| cash from operations, which isthe third line 8| Q. Okay. Sojust fromacashfrom
9 9

operations standpoint, Central is at a stronger
position than 2022. Would you agree based on the
forecast?

A. Yes

Q. Okay. Let'squickly do the same
exercise out in 2030. So flip back to Table 23 on
page 50.

A. Yes

Q. If welook at operating revenues
projected for Central in 2030, there is still --
they're going to be up to about 22.1 million.

20 or at least multiple of Central's revenues. 20| Agreed?

211 Agreed? 211 A. Correct.

22 A, Yes 22| Q. Cashfrom operationswould be two

23| Q. Okay. Centra isat 20.7 for gross. 23| point -- excuse me -- 2.9 million -- or

24| Dawson is at 62.9 million gross revenue. Agreed? |24|2.99 million; isthat correct?

25| A. Correct. 25| A. Yes
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1l Q. Allright. And so that'saratio of 1|about deteriorating revenues and -- and revenue
2| roughly 13 percent; isthat right? 2| stability, | guess | don't understand the point.
3] A. Sure. Yes. 3 Because if I'm looking in this study,
4| Q. And-- but top line operating revenues 4 number one, Central is not forecasted to have
5is not forecasted to go down. Agreed? 5| deteriorating income between 2022 and 2030;
6| A. Correct. Over theterm of that period 6 |correct?
7| of the PPA, correct. I A. Therevenue.
8| Q. Okay. And I'm assuming because the 8| Q. Therevenueline. The grossrevenue
9 9

model islooking at other ways that Central can
manage and account for maybe some deteriorationin
revenue power?

A. That'scorrect.

Q. Okay. Let'sdo the same exercise for up
to Table 24 on page 51 and let's look at ratios.
Dawson is forecasted in 2030 to have gross
operating revenue of 64.3 million. When we deduct
out the cost of delivering service, the net
operating incomeis 2.2 million. Agree?

A. Sure

Q. Allright. If werun aratio on that,
Dawson is only going to be realizing 3 percent
from operations by 20307

A. Correct.

Q. Okay. Wdll, if weturn back to
Exhibit 47, | guess, again, when we are talking
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line.

A. Right.

Q. But that's what you're talking about
here in Exhibit 47; right?

A. That revenueislessthan it has -- will
have been in the past based on PPA changes.

Q. Butit'snot less than where we started
out in 2022?

A. The 2022 number, | think, was probably
based on assumptions of more realistic data.
Going forward, al of our assumptions are just
based on you get an average generation --

Q. I'mjust asking if the numbersincreased
from 2022 to 20307

A. They do.

Q. By about two million bucks?

A. That's correct.
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Q. Allright. That'sgrossrevenue. Soit

doesn't reflect a gross revenue decline at least
during this study period. | understand your point
perhaps from prior periods.

A. Yes Yes

Q. Allright. But | don't understand why
we're -- we're touting a merger with Dawson
because of worries about declining energy sales
revenues when Dawson's margins are going to
decline even more significantly. Isn't that what
Table 24 shows?

A. Yes, it does.

Q. Okay.

A. Dawson's margins are simply afunction
of what they do with their rates.

Q. But by 2030, Dawson's operating margin
is going to be down to 3 percent; right?

A. Based on -- based on what they have
given as assumptions.

Q. But doesn't that mean that Dawson is not
going to have alot of excess operating revenue to
be able to shore up Central's -- in the event
Central would have a shortfall?

A. The--1 guess|'m missing your point.
The savings that was acquired in the use of the
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resource internally isjust savings.

If it can be applied to revenues on this
side, then it can be applied to revenues on this
side. If it can be applied to revenues on our
side, it can be applied to revenues on our side.

Q. Andl -- and | understand that from the
combined entity.

A. Yeah.

Q. But, again, from Central's standpoint,
it doesn't make alot of sense today to say that
Dawson is the most attractive merger partner
strictly if we were looking at their financial
performance?

A. | think, once again, these long-range
forecasts are simply an assumption of what I'm
going to do for arate increase and could have
changed the assumptions and made it ook
completely different.

Q. Okay.

A. Triedto beredlistic asto what -- what
our plans were.

Q. Youtestified that it was your
understanding that your board has the discretion
of whether or not to seat a vacancy?

A. That is correct.
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1 Q. Areyoufamiliar with what Nebraska 1|one study came back with much higher savings
2| statutes require? 2| projections than were ultimately realized?
3 A. lam. 3|  A. Yes Yes, itdid.
4 Q. Okay. Doesn't it state that the board 41 Q. Okay. Originally inthe phase one
5|shall fill avacancy? Isn't theword "shal" in 5| phase, it was anticipated that this consolidation
6|that statute? 6 |would yield approximately close to $5,000 a year
7| A. That'swhat it says. 7|in savings?
8| Q. Okay. But your -- your board decided 8| A. Million.
9|that they had the discretion not to fill that seat 9| Q. Excuseme. 4.8 million.
10|if they didn't feel it were necessary? 10| A. Yeah. Theorigina study wasrealy
111 A. Our -- we consulted with our general 11|just this high-level look and | think some
12| counsd onit. 12| back-of -the-napkin thoughts without digging into
13| Q. Butin--inany event -- 13 |the details of the contracts.
14 HEARING OFFICER TEXEL: Wdll, hold |14 BOARD MEMBER HUTCHISON: | have --
151on. You -- you consulted with acounsel. And | 15|| have aquick question. We -- we looked at
16 |don't think that answers the question exactly. 16 | Tables 23 and 24 in this report.
171Y ou consulted with your counsel and -- 17 Isthere atable that shows -- so
18 THE WITNESS. And -- 18 | that those were the pre-merger projected
19 HEARING OFFICER TEXEL: Andthe 19 (financials; isthat correct? Or without a merger,
20| result was what? 20| guess. Without a merger, thisiswhat would be
21 THE WITNESS: That we -- the 21| anticipated if there was no merger.
22| decision was made not to fill that board seat. 22 THE WITNESS: Right. And I will,
23 HEARING OFFICER TEXEL: Okay. 23| on the long-range financial forecast from
24/BY MR. DEGAN: 24| Central's perspective, very difficult gameto try
25| Q. Isntittruethat the origina phase 25 |to predict.
Page 543 Page 544
1 Y ou've seen our revenue curves, and 11but here's how the two, if we just laid them on
2| our expenses are very sporadic and large. And so 2|top of each would have performed.
3|it was -- it was a challenge to -- to really come 3 The consolidated model assumes the
4 | up with assumptions that -- 4| cost savings that would be utilized from -- from
5 BOARD MEMBER HUTCHISON: Okay. 5 | Jeffrey. Soit'sthe consolidated line that
6 THE WITNESS: -- you could look at 6 | purportedly shows the benefits of the merger.
7 |and see. 7 THE WITNESS: Plusthe labor.
8 BOARD MEMBER HUTCHISON: IsTable 8 BOARD MEMBER HUTCHISON: Thank you.
9|22 what it would be -- what is projected in the 9/BY MR. DEGAN:
10| event the merger is approved? |s-- isthat what 10| Q. Yeah. Infairness, it'sstated in this
11 | combined means? 11 |report that the modeling that Central did was very
12 THE WITNESS: Thatis-- | believe 12 | conservative?
13 |thereisamerged -- 13|  A. Yes
14 BOARD MEMBER HUTCHISON: I'm just 141 Q. Soit's--it'sprobably unlikely that
15|looking for the similar -- 15| Central would perform at thislevel. Let me
16 MR. DEGAN: Yeah. So Member 16 |restateit.
17 | Hutchison, the table you want is shown on Table 18 17 Isn't it morelikely that at least in
18 |and Table 19. 18 |your estimation that Central, even if it didn't
19 BOARD MEMBER HUTCHISON: 18and 19. |19|merge, isgoing to perform better than what's
20| Okay. 20 | reflected in these tables?
21 MR. DEGAN: So the nomenclature 21|  A. Asfar asthe Centra alone--
22| used in this report when they talk in terms of 221 Q. Yes.
23| combined, that's taking the two separate forecasts 23| A. --financia forecast? | think in that
24| and simply adding them together; so that would 24 | forecast, you know, we were trying to guess as
25| present a circumstance where there was no merger, 25| close as we could to what it would look like going
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1|forward. 1} A. That'scorrect.
2| Q. Waéll, thereport saysthat the -- that 2| Q. And that's going to reap more than 30
3| the assumptions were very conservative for the 3 million dollarsin benefits to Central ?
4| stand alone -- 41 A. That's correct.
5| A. Forthe stand alone. 5/ Q. Okay.
6| Q. Yeah 6| A. I'msorry. Itwill reapupto
7| A. I'msorry. We--wetriedto be 7130 million. It'sheldintrust. But, yeah, it
8| redlistic, but, yeah, not say that we would have a 8| may not come out to the entire 30, but we would
9 9

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

large expense that we would have to pay forward or
anything like this.

Q. Wall, and that would be an additional
lever that you would have available if you had a
cash flow situation. Again, we talked about this?

A. Yesh

Q. You can defer expenses.

A. Correct.

Q. Raisewater rates. There's -- there's
other things you can do?

A. That'scorrect.

Q. And -- and by the way, as an additional
revenue source, you talked in terms of groundwater
recharge. Isn'tit true that Central just
recently entered into a deal with a number of
parties for -- | believe you may have referenced
it for the -- for the Platte project?

hope we can recharge that much.

Q. Okay. It'snot an upfront cash deposit
they're making?

A. No.

Q. You'vegot to essentialy qualify for --
| think 15 years, something like that?

A. Correct. Correct.

Q. Sol takeit those numbers certainly
wouldn't be reflected in any of this modeling
because you didn't know you were going to enter --
enter into these agreements?

A. | think the model included arecharge
sale from the revenue piece. Y ou know, we --
we tried to say, well, what do you think you
would -- you would get in an average year for a
recharge.

Q. But that looks like the ordinary

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
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recharge that we saw on that slide, the typlcafJ

recharge?

A. Yeah. We picked a number that we
thought was ballpark.

Q. How isthat 30 million dollars going to
be shown on the books? | mean, isthat going to
be treated as revenue? Isit going to be treated
ascapital? Isit going to be --

A. Itwill beinareserve fundisthe
intent.

Q. Okay. Inareserve fund becauseit's
got strings attached to it?

A. That's correct.

Q. Okay. But would you consider that an
additional financial resource at least in terms of
implementing that project because there would be
some symbiosis that the projects you're talking
about and what's designed in that program?

A. I'msorry. Which -- which projects?

Q. For the Platte, the Platte project. And
you talked in terms of your overall strategy
towards recharge.

A. Therechargeisfor our -- our
facilities.

Q. For rebuilding the mound? Thiswill --
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thiswill serve that purpose, will it not?

A. Itwill. Yes, it'sgoal isto put water
back in -- back in our aguifer, yes.

Q. Andit will provide additional funds for
infrastructure to achieve that goal ?

A. It--itcanbe.

Q. Okay.

A. Yeah.

Q. And you were able to achieve that
without having to -- to merge with Dawson?

A. That'scorrect. Uh-huh. Very pleased
to have al of our beneficiaries participate.

Q. Thereisadifference between -- or do
you know if there is a difference between private
irrigation districts and public irrigation
districts?

A. Yes, | believe there are.

Q. Okay. And what is your understanding of
the -- of the difference?

A. | think aprivate district is owned by
the farmers themselves perhaps. | am not well
versed in the differences. | would probably defer
to my water expert.

MR. DEGAN: Thank you. No further
guestions.
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1 MR. BRASHEAR: Just brief redirect, 11aswe've gone forward, there is probably
2[if | may. 2| opportunities for Platte River going forward to
3 HEARING OFFICER TEXEL: Okay. How 3| reevaluate some of those -- those benefits too
4|long do you think you have? 4|that may -- may turn into cost savings at some
5 BOARD MEMBER REIDA: | do have one 5|point; so -- but, yeah, you're correct. It was
6| question on employees. And | was -- had maybe a 6| benefits. Sorry.
7| misconception. 7 BOARD MEMBER REIDA: You decerted
8 Isit true that -- I'm looking at 8|your union. And asaresult of that, your
9 9

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

this one report that the equalization that would
take place among employeesis that the employees
of Central will be compensated in an upward
position so as to match what Dawson is being paid?
THE WITNESS: Yeah. Great
question. The study that PSE did took, again, a
lot of dataand work. They brought in the
benefits packages from both districts and sat down
and said, okay, if nobody loses, what -- which of
these benefits would you end up equalizing over
time.
And so they made sure that they
included those costs. | think some of the
benefits from Central were planned to have to

employees will receive an increase in pay; isthat
correct?

THE WITNESS: It isbenefitsis
what was considered in -- in the study. And this
study was completed before the decertification of
the union.

So thiswas just a study to
anticipate, as you merged, whether you were
decertified or not decertified, there would be
some increased costs to get your employees kind of
on that same -- same playing field with respect to
benefits, if that's helpful.

BOARD MEMBER REIDA: Yeah.
That's -- just surprised. That'sall.

25

consolidation will have pay and benefits that are
equalized between the previously separate

23|improve to match -- match what Dawson wasin some |23 HEARING OFFICER TEXEL: Did| hear
24| cases. 241youright? It's the benefits package that was --
25 In some cases, | think, you know, 25 | that had to be brought up for Central, not the
Page 551 Page 552
1|compensation level ? 1| organizations.
2 THE WITNESS: That was -- that was 2 One organization would decrease to
3|the portion that was in the study, the benefits. 3| match the other or one to increase to match or
4 HEARING OFFICER TEXEL: Not the 4|both? It'sasituation. And, again, it says
5| compensation level? 5| benefits, but --
6 THE WITNESS: Yeah. Correct. 6 THE WITNESS:. Right.
7 HEARING OFFICER TEXEL: Okay. 7 BOARD MEMBER REIDA: So pay was --
8 THE WITNESS: Therewill likely 8|s0 you're going to have a differential in pay
9| have to be some wage surveysjust -- yeah, as 9| between the two entities -- or what was the two
10| we've gone forward, there will be -- have to be 10| entities?
11 |wage surveys that are done to -- 11 THE WITNESS: To begin with, and
12 HEARING OFFICER TEXEL: Okay. 12| maybe that's what | was trying to allude to, there
13 THE WITNESS: -- make sure that we 13 |will be -- we are aready working on a potential
14| are -- we have to be fair with our current board. 14 |wage survey to make sure we know where we are.
15 HEARING OFFICER TEXEL: Butthe 15 Some of theissue isthey -- Dawson
16 | current -- the current figures were based on 16 |has linemen. We have irrigation specialists. You
17 | benefits package, not the compensation itself? 17|know, what is -- what's that look like.
18 THE WITNESS: That's -- that's my 18 There are some positions that are
19| understanding. 19| probably a one for one but not alot of them. And
20 HEARING OFFICER TEXEL: Okay. 20|sp | think you're correct. There are some of
21| Mr. Brashear. 21 |those -- those specific positions that might
22 BOARD MEMBER REIDA: Wéll, I'mjust |22 |crossover, but | think they looked at what the pay
23 |reading the -- it says expected that the new 23| differential may be.
24 24

| believeyou'reright. Thatisa
piece of that, even those it's |abeled just
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1| benefits. 1 REDIRECT EXAMINATION
2 HEARING OFFICER TEXEL: It's 2|BY MR. BRASHEAR:
3|Mr. Brashear's -- 3| Q. Mr. Brundage, aquestion for you related
4 BOARD MEMBER REIDA: Which kind of 4|to governance. Does Centra's board have
5|leads me that -- I'm just thinking in terms of 5| committees?
6 | management. So you wouldn't have -- you wouldn't 6| A. Yes, itdoes.
7| know who was in charge because you have two 7| Q. Andwhat istherole of those committees
8|people. You have apotential allegiance to one or 8|in Central's operations?
9 9

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

the other. Y ou have got potential differentials
in pay.

To me, the management seems to have
some confusion about it, but maybe you can figure
that out.

THE WITNESS: We -- we do feel
confident that our work together the past two
years has been shown between our two boards and
our work together, you know. There will be work.
We understand that. But we're very confident that
we can do what needs to be done to -- to overcome
those hurdles.

BOARD MEMBER REIDA: Okay. That's
al | have.

A. So we have various committees. And they
will take deep dives into some of the topics.
I'll just use water resources
subcommittee, water services subcommittee.
They'll talk about things related to water
services.
We have a power -- or land and
recreation committee. They take up topics about
land use and then variances around our lakes and
things like that.
Q. Do those committees make recommendations
to the board?
A. Yes, they do.
Q. Will Plate River Public Power and

25

A. That's correct.

23 HEARING OFFICER TEXEL: 23||rrigation District, if thisis approved, have
24| Mr. Brashear, you indicated to me a brief 24| committees for its board?
25 | redirect; so let'sfinish that. 25| A. That-- that'sour intent. We've
Page 555 Page 556

1|discussed that and would like to -- | think both 1| Q. Isthat correct? Centra hasreserves?

2| boards think that is a great, agreat tool to use. 2| A. That'scorrect.

3| Q. Areirrigation rates one of the issues 3] Q. Soisitfairtorefer to Central's

4|that go through committees for Central right now? 4| financing philosophy -- I'll use my term -- asa

5| A. Thereisdiscussion on-- onirrigation 5|reserve-based philosophy?

6 |rates and the water services subcommittee. 6| A. That'scorrect.

7l Q. And then they make arecommendation to 7| Q. DoesDawson havethe similar -- a

8|the board? 8|similar philosophy in your view?

9 A. Thatistypicaly theway it gets 91 A. They have acash-on-hand. And | think
10| brought forth. 10they may have arate stabilization fund.
111 Q. During cross-examination, counsel 11 But in general, they operate as typical
12| referred to areas of overlap. | want to clarify. 121 REAS operate with bonded indebtedness to cover
13| For Gosper County, is there overlap between 13| large capital projects.
14|irrigation and electrical interest? 141 Q. Sothey usedebt versus reserves often?
15| A. Oh,yes. 151 A. That'scorrect.
16| Q. SoSubdivision 6, | believe, itis 16| Q. Would -- where did the reserves for
17| proposed would also be a subdivision with overlap; |17|Central come from?
18|isthat correct? 18] A. Thereservesfrom Central are our
19 A. Yes 19| surpluses in years of plenty, mostly from hydro --
20| Q. With regard to the long-range financial 20| hydro generation revenue.
21 |forecast that were reviewed -- and maybe I'll put 211 Q. Sothey would come from the margins?
22|jt in that context -- but a question for you, | 221 A. From whatever we can save back from --
23|think you testified earlier Dawson -- or I'm 23|from ayear's worth of expenses.
24| sorry -- Central has no debt? 241 Q. Doesareserve philosophy in your view

require greater margins than a debt financing
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1|philosophy? 1 (At 1:13 p.m., with all parties present
2| A. Therésgreater unknowns. How longwill | 2|asbefore, the following proceedings were had,
3|the drought last. What -- how expensive is that 3| to-wit:)
41fix. So-- 4 HEARING OFFICER TEXEL: All right.
5 MR. BRASHEAR: No further 5|We're going to go back on the record. Well
6 |questions. Thank you. 6| reconvene the hearing. It'snow 1:13 p.m. And we
7 HEARING OFFICER TEXEL: All right.| 7|were at the next witness for Central.
81| think we're finished with this witness unless 8 MR. JARECKE: Yes, on behalf of
9 9

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

the board has any questions.

All right. | do not seeany. Do
you know -- let's go off the record for just a
moment.

(Discussion had off the record.)

HEARING OFFICER TEXEL: Solet's
take a one-hour -- just over one-hour lunch.
WEe'l plan on reconvening at 1 o'clock and come
back with the next witness.

(11:56 p.m. - Recess.)

Central, well call Mrs. Gwen Kautz.

HEARING OFFICER TEXEL: Ms. Kautz,
could you raise your right hand.

GWEN KAUTZ
having been first duly sworn,
was examined and testified as follows:

HEARING OFFICER TEXEL: Okay.
Could you state your name and spell it for the
court reporter.

THE WITNESS: Gwen Kautz, G-W-E-N,
K-A-U-T-Z.

HEARING OFFICER TEXEL: And could
you state your address?

THE WITNESS: 75321 Road 441,

25

meet their goals, whatever their project list is.
| am tasked to fulfill the mission statement in

23 23| Overton 68863.
24 24 HEARING OFFICER TEXEL: All right.
25 25| Central, I'm not sure who is asking the questions
Page 559 Page 560
1itill -- 1lall that | do. And | manage people.
2 MR. JARECKE: | am. 2| Q. Andgivemeabrief description of your
3 HEARING OFFICER TEXEL: Now it's 3| prior employment history.
4|Mr. Jarecke. Okay. Y our witness. 4] A. Before Dawson Public Power District, |
5 MR. JARECKE: And by the request of 5| spent about 14 months with Custer Public Power
6|the witness, | would refer to you as Gwen, if 6|District. My task there was to bring them into
7|you're more comfortable. 7| labor law compliance. And prior to that, | spent
8 THEWITNESS: Yes. 8|16 years with an investor-owned utility in
9 DIRECT EXAMINATION 9| Colorado.
10|BY MR. JARECKE: 101 Q. Who wasthat investor-owned utility?
11| Q. Gwen, who do you work for? 111 A. It wasPublic Service Company of
12| A. Dawson Public Power District. 12| Colorado before they merged or changed.
13| Q. And how long have you been employed with |13| Q. Andwho did they merge into?
14| Dawson? 141 A. Weéll, they -- they merged into asmaller
151 A. Twenty-seven years. 15|company. And | don't remember the name. New
16| Q. Andwhat role do you play with working 16 |something. And then they moved on to become
17 |for Dawson? 17| Excel.
18] A. Currently I'm the general manager. 18 HEARING OFFICER TEXEL: Andyou
19| Q. What wasyour previous role? 19 |said your -- you've been with Dawson 27 years.
201 A. Customer service manager. 20 THE WITNESS: Correct.
211 Q. Andjust generaly describe your duties 21 HEARING OFFICER TEXEL: Andyou're
22| and responsibilities as GM for Dawson. 22| now the general manager. Did you say how long
23| A. | -- | take guidance by the board to 23 |you've been the general manager?
24 24

THE WITNESS: Ten years.
HEARING OFFICER TEXEL: Okay.
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1 THE WITNESS: | did not. 1|requirements of contract that | had with -- had
2 HEARING OFFICER TEXEL: If youdid, | 2|withthe GNT and NPPD.
3|1 missed it. Okay. 3] Q. And, again, was-- as was testified to,
4|BY MR. JARECKE: 41it started initially with a discussion on whether
5| Q. Andinterms of you mentioned part of 5|or not Dawson would be interested in a PPA?
6 |your duties and responsihilities are to fulfill 6| A. Correct.
7 |the mission statement for Dawson. 7| Q. And-- but it evolved obviously into
8 Do you view this potential merger as 8| something quite different?
9 |fulfilling that -- that mission statement? 9 A. Yes,itdid.
10 A. ldo. 101 Q. Andintermsof that -- that initial,
11} Q. Why isthat? 11| ]et's evaluate that. Who did you bring in to have

12
13
14
15
16
17
18
19
20
21
22

A. Because our mission statement says that
we will safely, reliably, at alow cost deliver
electricity using effective technology for our
customers. This does that.

Q. And let's back up to that mgjor idea,
concept of this. You heard Devin Brundage
testify. Tell me alittle bit of your viewpoint
and how did this come to the table?

A. I'mgoing to refer to him as Devin.

Q. Fair.

A. Devin originally approached me about

that review?

A. Devinand | had two or three or four or
five more conversations over the course of a
couple three weeks. And then we decided to pull
together a core group of managers that could help
us evaluate the options.

Q. And managers from both districts, | take
it?

A. Correct.

Q. Andthen you decided to bring in a
consultant. Who was that consultant?

25

Q. Jumping ahead, ultimately did you have a

23 | purchasing hydropower because he knew his 23| A. Power Systems Engineering.
24| contracts were about to expire. 241 Q. And did you have some prior work
25 And he wasn't familiar with all 25| experience with PSE, aswe'll refer to them?
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11 A. Wedid. 1| unanimous board support to move forward for the
2| Q. Okay. Inwhat capacity? 2| plan of consolidation?
3| A. Itwasengineering on the transmission 3| A. No, | did not.
4|line. 4| Q. What wasthat vote?
5| Q. Okay. Didyou explore the utilization 5| A. | havelldirectors. And | had four
6| of alternative consultants? 6|that did not want to work on the plan of
71 A. Weevduated two other consultantsin 7| consolidation.
8| our pursuit here and found them lacking detail. 8| Q. Four that were no votes?
9| Q. Okay. And then, again, as has been 9 A. Four no votes, correct.
10 |tedtified, it was afour-phase approach. So well 10| Q. Andthe--intermsof your own analysis
11 |just briefly describe what phase one involves. 11| of this potential merger -- and we'll call it a
12| A. Phase onewas an overall evaluation of 12 merger -- but at the end of the day what's going
13 | each system, physical evaluation by PSE. 13 |to happen to Dawson should this go forward?
14 Phase two was the in-depth dive and 141 A. It will effectively make us a stronger
15| analysis. 15| customer -- or a stronger --
16 Phase three was the board governance 16| Q. No. I'msorry. Legally, technicaly,
17 | negotiation, small benefit equalization, all of 17 |what's going to happen to the Dawson Public Power
18 |that stuff. 18 |District?
19 Phase four was the plan of 191 A. Dawson Public Power District will be --
20| consolidation. 20 |will be required to dissolve.
21} Q. And backing up to phase one, your board 21} Q. Andwhen| first made your board aware
22 |voted unanimously in favor of moving forward with |22 |of that, was that quite a surprise to them?
23| phase one? 23| A. Iltwasand heartburn.
241 A. Yes, they did. 241 Q. Weren'timmediately comfortable with

dissolving?
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11 A. Notatal. 1l A. Wearenot.
2 HEARING OFFICER TEXEL: I'm going 2 Q. Andjust -- | guesswe should clarify.
3|to interrupt just amoment. And did Dawson filea 3| Dawson, in fact, is apublic power district?
4| Petition for Dissolution conditioned -- 4 A. Correct.
5 THE WITNESS: Conditioned -- 5| Q. Sotherée's-- there are no shareholders
6 HEARING OFFICER TEXEL: -- onthe 6 |benefiting from this?
7| Power Review Board's acceptance of Central's 7l A. Wedo not have shareholders.
8| Charter Amendment 6? 8| Q. I'mgoing to move you to Exhibit 35. |
9 THE WITNESS: Yes, wedid. 9|believeit'sin front of you. And| believe

HEARING OFFICER TEXEL: Okay.
BY MR. JARECKE:

Q. But, again, they came up with a
nomenclature, it's been -- it'samerger.
Ultimately Dawson is surrendering all of its
assets, whatever value that is, 200 million dollar
plus, all of itsrevenue, and admittedly the
debt --

A. Yeah

Q. -- al would be transferred over to
Centra?

A. And -- and the great employees.

Q. Yes. Okay. But, again, there has been

10

Exhibit --

A. Thisone?

Q. Yes,itis. And | believe you were
deposed by Mr. Degan and talked about the 12
values of the merger.

My guestion now, however, is not for you

to repeat this document asit relates to the
values that you see from Dawson's perspective, but
rather | would rather ask you the questions, to
the best of your understanding, asto what you see
the values of this merger from the viewpoint of
Central?

A. You'e correct. The twelve values that

25

quickly to the changing environment. And we know
that isalikelihood in the future.

23 | some suggestion by counsel that that's somehow 23| wrote here were exclusively for Dawson Public

24 |unfair to Central. |s Dawson receiving payment 24| Power District customers.

25| for doing that? 25 However, thereis -- there are severa
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1lin here that will benefit Central aswell. And if 1 Economic development, | can speak to --
2|we want to go through them, I'm going to talk to 2|we have alarge customer looking in our area. |
3|you about number oneislocal contral. 3|am under an NDA. Soif you wouldn't mind, | can
4 That's extremely important. It isthe 4|use a customer that we do have that is 7 percent
5| hallmark of public power acrossthe state. That 5| of our revenue and that would be KAAPA Ethanol.
6 |was also a benefit of Central. 6 And afew years ago, KAAPA Ethanol
7 Vertical integration isreally about 7| contacted me because they needed to have renewable
8| owning production and using production in-house, 8|energy. And they needed to have renewable energy
9aswell as other resources. 91in order to fulfill some market requirements for

10 The rate stabilization and resource 10|improved payment in the California market.

11| management means that we can become -- weare-- |11 And we couldn't do that for them. Now

12 |we will be a stronger company based on a 12 |we could have -- we've explored a 5-megawatt solar

13 |multi-faceted approach of diversity through 13 |system to be placed on their property in which we

14| revenue sources. 14 would co-own that facility.

15 And it will also be economic development 15 But by the time we finished looking at

16 | opportunities down the road. 16 |the analysis, it would not pencil out. They would

17 Okay. Of course serving Central 17 | be paying more for kilowatt hours than they were

18 |Nebraska, | find it very important that whatever 18 | currently getting from us and that would negate

19 |is generated in Central Nebraska should stay in 19 |what they gained from the California-- they call

20| Central Nebraska. 20 it a CARP market.

21 The purchase power agreement versus the 21 Okay. Now that there will be renewable

22 merger | think has been explored extremely well. 22| generation available, | can reach back out to

23|t -- it means this merged company can adapt 23| KAAPA and help them with their goal of competing

24 24|in the CARP market.

HEARING OFFICER TEXEL: You say
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1{"now that." You mean if the charter was approved | 1|expanding their facility.
2|and it becomes Platte River? 2| Q. Okay. Thank you.
3 THE WITNESS: Correct. 3 HEARING OFFICER TEXEL: If | could
4 HEARING OFFICER TEXEL: Okay. 41back up just amoment. You talk about local
5|BY MR. JARECKE: 5|control asthe first value.
6| Q. Andsolet'sjust-- I'm going to 6 THE WITNESS: Uh-huh.
7 |interrupt you on that point for a second, just to 7 HEARING OFFICER TEXEL: That's--
8| make sure we understand why you would view that| 8|wouldn't local control be true of both districts
9 9

as -- as beneficial to Central, who obviously
KAAPA isnot a customer of Central.

But is part of your underlying premise
that Central -- potentially directors and
certainly Central ratepayers -- grow corn, they're
farmers, they'reirrigators. | think we're here
to talk about irrigation.

But if thereisalocal buyer like KAAPA
that is paying premium for that corn, that's going
to benefit both Central and its directors and
certainly itsirrigators?

A. It absolutely will.

Q. Andinfairness, the same would be true
for the Dawson customers. And, again, you have a
board full of farmers as well?

A. Well, for example, if this merger were
to be allowed to take place, KAAPA would look at

right now, Central and Dawson?

THE WITNESS: Itiscurrently.

HEARING OFFICER TEXEL: So that's
not an addition. That just doesn't change. It
continues -- maintains local control --

THE WITNESS: Correct.

HEARING OFFICER TEXEL: --ina
different form?

THE WITNESS: Yes. Correct.

HEARING OFFICER TEXEL: Okay.
Okay. | just wanted to clarify that.
BY MR. JARECKE:

Q. Andjust on that point, Gwen, the
exhibit on the -- on the easel right now, again on
July 1, 2023, assuming that's our target date,
that is, in fact, what the local control would
look like? Those are the directors that would be
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on that board as of day one?

A. Yes, 23 directors.

Q. Okay. Thank you. Continuing on with
the benefits that you would see flowing to Central
as aresult of thismerger?

A. Location would be a benefit because
these -- al three hydropower plants are situated
in Dawson's service territory.

Access to Southwest Power Pool is
something that Central has right now and Dawson
doesnot. And there are alot of things changing
at the Southwest Power Pool.

Mr. Degan references afew changes that
he knows of. But | specifically wanted to point
out that they have a FERC Order 2222 coming down
theroad. And I'm going to keep thisvery high
level because even some of it is escaping me.

But it will allow customers to aggregate
load and allow them to bid that load into a
day-ahead market and receive a premium for that as
long as, you know, the priceisright.

And then we would be able to share that
back to those customers. Dawson can do that.
Central could not without us.

Q. Andjust to follow-up on that point,

. . Page 572
Gwen. Aswe sit here on the anniversary of the

polar vortex, isit your understanding that NPPD
made somewhere to the tune of 140 million dollars
last -- was it last year or two years ago?

A. Two years.

Q. Two yearsago.

A. Two years ago this month.

MS. KREIFELS: Today.
BY MR. JARECKE:

Q. And it was because they had excess
generation that they could provide the market
with?

A. Yes

Q. Now, if thisgoesforward and if
Central -- the Platte River isin aposition to
have that kind of market availability as opposed
to the PPA that would lock up al the load, they
could be the entity providing and benefiting from
that similar climatic event?

A. Thatiscorrect.

Q. Andyou certainly seethat as a benefit
to Central?

A. |do.

HEARING OFFICER TEXEL: You -- you
said that al three of the hydro facilitiesarein
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1| Dawson's service territory. Didn't we have 1ithat is part of Central's, and, again, there would
2| testimony there was four total? 2| be board representation for the reservoir and that
3 THE WITNESS: Oneisat Kingdey 3|dam?
4|and that'sin Keith. 4] A. Yes Soif | canrefer back to number
5 MR. JARECKE: Y eah, three of four 5110. One of the ways that the aggregation of
6 |would be the correct -- 6 | accounts would work would be related to
7 HEARING OFFICER TEXEL: Three of 7lirrigation.
8|four then. 8 We have been looking at 1,100 water
9 THE WITNESS: Thank you. 9| usersin Kearney and Phelps County. And of that,
10 HEARING OFFICER TEXEL: Okay. | 10 |thereis a subset of about 125, 150 people that
11]thought you said all -- all three. 11)are, you know, very unhappy with this merger plan.
12 THE WITNESS: | did say al three, 12 But I'm going to weigh that against
13 | but three of the four. 135,800 irrigator customersin my service territory
14 HEARING OFFICER TEXEL: Okay. And |14 |who would be very excited about this because of
15|Kingsley is not in Dawson's service territory; is 15| these options available to them.
16 |that -- 16| Q. Gwen, infairnessto that very point,
17 THE WITNESS: Not currently. 17 |your board initially has -- had some hesitation
18 HEARING OFFICER TEXEL: Well, 18 |whether thiswas truly in the best interest of --
19]right. They're notin Dawson's. 19| of Dawson?
20 MR. DEGAN: Don't disclose your 201 A. Correct.
21 plans. 21} Q. And-- but it wasthrough this due
22 HEARING OFFICER TEXEL: So -- okay. |22|diligence process that they got on board. They
23/BY MR. JARECKE: 23 |were unanimoudly in favor of looking at it?
24| Q. Butjusttoclarify the record, Kingsley 241 A. Yes
25 |isnot in your territory. But, again, that's -- 25| Q. Butthere was some hesitation to say,
Page 575 Page 576
1|these are -- these are old assets. Do we really 1 So the vision had to look past 2035,
2|want them to be part of this consolidated system. 2| which isthe end of our contract date. And
3| A. They did -- they did explore that. 3 | sometimes getting people to look at that isa
41 And -- and another concern they had was, they 4|little difficult, even myself.
5|aren't familiar with how FERC works and that wasa | I mean, I'm hoping I'm going to be
6|little bit scary for them. 6|around in 2035, but it is a difficult task.
7 But | was tasked with, afew years ago, 7| Q. Okay.
8|trying to secure or find an improved business 8 HEARING OFFICER TEXEL: When you
9 'model because of the landscape that's changing in 9|say "your contract," is that the contract with
10| the electric industry. So thisfit that. 10|NPPD for --
111 Q. Okay. And let'smove on alittle hit 11 THE WITNESS: Through --
1210 -- well, I've interrupted you. Areyou 12 HEARING OFFICER TEXEL: --
13| completed with the values that you see 13| wholesale power?
14| attributable to Central ? 14 THE WITNESS: Through the GNT.
151 A. Well, vision would be another one. And 15 HEARING OFFICER TEXEL: Through the
16| think this has been a very hard thing for people 16| GN -- the Nebraska Generation Transmission
17 |to grasp. 17| Association?
18 From day one when Devin and | started 18 THE WITNESS: Yes. Thank you.
19 talking about this, we were not looking at 19 HEARING OFFICER TEXEL: Okay.
20 tomorrow. We were not looking at fiveyearsfrom |20|BY MR. JARECKE:
21now. We were looking 15, 20 years ahead. 21| Q. Gwen, since we've jumped to that topic,
22 Because we feel that the decisions you 22| think it's a perfect segue to move to that
23 | make today impact 20 years from now and that's 23 topic.
24 true when | have apower line constructed. | know |24 So | need you to back up atime. And,
25 25

how long it's going to | ast.

again, you -- so you've been with the -- in some
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1| capacity or another serving within the power 1\wasthe limitation?
2| district the better part of 40 years? 2| A. 5percent.
3| A. Forty-four. 3] Q. And through those negotiations, it was
4] Q. Forty-four years. And let'stalk -- 4|doubled to 10 percent?
5|let's follow-up on Mr. Texd's question as to the 5| A. Correct.
6| contract. 6| Q. Andasyou sit heretoday, again, 44
7 There was a previous contract, again, 7|years of experience, isit your expectation that
8|through the GNT, but let's keep them out of it for 8| NPPD is going to again negotiate early?
9|the moment. Y ou buy your power from NPPD? 9 A. Yes itis. Most definitely.
101 A. Right. 10 Q. And, infact, has Tom Kent or the CEO of
111 Q. Andhow many years wereremaining onthe |11|NPPD already reached out to you?
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prior contract when you negotiated the new
contract?

A. | wantto say eight.

Q. Okay.

A. Eight years.

Q. So approximately eight years early, NPPD
started negotiations and -- and then presented
this new contract?

A. | would say they started the education
process. The contract negotiations probably
started ayear and a half later.

Q. Okay. And under the prior contract,
what was the percentage of renewables, qualified
local generation, that you could purchase? What

25

A. Yes, hedid.

Q. Andwithout getting into the specifics
of your conversation with Mr. Kent, isit your
understanding that if this goes forward, you will
be negotiating almost immediately?

A. Correct. Yes. Mr. Kent indicated that
that would be an option because of the different
business model that Platte River would offer.

Q. Andto makeit very clear for Nebraska
Power Review Board, obviously NPPD might be the
largest stakeholder, and they are not objecting to
this merger?

A. Mr. Kent'scomments to me, along with
the --

1
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MR. DEGAN: Wéll, I'll object to

hearsay. | mean, the standpoint of we are getting
in third-party testimony.

MR. JARECKE: Rules of evidence do
not apply.

MR. DEGAN: Okay.

THE WITNESS: | will tell you that
Tom Kent has told me to my face that he would help
me in whatever manner we needed to achieve the
merger, that he would -- that he was welcoming it.

MR. JARECKE: Thank you.

HEARING OFFICER TEXEL: | -- |
would just note for the record that thereis no
petition intervention filed by Nebraska Public
Power District, just as a matter of fact in this
proceeding.

MR. JARECKE: Thank you.
BY MR. JARECKE:

Q. Again, Gwen, | want to call upon your
experience within the power industry. There's
been alot of discussion and, frankly, probably
some confusion how peak shaving works.

Why isa-- again, also a question we
want to answer iswhy is this good for Central ?
And it's -- it's probably easier to -- to describe

. . Page 580
particularly to a Power Review Board that is more

educated and familiar with the power industry.

But my question to you isasit relates
to the utilization of Central's hydros and how
that ultimately is going to be power potentially
purchased -- purchased is kind of atechnical
term -- but it will be serving, again, the new
customers that would be of this Platte River, why
isthat good for Central?

A. [ would tell you that the construct of
how the hydropower has to use water, and it hasto
be moving water in order to generate power and
that water has to go somewhere, which it does all
the way to Phelps and Kearney County, isan
important aspect because it just fits.

They -- the high use areas or high load
areas is going to be July/August kind of thing and
that's when irrigators are pouring water to their
corn, their beans, and it's an important facet of
al of it. It -- it actualy islinked.

Q. Okay. Let'stalk about your customers
for aminute to help lay some foundation for that.

In terms of how many meters at Dawson?

A. We have about 24,500.
Q. And approximately how many of those
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1|meters are attributable to irrigation customers? 1| A. Absolutely.
2| A. About 24 percent. 2| Q. And we should point out, by the way,
3| Q. About 5800 meters -- 3|that water doesn't just jump out of canals. Those
41 A. Yeah, 5,800 irrigators, correct. 4lirrigators are going to use el ectric pumps also to
5| Q. Andwedon't have apretty chart to put 5|transfer water out of those canals?
6 |up on the board. But if we looked at this, we 6| A. Yes
7|would see aload for Dawson that peaksin the 7| Q. Soeverybody isconsuming electricity or
8 |summer and then drops back down. 8|at least some fuel sourceto --
9 9

And, again, that peak is -- coincides
with the irrigation season?

A. Correct. Andyou could seethat on
Dawson's website any time.

Q. Okay. Andif -- and aswe -- aswe
looked at the revenue charts for -- for Central,
asit stands alone today, again, their peaksin
terms of production might also correspond to those
exact same months?

A. Correct.

Q. And so -- but ultimately, when those
hydros are operating at their peak efficiency --
or maximum capacity, let's use that term, it
coincides with the irrigation season?

23] A, ltdoes. 23|they want? How many days --
241 Q. Soyour demand matchestheirrigation 241 A. Correct.
25| season? 25| Q. What hours. And, again, ultimately

A. And we're happy.

Q. Youwant -- you're looking for most
efficiency. But asanonprofit, you're not
looking -- you don't focus on maximizing profit?

A. Actualy we are tasked with low costs,
and we -- that is a statutory word that is used.
And thisis public power, and we are not for
profit.

So we do not focus on revenue
"marger" -- | don't know what the word was you
used.

Q. Okay. So-- and, again, just -- just a
little bit more on load control. Y our customers
have the option of deciding how much load control
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that's dl to allow them control in terms of what

control they wish to be subject to.

A. Yes. We have about five different
control options. And they are financialy
incentivized in order to let them choose what's
going to work for them and their model.

Q. But the reason you do that load control
isagain to -- to lower your fees?

A. Yes

Q. And ultimately, to follow that up, to
lower your peaks and thereby deliver the lowest
cost energy possible to your customers?

A. Yes, that's absolutely right.

Q. Andwetaked about these irrigation
customers and, again, this peak that Dawson has,
does that trandlate in about 35 percent of -- of
Dawson's revenue?

A. In 2022, it was 35 percent.

Q. Okay. Andit'safair point that a
drier year is going to produce more revenue than a
wetter year?

A. Yes.

Q. And--

A. Andthe wetter year, less money.

Q. Yes. Okay. I'mgoing to back you up,

. . i Page 584
Gwen, to, again, this process. And back in

February of 2022, there was a -- therewas a
meeting and a presentation.

Do you recall the meeting and facts and
circumstances surrounding, | believe, related to
phase -- Exhibit 21 is before you.

A. It'sthis--
MS. KREIFELS: Yeah, right there.
A. It'sthis; correct? The phasetwo
report?

MS. KREIFELS: Presentation.

BY MR. JARECKE:

Q. Presentation.

A. Presentation.

Q. Not report itself.

A. Yeah, it'sthe presentation. Okay. So
in February, there was ajoint board meeting in
Kearney in which both boards were present, all
management teams were present, and we had guests
present as well.

Q. Okay. Public meeting, we've aready had
some testimony on --

A. Uh-huh.

Q. --whowasall present -- present,
excuse me, and those discussions that took place.
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1 During this presentation, was there an 1 HEARING OFFICER TEXEL: Wasthat

2 |actual meeting -- well, there was a meeting -- a 2 | because the vacancy was considered a no?

3| determination made by your board as to whether or | 3 THE WITNESS: Oh, I'm sorry. No.

41 not it would move forward? 4| The vacancy would have been nine to two then

5| A. Not at that meeting. 5 | because the vacancy would be ano.

6| Q. Okay. Subsequent to that February 3rd 6 HEARING OFFICER TEXEL: And there

7|Kearney meeting, at your next board meeting, did | 7|is eleven total members --

8|your board then convene? 8 THE WITNESS: Eleven tota

9 A. Yes 9 |directors.
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Q. Okay. And, again, did they determine to
move forward with phase two?

A. Yes

Q. Okay. That was after the presentation,
| believe, by Mr. Eric Sonju asto what he
highlighted as the values attributable to this
potential merger?

A. Yes

Q. And, again, was that decision by your
board unanimous?

A. No.

Q. Okay. What was that vote?

A. | think it was -- we had a vacant board

HEARING OFFICER TEXEL: Okay.
THE WITNESS: Thank you.
BY MR. JARECKE:
Q. And then you move forward with a --
after the determination, moved forward with the
phase two. What was -- how was that process going
to go forward from there? Was it necessary to put
a steering committee together?
A. Oh, okay. Thank you. Yes.
Because the -- after phase two, phase
three was going to involve addressing some of the
more difficult aspects of a merger, one, and the
top one, being board governance.

25

members that has -- had expressed that the merger
may not be in the best interest of the district.

23| seat at that time. So | want to say that it was 23] Q. Okay. You understood from the get-go
24| probably nine to one. 24| and was highlighted, | believe, in that
25| Q. Okay. 25| presentation, that bringing this board together to
Page 587 Page 588
1|act inthe best interest of these customers was 1| Q. Okay. And-- but you thought it was
2| going to be a challenge? 2|important to have that voice help steer this
3| A. Absolutely. 3| committee?
41 Q. Andyou know from your days at Custer 4 A. ldid.
5|that even deciding what color to paint the pickup 5| Q. Andintermsof that process, and,
6 | can be debatable amongst the board. 6|again, Exhibit 21 that is before you, Director
7| A. Buying -- buying apickup is debatable. 7| Reida had asked some questions about, we
8| Q. Fordor Chevy. We understand. 8| ultimately get kind of to the new management --
9 The -- but in terms of the steering 9 |management structure of how thislooks like.
10| committee, what was important to how you were 10 Director Reida's questions were twofold.
11| going to compose that steering committee? Did you |11|One, that there is going to be this conflict
12| want all yes votes? 121 amongst your employees and this conflict amongst
13| A. Oh, no. And we started off with just 13| management.
141looking at our executive committee. And | know 14 Address that question, please. Do you
15| Devin had his choices allittle differently. 15 |feel there will be aconflict?
16 And theniit -- it really meant that we 16| A. I donot. Throughtwo and ahalf years,
17| needed to broaden that. And | was-- | have 1711 have discovered that Devin's management style
18 always been in favor of adissenting voice on 18| and my management style are not only
19| anything that I've done. 19| complimentary, but they are consistent, and they
20 Because otherwise, without that 20 are -- they just seem to mesh real well.
21| dissenting voice, you do not hear or see the whole 21 So when we decided to take alook at an
22| picture. 22| organizational structure, which was going to be
23 And so we brought in one of our board 23| part of phase three, we let our management team
24 24

put the organizational structure together and
that's how they came up with this, with the --
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1lwith theinstruction that it would be a 1\ NPPD retail town?
2| co-managing. 2| A. Kearney isaretail town. And | would
3 Co-managing was never intended to be a 3| absolutely throw afit if | thought | was
4| permanent option. It was always intended to be a 4|subsidizing what they were doing in Kearney.
5|transitionary stage. Primarily because | was 5| Q. Andyou trusted NPPD and the board of
6 |looking forwarding to retirement. But we do want 6| directors, one of which isin the room today,
7|aconsistent leadership in order to get the 7| appropriately allocating those resources and
8| company off the ground. 8|charging appropriately for those wholesale costs?
9 9 A. ldo.
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So when we looked at these pieces, these
departments or divisions as you will call them,
they -- and Chairman Reida will identify with
this -- they are not much different than what NPPD
is tasked with.

They have aproduction division. They
have distribution. They haveretail customers.
They have wholesaler customers. And none of them
seem to conflict.

They have worked that out well. That
would probably be agood model. | wouldn't take
on all of their stuff, but I like some of what
they've done.

Q. Solooking into the NPPD model, asa--
as Dawson again buys al of its wholesale power
supply from NPPD, you're not interested in
subsidizing Kearney down the road from you asa

11

Q. Andasyou -- any further discussion?
Again, the other conflict that | believe Mr. Reida
described with usis that there would be an
employee conflict.

Why do you -- do you agree with that?
Will there be an employee conflict?

A. 1 don't think thereis going to be an
employee contract -- or conflict. | can see some
element of confusion.

But Devin is going to manage what heis
aready managing, which would be the hydropower
and some of the land and |ease things.

| am going to tackle the distribution,
fleet and facilities, engineering, just like |
aways have.

And the soft servicesin the middle are
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no different than what NPPD has that are shared.

And we have our strengths even inside of those.

Q. And there would be an alocation of the
costs associated with those shared services?

A. Yes

Q. Andlastly on that, again, with 44 years
of experience, I'm not going to ask your age,
but --

A. Good.

Q. --you're probably not going to manage
this system 10 yearsinto the future. Let'sgo
with that number.

A. No, | am not.

Q. And your husband isin the room?

A. Yes. Yes. | amnot.

Q. Gwen, what we need to get back toin
terms of, again, the benefits attributable to what
we see with Central and why thisisin the best
interest of -- interest of that district.

And in terms of the value that this
brings to Central and in terms of the
opportunities that you believe, in your viewpoint,
of what this brings to Central, highlight those
for me. What isit that you believe those to be?
A. Three words come to mind right away, but

11
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they also apply to Dawson, and that is

flexibility, diversity, and -- lost my third one,
sorry.

But anyway, that flexibility and that
diversity and that political strength as being a
larger company that could be influential to
others, perhaps role model to others, could be
seen as a strength for moving this merger forward
for Central too. Economic development would be
another.

Q. And, again, your board has a philosophy
of utilizing debt, bond loans, whatever that
structure may be, to pay for long-term capital
improvements. That's been the board's phil osophy?

A. Wedo.

Q. And part of that philosophy isif we're
going to build an asset that's going to be
utilized for 50 years, we want 50 years of -- or
at least 30 years of customersto pay for that
asset?

A. That's absolutely correct.

Q. Itwould be -- from your viewpoint and
at least your board's viewpoint -- unfair to make
today's customer pay for that assetina--ina
single check?
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1| A. AndI would say that that is probably 1|debt service, the annual debt service of that is
2 |the standard approach that most public power 2|roughly 4 million, | believe?
3|districtsin Nebraska do. 31 A, ltis.
41 Q. Sooneof the strengths, and I'm asking 41 Q. Okay.
5|if you seeit asafinancial strength coming to 5| A. Andyouwant meto takealook at --
6|Central, again as result of the assets -- 6| Q. At--
7 And before | get to that question, we're 7| A. --ourannua revenue?
8|going to talk about TIER for asecond. | wantyou | 8| Q. Yes, which | believe you have margins of
9|to describe what TIER isfor the benefit of the 9 |roughly 12 million dollars?

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

board. Times--

A. Time Interest Earnings Ratio.

Q. Okay. And Dawson doesn't magically use
that, per se?

A. No.

Q. But you use what terminology?

A. We use debt service coverage. It means
moreto me. It certainly means more to my board.

Q. Okay. Andlet'sjust -- again, we're
not going to get into an accounting discussion,
but --

A. Good.

Q. But debt service -- so collectively,
Dawson has roughly 50 million dollars of debt?

A. Fifty-four.

Q. 54 million dollars of debt. And the

25

A. Yes.

Q. Andsol believethat givesyou aratio
of four?

A. Four. It does.

Q. And sofrom aviewpoint, if you were
going to -- you, meaning Dawson -- going to the
market, what is the viewpoint, to the best of your
knowledge, of what the market finds attractive as
aratio?

A. Inmy history with bonding, they -- they
have atendency to look at aratio of at least
two.

Q. Okay. So the benchmark, if you will, is
aratio of two, and your twice as good as that?

A. Yes

Q. And, again, there was earlier discussion

1
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3
4
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. . . . Page 595
with a prior witness and questions from counsel

that -- that your margins are only projected to be
3 million dollars down the road.
Help clarify that. Why isthat
projection -- first of all, do you agree with that
projection?
A. Actualy | do agree with it, but there
are circumstances behind that.
Q. Okay. Explain those circumstances.
A. The model --
Q. AndI'mgoingto-- | apologize. We're
going to turn you to the exhibit to help.
A. Isthat the page 547
MS. KREIFELS: No.
MR. JARECKE: | believeit's
twofold.
HEARING OFFICER TEXEL: What
exhibit?
MS. KREIFELS: 22.
MR. JARECKE: Whoopsie daisy.
MS. KREIFELS: Good job. I'm going
to take these ones so you don't mix them up.
MR. JARECKE: So Exhihit 22.
HEARING OFFICER TEXEL: Dave?
Mr. Jarecke?

. Page 596
MR. JARECKE: Right.

HEARING OFFICER TEXEL: Hold on
just asecond. That little tripod is about ready
to come off the desk. Thank you.

MR. JARECKE: Therewe go.
BY MR. JARECKE:

Q. | believe your -- you have now opened
Exhibit 22, and you were turning to page 51. If
thereis confusion, it's Table 24, Dawson LRFF
Summary. Areyou on that page?

A. |am.

HEARING OFFICER TEXEL: What page
number?
MR. JARECKE: 51inmine.
THE WITNESS: Table 24.
MR. JARECKE: Table 24 isthe key.
HEARING OFFICER TEXEL: Okay. Yep.
MR. JARECKE: Hopefully we're
consistent on that page.
MS. KREIFELS: 21.
MR. JARECKE: Okay. Arewe there?
Okay. Good.
BY MR. JARECKE:
Q. Gwen, so directing you to Table --
MS. KREIFELS: Sorry. 22.
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1/BY MR. JARECKE: 1 A. --isgoingto do.
2| Q. Exhibit 22, page 51, Table 24, just the 2| Q. Fair enough.
3|Dawson summary. And, again, therewere-- I want | 3| A. Ever.
4|you to explain at least your understanding of this 41 Q. So--butit'swiththat flat cost
5|table and the inputs that were utilized to -- to 5|associated with thistable, again as Mr. Sonju was
6 | make these projections. 8 |instructed, is why your -- your income appears to
7| A. Power Systems Engineering was tasked 7 |be reducing?
8|with creating this financial forecast without 8 A. Yes
9| benefit of us doing any rate increase. 9 Q. Becauseyour cost will, in fact,
10| Q. Okay. Andin fairness, Dawson hasn't 10|increase?
11|had alot of rate increases lately? 11 A. They will.

12
13
14
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16
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A. We have not.

Q. Isit--did you actually instruct
Mr. Sonju to not include arate increase?

A. |ldid.

Q. Okay.

A. Because that would give us the option of
looking at aworse case scenario.

Q. Butinall practicality, if NPPD raises
itsrates, you'll have to raise your rates?

A. | must raise my rates.

Q. Andisthat your expectation before

12
13
14
15
16

18
19
20
21
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Q. Labor isgoing to increase?

A. And that'sreflected in here.

Q. Yeah. Sowe show the cost side
increasing but the revenue side staying flat?

A. Yes

Q. And, again, | guessit will be up to the
board, but they might increase costs just so that
your margins would stay consistent with your
previous history?

A. They would probably start looking at
that drop and then ask to reevaluate using a cost

25

fair, most of the benefits go to Dawson.
L et's go back to math for a minute.

2312030? 23| of service study.
24 A. | don't know what NPPD -- 24| Q. Fair enough.
25| Q. Right. 25| A, And maybe gquestioning my management
Page 599 Page 600
1|style. 1|54 --
2| Q. Okay. Andtherewas-- Gwen, if | can 2| A. 5,800irrigation accountsthat is --
3|have you turn to page? 3|that isbringing in 35 percent of my revenue.
4 MS. KREIFELS: Oh, | took it back. 41 Q. Butintotal, you've got 24,500 meters?
5 MR. JARECKE: Or Exhibit 21. 5 A. 1do.
6 MS. KREIFELS: | know | just -- 6| Q. All 24,500 meters are paying customers
7 THE WITNESS: Shetook it from me. 7|to Dawson?
8 MS. KREIFELS: | did. I'm sorry. 8| A. They absolutely are.
9 MR. JARECKE: It's coming back. 9] Q. Andthe-- onthe-- onthe Central side
10|BY MR. JARECKE: 10| of that, | think it's roughly 1500 -- 1100
11} Q. Thiswill be Exhibit 21. Again, hereis 11\irrigation customers that are paying towards those
12\where | think we have a page discrepancy. 12|irrigation services?
13 | think -- | think the witnessis on 13 A. Yes
141 page 54, but some of the participants might beon |14| Q. Sojust from aproportiona standpoint,
151 page 52. It's the Consolidation Assessment, 151 we would expect 24,500 meters to bring in more
16| Financial Model Results. 16| revenue than 1100 meters?
171 A. 1 havethat infront of me. 171 A. That -- that would be a correct
18| Q. Youdo; right? 18| assumption because it would.
199 A. Yes 190 Q. Okay. Soas--isityour opinion then
201 Q. Okay. I'mgoing to let everybody catch 20| that with respect to Exhibit 21 that any
211up and make sure the -- again, there were 21| disproportionality or suggestion of that kind
22| questions of aprior witness as it relates to -- 22| really is anumbers game because you've got alot
23| or asuggestion at least that, hey, thisisn't 23\ more meters?
24 24 A.

It isanumbers game.
Q. Gwen, we're amost done here, but | want
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11to go back to peak shaving for amoment. And | 1|rolling average provided by the GNT and NPPD.
2| think the board has some familiarity with that 2| Q. Soagain, just today, today's present
3| concept. 3| facts without any contract modification.
4 But | do want you to hit upon just 4 How will you be able to use -- utilize
5| momentarily, again, how -- and we're going to 5|that hydro to the -- to the benefit of
6 | operate with just the assumption again, maybe NPPD | 6| ultimately -- or initially Dawson customers, but
7|is going to give you greater flexibility, but 7|then how that benefit will be shared with Central
8|we're going to operate with today's facts. 8| customers?
9 9
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A. Okay.

Q. Today'scontract. You'relimited to 10
percent, qualified local generation, to bring that
in.

(Court Reporter clarification.)
BY MR. JARECKE:

Q. Ten percent of your load can be utilized
by qualified local generation. And -- and the --
was it the Johnson -- which -- which hydro?

A. Jeffrey.

Q. Jeffrey. Thank you. The Jeffrey plant
matches that rather nicely.

A. Itdoes.

Q. 20 megawatts from that plant is

A. Ultimately that -- what to do with that
20 megawatts will become a board decision. They
can choose to effectively reduce our peak by 20
megawatts, which shows the savings that is
reflected in Power System Engineering's report; or
they can choose to allow irrigators to run more,
effectively making our meters spin, and that could
have a different financial benefit; or if the
market were high or at least what | deemed a
greater benefit outside of irrigation, it -- that
20 megawatts could go to the market.

Q. Theboard will have the flexibility
to -- to utilize that power or -- or to release it
to maximize its best return?

25

A. Yes. The petition wasfiled to dissolve

23| gpproximately what Dawson can utilize asitslocal |23  A. That's exactly right.
24| generation? 241 Q. And -- but assuming for the moment that
25| A. Andthat -- that figure isafive-year 25 it would be utilized within the el ectrical
Page 603 Page 604
1\ division of this newly merged entity, Platte 1| and that -- that Petition to Dissolve isrealy
2| River, isit your understanding that whatever cost 2| actually for the greater good of the Platte River.
3|is associated with that power purchase would -- 3| Q. Andwith the petition, if this merger
4|would still be accounted for within the Central 4|consolidation is approved, Dawson will cease to
5| hydro division asif they were paid? 5|have any assets or liabilities after this plan of
6| A. Oh,yes,ithastobe. 6| consolidation is effected?
7| Q. And, again-- 7| A. Thatiscorrect.
8| A. | mean, everybody has acost of doing 8] Q. And, lastly, Gwen, do you believe this
9| business model. 9| merger to be the best interest of the Dawson
10 | mean, if I'm buying a shirt retail, | 10| customers?
11]know that the -- the store paid half of what | 111 A. ldo.
12 |have to pay. Somebody had to pay for it. 12| Q. Anddoyou believethisto beinthe
13| Q. And, again, you don't see that model 13 |best interest of the Central customers?
14 redlly differently than the retail division of 141 A. ldo.
15| NPPD and the purchasing power from the wholesale |15 MR. JARECKE: | have no further
16 |division? 16 |questions.
17 A. | donot. 17 HEARING OFFICER TEXEL: Mr. Degan.
18] Q. Gwen, well just, | think, close up with 18 MR. DEGAN: Yes. Counsdl, beforel
19 |the -- Dawson, in fact, did file a Petition to 19 |begin cross, we had to pull exhibits back and
20| Dissolve. 20| renumber them yesterday.
21 And why did Dawson -- again, just 21 But in order to facilitate so |
22| narrowly focused on your Petition to Dissolve -- 22| could publish to the board, I'd like to go ahead
23 |you understand that was filed with the Power 23| and make the offer of our exhibits pursuant to our
24| Review Board? 24 | tipulation. So I'll pull out Wendell's report.

MR. JARECKE: No objection.
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1 MR. DEGAN: Should be easy to find. 1 THE WITNESS: In the analysis that
2 BOARD MEMBER REIDA: While he's 2|was done, yes.
3|doing that, can | ask acouple of questions? 3 BOARD MEMBER REIDA: So your --
4 HEARING OFFICER TEXEL: Sure. 4 |your fair market value equals your book value?
5 BOARD MEMBER REIDA: Sothefirst 5 THE WITNESS: In an assumptive
6| question, as you said that the debt being assumed 6|world in order to do apples to apples, that's how
7|is about 54 million? 7|it was approached. If | had to do replacement
8 THEWITNESS: Yes. Yes. 8|value, it would be different.
9 BOARD MEMBER REIDA: What'sthe 9 BOARD MEMBER REIDA: Wéll, when you
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basis of the assets that are being transferred?

THE WITNESS: I'm sorry. | don't
understand the question. Y ou mean the 247 million
dollarsin net plant?

BOARD MEMBER REIDA: Isthat -- is
that your basisin that -- in those assets?

THE WITNESS: Those are-- that is
my net plant valuation, yes. A depreciated --

BOARD MEMBER REIDA: Isthat -- is
that like your book value?

THE WITNESS: | don't know what
"book value" means, but | would say yes.

MR. JARECKE: Yes, | believe so.

put -- when you put a new distribution systemin
somewhere in your system, how do you put that on
your books? Do you put -- start it off at fair
market value?

THE WITNESS: Yes. Andit would be
capitalized and expense, depending on -- depending
on the material, the labor, all of that.

BOARD MEMBER REIDA: Okay. And
then do you go through a depreciation process?

THE WITNESS: Wedo.

BOARD MEMBER REIDA: And that's how
you come up with your book value?

THE WITNESS:. Yes.

25

my question, you would -- you had indicated

23 BOARD MEMBER REIDA: Andisthat |23 BOARD MEMBER REIDA: When you're --
24| also your fair market value when -- in this 24 |when you're looking at -- and especialy in the
25| analysis that was done? 25| position you're in -- you are the person in charge
Page 607 Page 608
1| of your organization? 1|that -- that 20 megawatts could either be used to
2 THE WITNESS: | am. 2| offset the NPPD -- or your GNT contract, the peak,
3 BOARD MEMBER REIDA: Andwhenyou | 3|but you said you could also potentialy sell it
4 |think about splitting that, what -- what conflicts 4| out into the open market?
5|do you anticipate? 5 THE WITNESS: That would be a board
6 THE WITNESS: Devin and | worked 6| decision, yes.
7| together for two and a haf years now, and we have 7 BOARD MEMBER REIDA: And so that
8| complimentary and compatible management styles. 8|would be -- that would not be a decision made at
9 And | would say that my experience 9| the management level? Y ou would have to take that
10|in the distribution, engineering, and fleet and 10 |to the board?
11| facilities would make me over that area very 1 THE WITNESS. Yes.
12| eadily. 12 BOARD MEMBER REIDA: Would that be
13 And his experience with hydro 13 |like on a day-to-day type thing?
14| generation, irrigation, and land and recreation 14 THE WITNESS: No. Wewould receive
15 | and that stuff would make him strongly lead there. 15 | guidance from the board based on setting up
16 And we would split the soft 16 | criteria about the valuation of a megawatt.
17 |services. And we actually even both have 17 BOARD MEMBER REIDA: So you would
18 |strengths there. In soft services, I'm proficient 18 |just be -- you would be executing as a -- you
19 |at HR; he's proficient at natural resources. 19|would be executing a board directive?
20 And we would have two CFOs that 20 THE WITNESS: That's correct.
21| would probably stay the way they are until one CFO 21 BOARD MEMBER REIDA: Okay.
22| retires, which is not too long. Did | answer your 22 HEARING OFFICER TEXEL: All right.
23| question? 23 |Mr. Degan.
24 BOARD MEMBER REIDA: Wédll, | guess 24 MR. DEGAN: Yeah.

(Discussion had off the record.)
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1 HEARING OFFICER TEXEL: Let'stake | 1 (At 2:22 p.m., with al parties present
2labreak and go in recess for five minutes, try to 2| as before, the following proceedings were had,
3| get thistaken care of. 3|to-wit:)
4 (2:06 p.m. - Recess.) 4 (Exhibits 48 to 70
5 5 marked for identification.)
6 6 HEARING OFFICER TEXEL: So go back
7 7|on the record.
8 8 MR. DEGAN: Thank you. And thanks
9 9
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for everyone's patience. We will at thistime,
the Protestants will offer Exhibits 48 through 61
and 63 through 70.
MR. JARECKE: No objection.
HEARING OFFICER TEXEL: And | will
accept Exhibits 48 through 61 and 63 through 70
into the record.
CROSS-EXAMINATION
BY MR. DEGAN:
Q. All right. Good afternoon.
A. Hey.
Q. You testified that Dawson has no
shareholders; right?

25

respect to wholesale power, the interests of
Central and Dawson at |east currently are at odds?

22 221 A. Wedo not.
23 23| Q. Butyou do have ratepayers?
24 241 A. Wedo.
25 25| Q. Andyou -- you operate your district for
Page 611 Page 612
1|the benefit of your shareholders. 11 A. I would say they're no more at odds than
2| A. Wedon't have shareholders. 2INPPD's production and retail customers are.
3| Q. Excuseme. Of your ratepayers. 3| Q. Wadl, okay. But Central, their
41 A. Okay. Yes, wedo. 4| objectiveisto sell their hydro-generated
5| Q. And oneof your missions, among others, 5| production at the highest price it can get;
6|isto deliver reliable electric power at the 6 |correct?
7|lowest possible price. Would you agree? 71 A. l'would say yes.
8| A. Sdfdy,yes. 8| Q. Sametoken, Dawson'sinterestsareto
9 Q. Safely. Andreliably. Okay. But 9 | obtain the lowest cost wholesale power?
10| Central also hasits own ratepayers. Agreed? 101 A, Yes
111 A. Yes 11| Q. Okay. But onday oneat the
12} Q. Okay. And Centrd sdllsits 12| consolidated entity, both the management team and
13| electricity; correct? 13| the directors will have to find away to make both
141 A. Correct. 14| of those competing interests work?
151 Q. Andyou buy the electricity that you 151 A. I'mnot sureit'son day one, but | -- |
16 | need to supply your native load? 16 | can see that that would be part of an agendaitem
171 A. From NPPD. Not from Central. 17| that they need to talk about.
18| Q. Understood. 18| Q. Andonday one, Dawson isonly ableto
191 A. Okay. 19| utilize power from one of the hydro units, the
20| Q. Becauseright now Central is selling the 20| Jeffrey unit?
21| power fromits hydros down into Kansas; correct? 21| A. We cannot use the hydro unit until 2024.
221 A. Yes 221 Q. Until 2024. But you can't use any of
23| Q. Andwould you agree that at least with 23| the Johnson units until at least 2035; correct?
24 24| A. That'scorrect.

Q. Okay. If | can have you turn back to
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11Exhibit 35 first. 11 A. 35percent of our revenue was 71 million
2l A. Whichone? Isthat my 12 values? 2|dollars. So I'm going to say roughly 23 million.
3| Q. That'syour 12 values, yes. Thankyou. | 3| Q. Isthissurfacewater irrigation or
4|Doyou still have that in front of you? 4|groundwater irrigation?
5 A. ldo. 51 A. Groundwater.
6] Q. Ijustwantto go through this quickly. 6] Q. Okay.
711 think you testified on your first value, local I A. Butl don't differentiate between them.
8|control, that currently exists both for Central 8| Q. Wadll, they come from two different
9 9

and Dawson; right?

A. It does.

Q. Okay. Two, vertical integration. There
may be a potential in the future to more fully
vertically integrate, but at least until 2035 the
only -- only vertical integration that can occur
isfor the 20 megawatt Jeffrey unit?

A. If you're only talking about power, yes.

Q. Okay. But you currently don't have
any -- any surface water irrigators?

A. Yes, wedo. | just don't know how many.

Q. Okay. Approximately how much of your
revenueis from surface water irrigators?

A. That | wouldn't know either. | can -- |
can lump it altogether asirrigators and that's
it.

Q. _Give me an approximation.

Sources.

A. | agree.

Q. They may be hydraulically --
hydraulically collected -- or connected, but they
are separate. Yes?

A. Yes.

Q. And the revenues that Dawson derives
from groundwater irrigatorsis by virtue only of
the sale of the electricity that turns those
pumps?

A. Yes.

Q. You're not charging them for the use of
the groundwater?

A. No.

Q. Four, we talked about the 1.5 million
dollarsin savings annually that has two main
components. One is the avoidance of the power
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Page 615
purchase cost of the 20 megawatts from Jeffrey;

correct?

A. Yes

Q. And then the other component would bein
the employee benefits savings and administrative
savings?

A. Yes.

Q. All right. Now, that's |ess than what
was originally forecast when the phase one portion
of this study was completed. Would you agree?

A. | believe so, yes.

Q. Okay. That wasmore -- it was
anticipated at least at phase one that the savings
would comein around 4.8 million?

A. I'm going to have to take your word for
that because | can't quite remember that one.

Q. Okay. Balpark, doesthat sound --

A. Okay.

HEARING OFFICER TEXEL: Canl
interrupt?

MR. DEGAN: Yes, please.

HEARING OFFICER TEXEL: | just
think for logistics, if you could move the
microphone closer to you. When you lean back,
you're several feet away.

Page 616
And | think that's one of the
problems with it picking up. When you lean
forward, | can hear you louder.
MR. DEGAN: All right. We'll give
this a shot.
HEARING OFFICER TEXEL: Thank you.
BY MR. DEGAN:

Q. Intheway that this process, this phase
process, either district could walk in between
either phase?

A. Correct. And it would only take one
district to make that decision for it to go all
fold.

Q. Bothdistricts had to turn their keys,
so to speak, at the end of each phase?

A. They did. Butif one district voted no,
we were done.

Q. Okay. Wasthere any discussion of
either district walking away when the phase two
report came in demonstrating that the anticipated
savings were going to be significantly lower than
was originally anticipated?

A. Not to my knowledge.

Q. Okay. There was no discussion to that
effect on your board?
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11 A. I canonly speak for my board. 1| Q. Okay. Well, because you're going to
2| Q. Okay. Butthat wasin February of 20227 | 2|avoid apretty significant chunk of your operating
3 A, Yes. 3| costs; right?
41 Q. Allright. Andyou had testified that 41 A. No, not related to buying hydro.
5|the phase two portion of the study was the deep 5| Q. Wadll, you're not having to purchase the
6|dive that had alot of the detail that we've been 6 |power. So it's an operating cost avoided --
7 |talking about over the last two days? 7l A. Oh,yeah. I'msorry. Yes. Thank you.
8 A. Yes 8| Q. Okay. You agreewith me on that point?
9 o A. ldo.
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Q. Whereas the phase one was fairly high
level?

A. Uh-huh.

Q. Allright. So avast portion of the
first year of this process, weredly didn't have
much in terms of the detail that starts showing up
in the phase two report. Would you agree?

A. | would agree.

Q. All right. Thefifth value of the
merger addresses rate stabilization and resource
management.

Asfar asrate stabilization is

concerned at least from Dawson's perspective, and
you've touched on this, is the avoidance of either
having to raise rates or at least minimizing any
rate raise?

A. That and controlling operating costs.

Q. All right. Relatively speaking, what
is-- what are Dawson's average kilowatt hour
costs vis-a-vis say the Nebraska average?

A. I'mgoingto say 10.2.

Q. Soisit--isit your testimony that
you're higher or lower than the Nebraska average
for kilowatt hour costs?

A. Thewhole state averageis 10.8.

Q. And arethose -- is that 2020 numbers,
2023?

A. | think it was 2022 from the Energy
Information Administration, I'm thinking.

HEARING OFFICER TEXEL: Could
it be -- could it be agency?

THE WITNESS: Agency. Thank you.

HEARING OFFICER TEXEL : EIA --
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Page 619

THE WITNESS: EIA.

HEARING OFFICER TEXEL: -- iswhat
you'rereferring to. Energy Information Agency.

BOARD MEMBER GOTTSCHALK:
Administration.

HEARING OFFICER TEXEL:
Administration?

BOARD MEMBER GOTTSCHALK: | think
so. | could be wrong.

THE WITNESS: | only refer toit as
EIA.
BY MR. DEGAN:

Q. Okay. Sothat would be -- those are
federal numbers?

A. Yes

Q. Yeah. Energy Information something.

HEARING OFFICER TEXEL: Yeah,
either agency or administration. | don't think
it's pertinent to this.

BY MR. DEGAN:

Q. Thesixth point is serving Central
Nebraska. | think you touched on this. And |
believe you agreed that both Central and Nebraska
are -- are already serving Central Nebraska?

A. I'msorry?

Page 620

Q. Wwadll, thesixth --

A. Yes.

Q. --vaue of the merger is serving
Central Nebraska; right?

A. Yes

Q. Central isdoing that right now.

A. No. A large part of their power is
going to Kansas.

Q. Wéll, but they're serving their
irrigation customers --

A. Yes

Q. --inNebraska. So areyou saying that
you're just looking at point six from aretail
electricity standpoint?

A. |l was, yes. Thisis-- these are my
values.

Q. Fair enough. Point seven, a purchase
power agreement versus merger. You're currently
in negotiations for potential PPA with sellers,
producers?

A. Forthe 20 --

Q. With -- with Central. For the 20 --

A. -- megawatt? Yeah, I'mnotin
negotiations. | have submitted an RFP.

Q. And you aso have the ability to
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1| continue purchasing your full requirements from | 1 |merger, would it?
2|Nebraska GNT? 2| A. No,itdoesnot.
31 A. ldo. 3| Q. Your eeventh point says, move
4l Q. Soitiscertainly possible that the 4|forward --
5| benefits that could be derived from the peak 5 BOARD MEMBER HUTCHISON: Canyou
6| periodsin July and August, those could be 6 | explain the point 10 before we go to 11?
/| realized between the parties by negotiating a ! THEWITNESS: Okay. Currently
8 power purchase agreement? 8| Central does belong to the Southwest Power Poal,
91 A. They could. Anditwould -- it would 9| and Dawson does not have that ability. Okay?

10
11
12
13
14
15
16
17
18
19

hold up for awhile. But usually they become
lopsided, and they're not flexible.

There is no way that we can -- there is
no way that we could make nimble, flexible
decisions in a contract environment. Because
obviously people don't like reopening those.

Q. Butyou've historically operated by
purchasing al of your power through power
purchase agreements?

A. Yes.

10
11
12
13
14
15
16
17
18
19

BOARD MEMBER HUTCHISON: Okay. And
what's the benefit of FERC Order 2222?
THE WITNESS: Thatis--thatis
being adopted for -- at 2024 -- I'm sorry -- 2022.
But 2024 is when they're going to start
implementing the basics of it.
And it would be the ability for
customer groups to aggregate their load and allow
that load to be sold into the market, if the
conditions or prices were favorable.

until the new board can adopt new bylaws, those

20 Q. And you've been ableto effecti\/ely 20 BOARD MEMBER HUTCHISON: And that's
21| manage Dawson through those contractual 21 |what you were referring to earlier in the previous

22 |relationships? 22| questions?

23 A. Yes. 23 THEWITNESS: Yes.

241 Q. Okay. Location, location, location. 24 BOARD MEMBER HUTCHISON: Okay.

251 Y ou know, that doesn't really change after the |25 | Thank you.

Page 623 Page 624
1|BY MR. DEGAN: 1| plans cannot be implemented or at least a number
2| Q. On11, moveforward or perish. Canyou 2| of the provisions within the plan cannot be
3touch alittle bit on -- by what you mean by that? 3|implemented?

4] A. Yeah, | can. Based onhow | view the 41 A. Idon'tknow that | agree. Becauseit
5|business world, if you're operating status quo, as Slisaguideline. And | believethatitis
6 |usual, normal, then you're behind. 6| something that our board signed and said they
7| Q. Butwhen| ask you -- when | asked you 7would do.
8 |about point 11 in your deposition, you made clear 8 Q. Okay. But you're not an attorney;
9|that it is not your position that Dawson will not 9| correct?
10 | survive absent this merger? 101 A, | amnot.
111 A. Wedo not need the merger to survive, 111 Q. Andyoudon't -
12| correct. 121 A. And]| don't want to be.
13| Q. Andit'snot your opinion that Central 13] Q. Wadll, that makes you wiser than me.
14 | needs this merger in order to survive? 141 A. Sorry, Charlie.
15| A. No, | don't know that. 151 Q. Allright. Butl takeit you don't have
16| Q. Youwouldn't have merged with Central 16| alegal basisfor opining whether it is binding on
17 |had they been in dire financial strait, | would 17| either district --
18| assume? 18 A. No.
19| A. Probably not. 19 Q. --ornot?
20| Q. Okay. You tedtified about the various 201 A. ldonot.
21| divisions that will be set up. There's certainly 211 Q. Okay.
22| some discussion of that in the consolidation plan, 221 A. | baseit off of honoring -- working
23 | but you agree that until -- unless and until the 23| with honorable men who keep their word.
24| Power Review Board approves of theamendmentsand (24| Q. And that's certainly the intention of
25 25| Dawson from your perspective?
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11 A ltis 11 A. | would agree.
2| Q. Allright. I'm going to have you turn 2| Q. Okay. Theentity itself isgoing to be
3|to Exhibit 44, which is the consolidation plan. 3|just one unitary silo?
4 MS. KREIFELS: You do not haveit. 4 A. Correct.
5 THE WITNESS: Oh, | don't -- 5/ Q. Allright. Well, there'sasentencein
6 MR. JARECKE: Just a second. 6 |the middle of thisthat sets up that "The revenues
7 MS. KREIFELS: Hold on. 7|and expenses of each financial unit shall, to the
8/BY MR. DEGAN: 8|extent it isfeasible to do so, and consistent
9 9
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Q. And there's been alot of testimony over
the last couple of days on Exhibit 44, and you've
been here for most of the testimony; is that
right?

A. I'vebeen herefor al of it.

Q. Okay. SoI'm not going to belabor any
pointsin here. Butif | could have you look at
paragraph 11, which describes the financia units.

A. Okay. I'm here.

Q. Yeah. It'son pagefive.

A. Yes

Q. AndI guess my -- my threshold question
is, again, do you agree that these are -- would be
paper divisions? Thisisfrom an accounting
standpoint. We're not creating separate
wholly-owned subsidiaries that would be owned by
some parent board of directors?

with all applicable state, federal laws, and
regulations, and in accordance with
generally-accepted accounting principles for state
and local governments be kept entirely separate.”
And then it goes on to state, "Revenue
of one financia unit shall not be used to pay an
obligation of another financial unit unlessit's
determined by the board of directorsto bein the
best interest of PP -- PRPPID and its customers
and is -- and is approved by the affirmative vote
of three-fifths of the directors of the combined
district." You see where| read that?

A. 1do.

Q. Okay. Sowe've set up an intention that
we are going to establish accounting divisions
with the goal of keeping revenues and expenses
separate between the divisions; correct?

1
2
3
4
5
6
7
8
9

10
11
12
13
14
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24
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A.

Q.

On paper, yes.
On paper.

A. Yeah.

Q. But nevertheless, the board will still
have the freedom to move revenues or expenses
between divisions provided that's-- itishy a
three-fifths vote?

A. Correct.

Q. That'swhat this provides?

A. Yes.

Q. Okay. And, again, thisall assumes that
thisisimplemented at the bylaw level. Would you
agree?

A. [would.

Q. Okay. However, there's some clear
flexibility put in here that there is no intention
that the combined board is going to tie its hands
with respect to these accounting divisionsiif it
deems necessary to make interdivisional transfers
of either revenues or expenses?

A. | would poseto you that tieing their
hands would take away some of their power, and
they should have the right to talk about it.

Q. Uh-huh. But it doesn't really tie their
hands. It just means they need more votes; right?

. Page 628
A. Oh, the three-fifths vote, yes.

Q. Wéll, thereason | point that out isthe
final sentence on paragraph 11 very clearly,
without any wiggle room, says, "Notwithstanding
the foregoing, the revenue of the Glendo and
Kingsley financial units may not be used or
approved for use to pay an obligation of another
financia unit.”

A. Yes

Q. Do you see where that's indicated?

A. | do.

Q. Sothe board has flexibility with
respect to interdivisional transfers aslong as
they have a three-fifths vote, but will not have
any flexibility of making interdivisional
transfers when it comes to Glendo and Kingsley?

A. That'swhat this says.

Q. Okay. And what's the significance of
Glendo and Kingsley?

A. Youknow, | can't speak to that exactly,
but | believe they are -- Kingsley obvioudly is
the hydro at Ogallala.

Q. Okay.

A. And | would say that it probably istied
contractually to adifferent entity.
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11 Q. Wadl, doyou have an understanding that 1|were asking for NPPD's perspective.
2|that's -- that's the power that NPPD is buying? 2 MR. DEGAN: Well, okay. Fair
3| A. |think so. 3 |enough.
41 Q. Okay. And could that be the reason why 4 HEARING OFFICER TEXEL: That's
5|NPPD is more comfortable with this proposed 5|why --
6| consolidation? 6 MR. DEGAN: Right.
7 MR. JARECKE: I'm going to object 7 HEARING OFFICER TEXEL: --if you
8|to the form of the question. It asksfor 8 |want to ask her perspective, you can follow that
9| speculation. 9| road.
10 MR. DEGAN: You may answer, if you 10|BY MR. DEGAN:
11 know. 11| Q. Wall, I takeit you don't know?
12 HEARING OFFICER TEXEL: Wdll, hold |12| A. I|donot.
13|on. | think it is speculative, but do you -- 13| Q. If I ask youif you do know, you're
14 THE WITNESS: | -- | have no idea. 14 | going to tell me you don't?
15 HEARING OFFICER TEXEL: Okay. 15| A. You'reright.
16 | So there is no persona knowledge from this 16| Q. Allright. Fair enough.
17 | witness -- 17 BOARD MEMBER GOTTSCHALK: Can|l ask
18 THE WITNESS: Thereisnot. 18 |you aquick question.
19 HEARING OFFICER TEXEL: --sol'll 19 Y ou know, as you read through the
20| sustain the objection. 20| language in paragraph 11, you do stop and don't
21 MR. DEGAN: | guess| would just 21| continue where it says, "Provided, however, that
22| ask for some latitude because she testified asto 22| said funds shall be repaid to the final --
23 |the 12 values of the merger from Central's 23 |financial unit owing said obligations pursuant to
24| perspective. So | think having -- 24 | the terms established by the board of directors at
25 HEARING OFFICER TEXEL: But you 25| the time of approval."
Page 631 Page 632
1 So just, Gwen, from your point of 11three-fifths vote, revenues could be diverted to
2 |view, does that mean that the only way those 2| pay down Dawson's debt, could it not?
3 |transfers can teke place isif thereisan 3| A. | supposeif that's what they decided.
4| obligation to pay them back to that financial 41 don't know that that would be prudent, but --
5|unit -- 5| Q. Okay. If | could have you turn to the
6 THEWITNESS: That's-- 6| allocation of benefitstable. That'sin exhihit,
7 BOARD MEMBER GOTTSCHALK: --to 711 believe --
8 | keep them whole? 8| A. Oh,isthatinthe--
9 THEWITNESS: That's exactly right. 9| Q. 21. Oh, I thought you were asking me a
10 BOARD MEMBER GOTTSCHALK: Is 10| question.
11 |that -- 11 HEARING OFFICER TEXEL: No, | was
12 THE WITNESS: And the terms could 12|waiting for you to state the number.
13|beinterest rate. The terms could be number of 13 THE WITNESS: Arewe out of the --
14| years, months. 14\we're off the plan of consolidation and back to --
15 BOARD MEMBER GOTTSCHALK: Could -- 15 MR. DEGAN: Yes, weare. Thank
16 | could they set the terms at no interest rate and 16 |you.
17 |you have a hundred yearsto pay it back? 17\BY MR. DEGAN:
18 THE WITNESS: | don't know. 18| Q. Soif you could turn to Exhibit 21, and
19 BOARD MEMBER GOTTSCHALK: Okay. 191it should be --
20|BY MR. DEGAN: 201 A. | don't havethat.
21 Q. Waell, thereisnothing in section -- 21 Q. -- either page 52 or page 54 at the
22| paragraph 11 that says that you couldn't, if the 22| pottom. It will say, Consolidation Assessment,
23| board voted it; correct? 23| Financial Model Resullts.
24| A. Correct. 24 HEARING OFFICER TEXEL: Gwen, it's
25| Q. And, for example, aslong as there was a 25 |this.
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1 THE WITNESS: Oh, I'm sorry. Yeah. 11 A. I'mgoingto say it would be the --
2|Okay. 2|the distribution service rather than the retail
3 HEARING OFFICER TEXEL: It'sthe -- 3| customers because that's the financial unit.
4 THE WITNESS: The presentation. 4 Q. Okay. Well, and your understanding is
5 HEARING OFFICER TEXEL: Combined | 5|that this-- rather than this bei ng based on
6 |Versus Consolidated Net Income Impact Areas. 6|revenues, it's based on the number of meters.
7 THE WITNESS: All right. 7| That was what --
8 HEARING OFFICER TEXEL: It'sa 8 A. Yes
9 |table. 91 Q. --cameoutinyour testimony.
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THE WITNESS: I'm with you now.
MR. DEGAN: Okay. Thank you.
BY MR. DEGAN:

Q. Soondirect, counsel asked you some
questions about the allocation benefits. And were
you here for the last witness when we went over
this section?

A. | was.

Q. Okay. And on the alocation of savings,
what the study is capturing hereis taking the
savings that we're going to realize from the
Jeffrey unit and from the other employee benefits
and administration savings, and determining how
they will be split between retail electric
customers and surface water irrigators. Do you
agree?

All right. But you don't dispute that
on this model the proposed distribution or
allocation of the savings would go -- would split
in favor of theretail electric savings, | believe
roughly 75 percent versus 25 percent to water
resource savings?

A. I'm not going to dispute that because
it'sascale. | mean, the electric side would be
bringing in more revenue.

Q. But the actual mechanisms of the savings
are being brought in more from the Central side;
isn't that true?

A. | don't know.

Q. Well, Central isgoing to be
contributing it's Jeffrey hydro unit to allow
Dawson to avoid those -- those power costs, isit

1
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not?

A. Yes, but there are costs associated with
operating that Jeffrey hydro.

Q. You'regoingtorun it at cost though;
right?

A. | don't know. | would think so.

Q. Okay. Wéll, would you agree with me
that the phase two study concludes that that's
where the majority of the savings are coming from?
They're coming from your power cost avoidance at
Jeffrey?

A. Yes, but thiswas built on assumptions
too.

Q. Widll, it'sbuilt on the assumption that
taking the power from Jeffrey at cost is going to
saveyou alot of money. Isn't that the
assumption?

A. Yes

Q. Wall, again, so the question is
shouldn't the benefits be allocated more in favor
of the entity -- the district that brought those
savingsto the consolidated entity as opposed to
basing it either on revenues or number of meters?

A. Okay. | understand your question now.
And | disagree.

Page 636

Q. Andwhy?

A. | disagree because the ratepayers are
paying the money coming inthat is -- let me
phrase that differently. 1'm not making this
right.

It's true there are savings that we
would realize and that savingsis going to one
company.

HEARING OFFICER TEXEL: Let me--
just onething. When you say "we," can you define
who weis? And when you say "ratepayers,” if
that's --

THE WITNESS: Okay. | get it.

HEARING OFFICER TEXEL: -- water or
electric; so we know for sure what you're
referring to.

THE WITNESS: The alocation here
shows a savings based on one company model.

Sowhen | say "we," | believeit
would be Platte River. Although on the other
hand, when | say "we" in other circumstances, |
could see where it could be construed as Dawson.
So | am looking at thisasa"we" meaning Platte
River.
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1|BY MR. DEGAN: 1|customersif, in fact, the majority of those
2| Q. Okay. And that wasthe intent of my 2| savings were derived from Central's contributions?
3| questioning. Because this -- thismodeling is 3| A. Yes |dothinkit'sfair becausel
4 | showing the benefits that would accrue at the 4 |believe that the financial model is built that way
5 [bottom certainly in the consolidated line as the 5|for areason. | may not understand the reasons,
6 | consolidated district. Do you agree? 6|but | believe that they had their modeling right.
7 A. ldo. 7| Q. Wadll, then let me ask you a different --
8| Q. Okay. Butthat consolidated lineis, 8 BOARD MEMBER HUTCHISON: | havea
9|again, it'sdriven by the savings that the 9|question.
10| consolidated entity is going to derive from power 10 BOARD MEMBER GOTTSCHALK: No, go
11| costs avoidance at Jeffrey and the reduction in 11| ahead.
12| employee benefit and administration costs; right? 12 BOARD MEMBER HUTCHISON: Do you
13|  A. Right. 13| think that these -- these savings that are being
141 Q. Andthe mgjority of both are coming from 14| realized, are those --
15|the Central District? 15 Can you -- can you articulate, or
16| A. | seewhat you're saying, but I cannot 16if you know, is this roughly based on the savings
17| address how Power Systems Engineering provided the |17 |that would be achieved on awholesale basis as you
18 alocation -- 18| purchased from the market versus what you're going
191 Q. Okay. 19|to essentially obtain from cost of service; or is
20| A. -- methodology. 20| it something from the difference between what
21| Q. Wadl, sojust -- I'mjust going to ask 21 | Central would be able to get today from the cost
22|you an assumption then. So let's not worry about 22| of their PPA, they would be able to get versus the
23| how they arrived at this particular breakdown. 23|valuethat it would have to the -- to the combined
24 Do you think it'sfair for 75 percent of 24 | district?
25 | the benefits of the savings go to electric retail 25 I mean, | think the key issue here
Page 639 Page 640
1lisif we're alocating savings, where -- where 1 BOARD MEMBER HUTCHISON: Allright.
2| should those savings be all ocated. 2| Thank you.
3 Isthe savings aresult of a 3 BOARD MEMBER GOTTSCHALK: My
4| benefit to Central by having adifferent -- being 4| question, it just kind of goes to previous
5 |ableto sl it in the previous analogy to my cow, 5 [testimony.
6|orisit -- and instead of selling that grain on 6 When we looked at these numbers
7 |the market, or isit because | -- you know, from 7 |before -- and somebody has to correct meif I'm
8|a-- from a Dawson perspective, | can now buy it 8 |wrong in my interpretation -- was that when these
9| at cost of service instead of the wholesale rate 9| numbers were put together, it wasn't based on a
10| that's available on the market? 10| directive, so and so this amount, and so and so
1 THE WITNESS: It would be because 11|thisamount. These were an example.
12you could buy it cost of service from Jeffrey 12 So isthat the case and these
13| hydro. We would not have the ability to buy from 13| aren't the -- you know, the 75/25 that we're
141the market. So it would have to be from the cost 14 hearing? Could that be 50/50 in the future
15| of service. 15| depending on the action of the board?
16 BOARD MEMBER HUTCHISON: Does-- |16 Isthe real number that makes a
17| does Central, though relevant -- relative to what 17| difference here the 11 million versus the --
18| they would otherwise be able to sell their power 18| the two other numbers?
19110, right, are they getting more value as well as 19 So | just want to be clear that |
20 | Dawson? 20 | understand what these numbers mean, and if they
21 THE WITNESS: | don't have the 21 |are somewhat -- | shouldn't say meaningless -- but
22| answer to that. 22 |the percentages may not be the reality of how the
23 BOARD MEMBER HUTCHISON: Okay. 23| alocations are implied, that maybe this was just
24 THE WITNESS: Not privy to their 241 an example. | just need to know that.
25| PPA or -- 25 THE WITNESS: | would agree that
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1|the allocations could be determined at afuture 1|to have to figure out how to allocate these
2| date by the new board based on whatever relative 2|things?
3|information they have at that time, and whether or 3 THE WITNESS: | would agree. And |
4 |not it would -- I'm pretty sure it would probably 4|would agree that | don't know whether it would be
5| take three-fifths vote. 5|simple or three-fifths mgjority. Anditisnotin
6 BOARD MEMBER GOTTSCHALK: Sothese | 6|the plan of consolidation so that would be a
7| numbers aren't part of the consolidation 7| discussion.
8 |agreement? Y ou know, these -- 8 BOARD MEMBER HUTCHISON: Okay.
9 THE WITNESS: Not these numbers, 9| Thank you.
10|no. 10|BY MR. DEGAN:

11
12
13
14
15
16
17
18
19
20
21
22

BOARD MEMBER GOTTSCHALK: Okay.
That'sall.

BOARD MEMBER HUTCHISON: Okay. Not
just the numbers. |sthe allocation methodol ogy
specified in the plan of consolidation?

THE WITNESS: | think it was. It
wasn't? Okay. | don't -- yeah, | can't recall
that.

BOARD MEMBER HUTCHISON: So when
you said there needs to be a three-fifth majority,
it really probably -- | mean, is there any reason
to think that it's not a simple majority? If

Q. Okay. But, you know, for -- this board
will ultimately have to vote on whether or not
thisisin the best interest of Central and
whether or not it's prejudicial to surface water
irrigators.

And | guessif | understand your
testimony isthat no final decision has been made
on allocation. That will be made in the future?

A. To the best of my knowledge, the answer
tothat isyes.

Q. Okay. But when your board -- this
information was provided to your board; correct?

23| thereis nathing already in the plan of 23 A. Correct.
24| consolidation? 24| Q. Andthisinformation was provided to
25 So amajority of the board is going 25| Central's board; correct?
Page 643 Page 644
1| A. Correct. 1|around those numbers.
2| Q. Andwhen each of those respective boards | 2 But as Chairman Reida pointed out,
3|voted to approve this consolidation, they were 3| somebody figured that we're walking away from
4|basing it on this -- this allocation? 41 about -- or excuse me -- that Central iswalking
5 MR. JARECKE: I'm going to object 5|away from the potential to sell this power at
6 |to the form of the question and the speculation 6132,589,000? Would you agree? 32 and -- 32 and a
7 |that that includes. 7|haf roughly.
8/BY MR. DEGAN: 8| A. | don't know wherethey -- | mean, |
91 Q. Wasthere any other allocation 9|don't know what they were selling for a megawatt
10| information provided to the board before either 10| hour there. | was not privileged to that
11\ board voted? 11\ information so that would be the assumption of 32.
121 A. Notto my knowledge. 121 Q. Widll, | know that. None of us know it.
13 Q. Andjust to address Mr. Hutchison's 13| But somebody put that number in there.
14| question on -- on -- onthe savings. Wedohave |14| A. Yes
15| some visihility there under the generation of 151 Q. Soit'scoming from somewhere.
16| power supply line. 16 A. Yes
17 Power cost savings, that's pretty clear, 171 Q. Andthat's-- that's the revenues that
18 that's the work that PSE did to determine what 18| Central is no longer going to gain; correct?
19\ Dawson is going to save here by not -- but being  |1°| A. That'scorrect.
20| able to operate Jeffrey at cost. Would you agree? (20| Q. And soit's the difference between those
211 A. | would agree. 211 numbers, that 6.6 million dollar number, that's
22| Q. Okay. SoDawsonisgoing to savejust 22|the savings that we're allocating down here
23| shy of 40 million. 23| between retail € ectric customers and water
24 Power not sold externally, that's opague 24| customers; right?
25 | because there's been confidentiality invoked 25| A. Right.
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1| Q. Relate-- or asimilar question. We 1|implemented via bylaw amendment?
2 |talked a moment ago that there is nothing in the 2| A. That would be my expectation.
3| consolidation plan that would either require the 3| Q. And-- and even then by athree-fifths
4| consolidated board to implement what's in the 4|vote, the consolidated board could vote to use the
5|consolidated -- or the consolidation plan into the 5|reserve fund to, say, retire Dawson's debt?
6 |bylaws. 6| A. They could.
7 But, furthermore, if they were to make a 7| Q. Would that befair to Central?
8|vote by three-fifths majority, they could utilize 8 A. |--1don't--tome, it would not be.
9 9

revenues or reserves that are currently owned by
Central?

A. Could you repeat that?

Q. Itwasaterrible question.

A. Yes, itwas.

Q. Wewalked through there, and | think we
got to the same page, that certainly the intention
isto implement what's in the consolidation plan
and that's what -- how you would expect your
management team and your board to proceed once we
have a consolidated entity?

A. 1 would agree.

Q. Okay. But there's nothing firmly set at
this point that would, A, implement the

10
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And to me, it wouldn't be prudent.

Q. Waéll, why wouldn't it be prudent if the
consolidated board, they could set the terms?

A. Uh-huh.

Q. Weagreed on that.

A. Right.

Q. They could agree to, you know, 1 percent
for 50 yearsto pay it back, couldn't they?

A. They could. But let -- could | address
it alittle differently? And thisis my opinion.
It was never talked to the board about it.

| would object to them paying 54 million

dollars of my debt. And | would object based
on the fact that that has the appearance of

25

HEARING OFFICER TEXEL: Right.
With those -- those financial silos --

23| restrictions into the consolidation -- or the 23| buying us.
24| restrictions contained in the consolidation plan 24| Q. Uh-huh.
25| pecause they'll have to -- they'll have to be 25| A, Sol would not be comfortable with that
Page 647 Page 648
1\at all evenif it were proposed now. 1 THEWITNESS: Yes.
2| Q. Butyoudon't have avate on the board, 2 HEARING OFFICER TEXEL: -- being
3|do you? 3| separate, but they would continue to pay, use the
4] A. ldonct. | would hopel have 4| electric retail revenue to pay those revenue
5|influence. 5|bonds --
6| Q. Wadl, I'msureyou do. 6 THE WITNESS: That's--
7 HEARING OFFICER TEXEL: Dawson's 7 HEARING OFFICER TEXEL: -- and
8| revenue stream that pays the bonds wouldn't be 8|until they're paid off.
9| reduced by a merger in the consolidated district, 9 THE WITNESS: Correct.
10 |would it? 10 HEARING OFFICER TEXEL: And then
11 THE WITNESS: No. 11]the new board would decide whether they're going
12 HEARING OFFICER TEXEL: Sothey-- |12|todo a-- you know, their policy isto have a
13 |the consolidated district would still have the 13| cash reserve or to use bonds. And they would have
14| ahility to pay on those bonds -- 141to decide that as Platte River.
15 THE WITNESS: Y eah, our debt -- 15 THE WITNESS: Yes, I'm going to
16 HEARING OFFICER TEXEL: -- and get |16 |agree with that, that would be their decision.
17 the revenue from the current Dawson District's 17 HEARING OFFICER TEXEL: Okay.
18| customers? 18/ BY MR. DEGAN:
19 THE WITNESS: Yes. Our debt 191 Q. Wadll, it'salittle more complicated
20| service coverage shows you could do it four times. |20 |than that. | mean, we have some debt that is
21|So we do have -- the expectation is that it would 21|going to have to be defeased or -- or retired in
22| all come from electric revenue, just likeit's 22| order to even make this happen; right?
23| doing now. 23| A. Right. Andwe have been talking to bond
24 24

counsel and as well as CoBank to manage that.
Q. And| takeit, that's still awork in
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1|progress? 1| Q. Haveyou seen any cost projections or
2 A. ltis 2|any -- any impact analysis as to whether that, you
3| Q. | would assume it's dependent upon 3 |know, changesthe financial benefits of this
4| approval by this board? 4| merger?
5 A. Exactly. 5/ A. Iknow that we did a-- alook at worse
6| Q. |believeyou testified that the costs 6 | case scenario for refinancing those bonds. And to
7| of the consolidation that are contained in the 7| phrase what you said, it's very complicated, but
8| report have not been revised since the phase two 8|I'm afraid | can't recall what that number was.
9 {report has been issued; is that true? 9| Q. Okay. Asyou sit here today, you don't
101 A. 1 don't think they have been revised. 10| have a recollection?
11} Q. Okay. Haveyou seen any revised cost 111 A. I'msorry.
12| projections, eveniif it's not in aformal report, 12| Q. Okay. Fair enough. Thank you.
13|asto what it's going to cost to -- to actually 131 A. I havealot of other numbers.
14| close on the consolidation? 141 Q. Wwadll, weve put afew in front of you
151 A. ldonot. | have not seen anything. 15 | here this afternoon.
16| Q. Wadll, thereason I'm asking isinterest 16 MR. DEGAN: No further questions.
17| rates have changed significantly since the time 17 BOARD MEMBER HUTCHISON: | have --
18 |that the phase two report was issued and where we |18 |1 have one question. If -- if I'm recalling
19| st here today; correct? 19 | correctly, you testified something along the lines
201 A. Yes, they have. 20 of, to your understanding, there are about 125 of
21 Q. And will that not impact the financia 21|theirrigators out of roughly 1100 that oppose
22| |iability of the consolidation or at least could 22 |thismerger? Isthat your understanding?
23|jt not? 23 THE WITNESS: My understanding is
241 A. Itwould impact it because the interest 24| that their membership of the Citizens Group is
25 | rates are higher, yes. 25 | probably 125 to 150. That was the last number |
Page 651 Page 652
1| heard. 1 Were any -- well, let me back up
2 BOARD MEMBER HUTCHISON: Okay. 2|for asecond. Inyour -- if this merger goes
3 THEWITNESS: And -- and they arise 3 |through and your new duties, will any of the
4| out of those 1,100 water users. 4| employees of Central be under your control?
5 BOARD MEMBER HUTCHISON: Okay. All 5 If this-- inthe-- inthe
6 |right. Okay. Thank you. 6 |divisions that you would be managing, would there
7 BOARD MEMBER REIDA: | havea 7| be any employees from Central that would be within
8| couple of questions. When -- when the general 8|that -- your span of control?
9 | manager from Central was testifying, he indicated 9 THE WITNESS: | would tell you that
10| that -- excuse me -- that Dawson had responded to 10 |the distribution side, they -- these are all the
11| their PPA or -- 11| people that report to me currently.
12 THEWITNESS: Yes. Yes, wedid. 12 Under the district services and
13 BOARD MEMBER REIDA: Areyou 13|it's labeled corporate services, there is a soft
14| familiar with that? 14| service application where some might.
15 THEWITNESS: Yes, wedid. 15 BOARD MEMBER REIDA: Inyour prior
16 BOARD MEMBER REIDA: And then were 16 | employments, have you ever worked with union --
17 | there negotiations on that PPA? 17 THE WITNESS: | have.
18 THE WITNESS: There has not been. 18 BOARD MEMBER REIDA: -- of
19 BOARD MEMBER REIDA: So you just 19 |employees?
20 | responded and gave a number and that wasit? 20 THE WITNESS: | have.
21 THEWITNESS: Yes. 21 BOARD MEMBER REIDA: Okay. That's
22 BOARD MEMBER REIDA: Okay. From -- 22| all the questions | have.
23 |you had indicated that you have had, in your 23 HEARING OFFICER TEXEL: Redirect?
24| career you've worked with a number of entities, as 24 MR. JARECKE: Redirect, if | may.
25| recall. 25
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1 REDIRECT EXAMINATION 11 A. ltcould.
2|BY MR. JARECKE: 2| Q. Interm of the -- there were severa
3| Q. Gwen, one of the premises of the 3| questions about the financia strength.
4|questions on cross-examination is that Central's | 4 The premise of all the questions you
5| objective with its hydro today pre-merger isto | ®|received on cross-examination effectively is that
6| maximize the profit of return that it can get from| €| money can only flow one direction.
7|that -- the hydro. Do you recall that question? 7 We heard about a siphon that might cost
8 A. Ido. 8|20 million dollars. If wetalk about -- if we
9 9

10
11
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Q. Okay. But, infact, the premise of that
guestion isn't true because it actually has been
stated by counsel on behalf of the proponents
here, their first obligation isto theirrigation
customers.

And, therefore, that, in fact, might
decrease the return of profitability of those
hydros?

A. | think they hold their irrigation
customersin the forefront, yes.

Q. $So-- so anyway, the underlying premise
of that, so, again, there's a give and take there,
but if -- if the water customers, the irrigation
customers are going to receive that, the forefront
of their directors' return, it might actually
reduce the return that is available to those
hydros?

take the same question from proponent's counsel
and operate on the same hypothetical, we can take
20 million dollars of revenue from Dawson and
dlide it over to the Central side to pay for that
site?

A. Or even better, we could talk to them
about the options of bonding.

Q. Let'sgothere.

A. Because we have that ability then.

Q. Inyour experience as general manager of
Dawson Public Power, you've been involved in
multiple bond offerings?

A. | have been.

Q. Andintermsof -- again, limited to
your experience -- in terms of your experience in
those bond offerings, isthe -- isthe total
number of assets and -- and the consistency of the

1
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4
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revenue stream has that been significant in the

bond rating that you're able to achieve?

A. It'sextremdly significant.

Q. Just based upon your information, your
knowledge, would it appear that Dawson's financial
strength to go into the bond market is
significantly better than Central's today?

A. | would agree.

Q. Andisit further your opinion that asa
consolidated entity, this newly merged entity
would even be a stronger component to go into that
bond market?

A. It would be more attractive, yes.

Q. Andisthat not -- of the financial
strengths that you're identifying in your 12
points, that isafinancia strength that you
would identify to the Central customers?

A. Yes, most definitely.

HEARING OFFICER TEXEL: Why do you
say it would be more attractive for the bond
investors? What do you base that on?

THE WITNESS: | would base -- I'm
going to base that on a conversation | had with
Standard and Poor's during my rating call --

HEARING OFFICER TEXEL: Okay.

Page 656
THE WITNESS: -- when they asked me

for where are we at with thisand --

HEARING OFFICER TEXEL: And what
I'm getting at is what -- what makesit more
attractive to them?

Do you know why that makes it more
attractive to them to have the consolidated
district? How isthat better than separately?

THE WITNESS: A combined asset
portfolio is part of it.

HEARING OFFICER TEXEL: Okay.
BY MR. JARECKE:

Q. Widll, I'll make the representation too
that the plan of consolidation does not address
the allocation savings that was -- as that term
was utilized in Exhibit 21 on page 54.

And just based upon that underlying
assumption, the plan of consolidation is Exhibit
44 -- you don't need to turn to it.

But based upon my representation that
those -- those terms are not incorporated in the
plan of consolidation, isit further your
understanding in that the board will have the
flexibility on day one to allocate those savings
as they deem appropriate?
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1 A. Yes, sir. 1|serviceterritory, they could not avail themselves
2| Q. Lastly, Gwen, interms of you talked 2| of that opportunity?
3|about in response to Director Hutchison's 3 A. They do not have distribution customers
4| questions about SPP and FERC 222, | believe are | 4/|that could take advantage of that activity.
5|the correct numbers, and presently, isit correct 5| Q. Andthat isarequirement under -- under
6 |that Central cannot avail itself of the benefits 6 |FERC, yes, FERC 22227
7 |associated with FERC 222 viathe -- 7| A. Correct.
8 HEARING OFFICER TEXEL: One 8 MR. JARECKE: No further questions.
9|correction. | think it's 2222. 9 BOARD MEMBER HUTCHISON: Soa
10 THE WITNESS: ltis. 10 | couple of quick questions.
11 MR. JARECKE: Okay. 1 Is your understanding based on the
12 THE WITNESS: Which is dumb. 12 | plan of consolidation, | think we established it's
13 HEARING OFFICER TEXEL: Small 13 |going to probably take a majority, asimple
14 distinction, but | want to get -- 14 | mgjority, and that a majority of the board members
15 MR. JARECKE: Okay. 15| at the time of the merger will be former Central
16 HEARING OFFICER TEXEL: --the 16 | board members, if we're looking at asimple
17\ right number in. 17 |majority?
18 MR. JARECKE: Very good. 18 THE WITNESS: Yes, 12 versus 11.
19 THE WITNESS: 2222. 19 BOARD MEMBER HUTCHISON: And | know
20 MR. JARECKE: 2222. 20 |we're talking about how to allocate these savings.
21 THE WITNESS: 2222 21|But in reality, none of these things will be
22 MR. JARECKE: Okay. Thank you for |22 realized unlessthe merger occurs?
23|the clarification. 23 THE WITNESS: That'sright.
24|1BY MR. JARECKE: 24 BOARD MEMBER HUTCHISON: Okay.
25| Q. But presently because Central lacks a 25| Thank you.
Page 659 Page 660
1 BOARD MEMBER REIDA: | havea 1 | really don't have the capacity to
2| couple of questions. What is your bond rating? 2 talk about -- | don't know what the phrase was --
3 THEWITNESS: A. 3 |the cross-something.
4 BOARD MEMBER REIDA: Anddidyou | 4 MR. JARECKE: Callateralization.
5|refund your bonds over the past few years? 5 THE WITNESS: Collateralization.
6 THE WITNESS: We've had callable 6|1I'm afraid I'm not versed in that.
7|bonds. And, yes, we have. 7 BOARD MEMBER REIDA: Okay. Then
8 BOARD MEMBER REIDA: And when 8 |you're going to have -- if abond isissued and
9|you -- when you indicated that you would have a 9| the indenture is going to describe what the
10| stronger bond rating or a capability after a 10| collaterd is, and so -- | mean, isn't that why
11 merger, would you be cross-collateralizing that 11 |you would have a better potential because you have
12| pond? 12 | more assets, more collateral ?
13 In other words, you would have al 13 THE WITNESS: At ahighlevel, yes.
14| of these different divisions. So would they -- 14 BOARD MEMBER REIDA: And so | guess
15 \would the revenue bond be for the entire entity or 15 |that's my question. Would you -- would you put
16 |are you going to go cross-collateralizing between 16 |the entire entity if this merger went through or
17 |divisions or what would -- what would -- 17 |would it be you pick and choose among divisions?
18 THE WITNESS: Wéll, Chairman Reida, 18 THE WITNESS: That would be a board
19 [first of al, | didn't indicate that we would 19| decision.
20 {increase our bond rating. | have no ideawhat the 20 BOARD MEMBER REIDA: Okay. Would
21| Standard and Poor's would do under this 21|you view that as a potential conflict if you had
22| consolidated environment. 22| honding on a couple of the divisions but not the
23 All | can speak to isthe 23 | entire entity?
24| conversation that | had was that this would be 24 THE WITNESS: | do not.
25 | more favorable because of the asset addition. 25

BOARD MEMBER REIDA: Okay. Thank
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1lyou. 1 THE WITNESS: Thank you.
2 HEARING OFFICER TEXEL: | just want 2 HEARING OFFICER TEXEL: Okay.
3 |to put a couple of things in the record. 3|You're dismissed.
4 When you say it's a bond rating of 4 THE WITNESS: Thank you.
5|A, canyou put it in a context? How good or bad 5 HEARING OFFICER TEXEL: Thank you
6 |isthat? How many levels above and below for 6|very much.
7| those that don't know what a bond rating of A 7 THE WITNESS: Ellen, may | leave
8| means? Can you give us some context? 8|all of these here for you?
9 THE WITNESS: | -- | cannot. 9 MS. KREIFELS: I'm going to come

10
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HEARING OFFICER TEXEL: Okay.
Would you say it's agood bond rating?

THE WITNESS: Yes, | would.

HEARING OFFICER TEXEL: Okay. And
you talked about a callable bond that you issued.

MR. JARECKE: WEelIl get to that.

HEARING OFFICER TEXEL: Would
you -- somebody elseis going to get to that?
Okay. | just wanted to define what a callable
bond is, what that means.

If there is another witness that
will addressit -- we'll have abond counsel, |
assume?

MR. JARECKE: Yes.

HEARING OFFICER TEXEL: Okay. Then
I'll just address them there.

take them.
THE WITNESS: Organize these.
Thank you.
MR. JARECKE: Dan, come on up.
MS. KRAUTZ: No, you can't have my
water.
MR. JARECKE: That'sthe phrase of
the day.
MR. DEGAN: For once, we agree.
HEARING OFFICER TEXEL: Dan?
THE WITNESS: Muhlbach.
HEARING OFFICER TEXEL:
Mr. Muhlbach, if you would raise your right hand.
DANNY MUHLBACH
having been first duly sworn,
was examined and testified as follows:
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HEARING OFFICER TEXEL: Okay. And

isit D-A-N?
THE WITNESS: It'sD-A-N-N-Y.
Please call me Dan. And it's M-U-H-L-B-A-C-H.
Addressis 12950 Iron Horse Road, Kearney 68845.
HEARING OFFICER TEXEL: Just so |
writeit down right. M-U-H-L-B --
THEWITNESS: -- H-L-B-A-C-H.
HEARING OFFICER TEXEL: B-A-C-H.
Okay. Muhlbach?
THE WITNESS: Muhlbach, yeah.
HEARING OFFICER TEXEL: Okay.
THE WITNESS: Y eah.
HEARING OFFICER TEXEL: | was
saying Milbach. So --
THE WITNESS: That'swhy Danis
easy.
HEARING OFFICER TEXEL: Sounds
close, but | was slightly mispronouncing it.
Okay. Thank you very much.
THE WITNESS: Y eah.
DIRECT EXAMINATION
BY MR. JARECKE:
Q. Dan, inwhat capacity are you here
today?

. . Page 664
A. I'madirector of Dawson Public Power.

Q. How long have you served as director of
Dawson?

A. Twenty-eight years.

Q. And give me abrief synopsis of your
professional background.

A. | amafarm-- farm producer. Weraise
corn, soybeans, cattle. Weirrigate ground. We
pump water.

And before going back to the family
farm, | wasin banking. | wasvice president of a
bank in Kearney in lending. And sincethen, I've
been on the farm.

Q. How long were you in banking?

A. Twelveyears.

Q. And do you have a college degree?

A. Yes, | graduated from UNL -- UNL in ag
€conomics.

Q. Anddid that include classesin --

A. Finances and economics, yes.

Q. Okay. Interms of -- we're going to
jump quickly to kind of the focus of the day and
why we're here. So first and foremost, | want to
ask you -- and, again, I'll call you Dan at your
request.
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11 A. Thank you. 1 That's not the oath that | take. And
21 Q. You'veheard all of the testimony. 2|when the time comes, if the Power Review Board
3|Okay. Present for the hearing thus far? 3| does grant this merger, | will take another new
4 A. Yes 4| oath that | will represent all of your, you know,
5| Q. Yesterday and today? 5|ratepayers, irrigators, cabin holders, everybody
6| A. Yes 6|that isin our -- this, you know -- the territory.
7| Q. Andinterms of the number of the 7 And so | just want that, | guess, loud
8| questions presented on behalf of the Protestants 8|and clear that we do not come into the board with
9 |and some of the underlying assumptions, are you 9|an agenda. We comein it to represent those
10| offended by those questions? 10| people that are part of this new entity. So --
111 A. | am very offended. 11} Q. | appreciate that explanation. Andin
121 Q. Andwhy? 121 terms of, again, the Dawson board, and you in
13| A. I'moffended for -- for myself asa 13| particular, didn't arrive at this decision to --

director. I'm aso offended for the Dawson board.

When we take a position as a director,
and in this case Dawson Public Power, we take an
oath and that oath is, you know -- is to represent
the customers that elected us.

And the example I'll -- you know, there
istoo much of, you know, Dawson is going on to
this possibly a new board and that's how they're
going to represent -- they're going to be

to merge easily?

A. Wedid not.

Q. Anditwasafar amount of discussion
and contention within your own boardroom?

A. Yes.

Q. And you took some steps yourself to
investigate the Central assets, wanted to
physically see them?

A. Yes. Youknow, we've all talked about

25

Q. Okay. And you were also on the steering
committee?

23| representing Dawson, you know, the Dawson Public |23 |the study. That was part of it. We had each of
24| Power interest, the electric utility -- 24 the staffs of Central and Dawson go through the
25 | ratepayers. 25| numbers to make sure that they were accurate.
Page 667 . Page 668
1 I, you know, also took a Central tour of 1| A. | wason the steering committee.
2| all the facilities to become more aware of what 2| Q. And soyouwere, again, part of amore
3| Central is and took the liberty of talking to -- | 3|intense effort of the due diligence to investigate
4 |don't know if Devin knows this -- took the 4|whether or not you ultimately cameto, at least in
5| opportunity to visit with the employees at those 5|your case, avote in favor of thisresolution to
6 |locations to just get their feeling asto the 6 |merge?
7 |condition of those assets, how they like working 7 A. Yes.
8|for Central. 8| Q. Anddid that -- that steering committee
9 | -- the previous board manager and 9|included some -- some voices of opposition; is
10| myself and Gwen, we met with Tom Kent, the CEO of |10 |that correct?
11 |NPPD, to talk about this potential merger and how 111 A. Yes, itdid. The steering committee was
12|jt impacts them as our provider of electricity. 121 brought together because we found out right away,
13 I'm also chairman of the Nebraska GNT, 13]a 23-member board trying to go through all of
14 |whichisout of Columbus. | spent time with the 14\these kind of issuesis pretty, pretty difficult.
15| general manager of the GNT talking about what his 15 So we set up steering committees; four
16 | thoughts and feelings were about this merger. 16| from Central, four from Dawson. And we started
17 | was on Central's website. There's 171to -- | think the first thing we did was get to
18]lots of information there. And maybe most of all, 18| know each other better.
191 spent time talking to constituents, you know, 19 We also talked about the stakeholders
20 | back -- in my case, back in Buffalo County just to 20| that each of us represents. We got into
21| get their feelings of it. 211governance. And we got into representation,
22 So, yeah, | guess| think | -- | and the 22\ names, just --
23 | poard has put in time. 23 We met three different times. And it
24 24

was very, very helpful as we moved into the next
joint meeting.
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1 Q. Dan,I'mgoingto move forward to kind 1|the Central Board members and what -- their
2| of that governance issue now that you raised it. 2| culture and who they are.
3| Again, for your convenience, there is Exhibit -- 3] Q. Andultimately as-- asthings moved
4 MS. KREIFELS: 43. 4| forward from phase two to phase three to arrive
5/BY MR. JARECKE: 5|at -- ultimately came the governance model that
6| Q. --43ontheeasel behind you that 6|was put forward, was Keith County kind of the last
7 |identifies what the merged district would look 7|county that had to be sorted out?
8]like in terms of its footprint, where the location 8| A. Yes, because we had looked -- and we're
9 9
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of those directors are presently.

Y ou understand that eventualy --
eventually is eight years -- there would be two
directors per county and, again, some of these
associated precincts that extend out from there.

Did the Dawson Board -- now I'm
narrowing you to the Dawson Board -- did you
immediately arrive at that governance policy
without some consternation?

A. Wedid. We struggled.

Q. Did you view that the governance model
was weighted overly favorable towards Central ?
A. One of the concerns that we had right

away was that of the 23 member board, 12 would be

talking about the negotiation side.

Q. Yes

A. Because we had gotten together asa
joint board back in the end of August, | believe.
We then went down into athree and three
negotiating team.

And Keith County was one that before
they had had just one director. Now we were
looking at two. And | guess after hearing the
justification for it, you know, we decided that
it -- we can -- we can work with that.

Q. So ultimately the Dawson board made the
concession that Keith County would also have two
directors as all other counties would?

23|from the Central Board, 11 would be from Dawson. 23| A. Correct.
24 And so there were some concerns. And 24| Q. Butitwasinitialy your -- your
25| that's why it became so important to get to know 25| board's position that it should only have one?
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11 A. Yes 1| steering committees.
2| Q. Buttomove thisconcept and this merger 2 Our board going into those steering
3|forward, again Dawson made that concession? 3 | committees had made it that, one, our employees
4 A. Yes 4 |would not go backwards in either compensation
5| Q. Andjust sotherecordisclear, Dawson 5 | benefits or lose jobs; and the other thing is that
6| Public Power District has no electric service 6| Dawson Public Power customers would not be hurt by
7| customers within Keith County? 7|this merger.
8| A. Wedo not. 8 And those became -- and then also that
91 Q. Okay. And| believethat there are also 9| on the new board, if it was -- once again, it was
10 |no -- aswas testified by Devin Brundage -- no 10 | approved, that on the officers of that new, you
11| water surface customers -- surface water customers |11 |know, Platte River Public Power District, that
12|in Keith County? 12jf -- you know, that we would have aternating
13| A. Thatiscorrect. 13| officers.
141 Q. But, of course, the largest assets 14 In other words, if Central was -- had
15 are-- 15 | the president with chairman, Dawson -- a previous
16| A. Thelarge water use, yes. 16 | Dawson board member would have to be avice
17| Q. Yes. Intermsof these negotiations and 17 | president and the same way with secretary-
18| again, the give and take that it takes within any 18|treasurer.
19| discussion to come to a compromise, ultimately did |19 And after some of those things were met,
20 {your board arrive at any position that you were 20 |wefelt that -- and also just getting to know
21 |being treated fairly? 21| Central board members, we felt that it -- we were
221 A. When -- when -- and give me the liberty 22| okay going forward.
23to go back. 23| Q. Okay. Atany point did you fedl like
24/ Q. Sure 24|you had an advantage over Central ?
25| A. I'mgoing to go back to when wewerein 25| A. No. No.
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11 Q. AndI'mgoing-- I'm going to back you 1|sometimes -- | shouldn't say we were good -- but
2| up to both your board director hat but also your 2|we were lucky because for usto build that
3| previous banker hat. 3| headquarters today or to be able to replace some
4 In terms of your board philosophy, in 41 of the lines and the substations that we did
5 |terms of how to best pay for substantial 5|during that process, it would be at least twice as
6 |significant assets for Dawson Public Power 6|high. And so that's kind of how we are where we
7|District, isit the philosophy of your board that 7|are at asfar as using bonding.
8|long-term indebtedness is the methodol ogy to pay 8| Q. So, Dan, one of the reasons that Dawson
9|for that? 9|has 54 million dollars of debt approximately is
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A. Yes. Andfor acouple different

reasons. One, we're holding customer money. And
the Dawson board feels it belongs to the customer,
especialy if we have the ability to bond.
Because we can -- the bond rates that we were
getting were extremely good.

We, as a board, made a conscious effort
back in the early 2000s that we were going to take
our cash reserves that we had at that time, which
were substantial, along with some bonding, and we
were going to put it back into plant and upgrades
and system-aging projects.

We also built anew headquarters -- was
that 2008 or '10 -- whatever that was. | can't
remember.

And when we look back at it, we are

because you as a board member looking forward to
say we need to replace. We're an entity that's 84
yearsold. We need to replace some of our

existing assets for the next 84 years.

And you've already taken that action?

A. We have been taking that action. We
have got holes that were headed between 40 to 50
yearsold. We had copper conductor yet. And our
lineman were telling us we've got issues.

And one of the thingsin our mission
statement isreliability. And so we consciously
made that effort.

Q. Andinyour due diligence of Central,
when you took these toured facilities, did you
come to arecognition that there will be some
significant expenditures for Central on the
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horizon for large plant improvement?

A. Therewere. Becausethey -- they do
carry alot of age. They are very large capital
items.

But | was also glad to hear that Central
has done a good job of maintaining them,
inspecting them. And so |, you know, once again,
took that back to our board and passed that
compliment to ours, that we could feel good about
that too, what they have done.

Q. Dan, there has been alot of focus on
whether or not this savings, whoever it may be
attributable to, total savings of 11 million
dollars, that number in and of itself, is that
motivation for you as a director to vote in favor
of thismerger?

A. No, it'snot.

Q. Okay. What are the factors you're
looking to?

A. It's--it'simportant that we are able
to enhance value to our customers on both Central
and also on Dawson.

Once again, I'm going to say now, we're
at we, it's now Platte River, not Dawson or
Central. It's Platte River customers.
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And -- but the board, the Dawson Board

has & so been strategic, looking forward. We do
have an NPPD contract that is going to be expiring
in 20 -- 2030 -- 22-- 2035.

Q. Correct.

A. It will be opened up earlier because
they haveto relicense. They're having to make a
decision whether to relicense Cooper Nuclear.

So it -- and they need the wholesale
customers. They need to know where they're at.
So | suspect it will be just afew short years
before that is opened up.

They also looked not only at Jeffrey,
but with the new contract, J1, J2 does the same
thing. It enhancesfor Platte River all kinds of
opportunities.

We can -- we are looking at the
potentials -- you could put solar panels on the
canals. Ther€'sjust so many possibilities.

And that is really where Dawson Board
was looking at was really short-term but more 10,
20 years out.

And thisis nothing against our power
supplier. NPPD has been -- they're great, | mean,
and we -- we'll continue to work with them,
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1|but thisisthe part of the flexibility that 1|you represent the interest of your ratepayers. Do
2| Dawson wanted to pursue. 2|you agree?
3] Q. And, Dan, again, with all due respect to 3] A. Yes
4| Nebraska Public Power is an important partner for 41 Q. And Central represents the interest --
5lyou, isit your opinion that this merged entity 5|or Central's directors currently represent the
6 |will be astronger financial unit within Central 6|interest of its ratepayers; correct?
7 |Nebraska? 7| A. Correct.
8| A. Absolutely. It will be. 8| Q. Okay. Wdll, I guessI'malittle
9 9
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Q. Andisyour opinion that Central, asa
district, again in your opinion, will Central
stand to benefit from this merger?

A. They will. Because as Dawson -- and it
islike Gwen said, atough thing to say dissolve.
But with the assets, liabilities, debt going into
it, we also bring a steady revenue stream that
will be very beneficia to the new combined
entity.

MR. JARECKE: Thank you. | have no
further questions.
HEARING OFFICER TEXEL: | don't see
any board questions. Mr. Degan.
MR. DEGAN: Thank you.
CROSS-EXAMINATION

confused by your statement that you're offended by
the statements that had been made during the
hearing as you sat through.
Do you understand that the Protestants
are protesting as surface water customers of
Central, not Dawson?
A. Correct. But | will just smply add
that they also take the same oath that we take and
that isthey're going to represent their
congtituents to the best of their abilities.
And it felt that Dawson was -- that this
was going to be aboard of Dawson-Central. 1I'm
talking a"we," you know.
Q. Uh-huh.
A. And that's not how directors of either
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illegitimate or unfounded?

A. They have theright for their position,
correct, yes.

Q. Okay. Weéll, if you were a Centra
surface water irrigation customer, would you have
some questions or concerns about this merger?

A. After it was explained to me and to look
at the whole picture and that thisis about public
power and water opportunities that were being
provided, to meif | was a Central irrigator, I'm
looking at the possibilities that would exist for
astable district or provider of water.

| just seeit as, you know -- it's --
it's going to be -- it -- it -- asacombined
entity, it'sawin-win for -- for the current and
aso for the future.

And, so, yeah, after hearing all the

24|BY MR. DEGAN: 24| organization look at thisat all.
25| Q. Mr. Muhlbach, as adirector of Dawson, 25| Q. Wedll, you're not -- you're not --
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1 A. And| understand -- you'reright, | 1|factsand that |, as a surfaceirrigator, would
2|don't represent them. Thisistheir petition. 2|not have been concerned at all.
3| Q. Okay. But | also assume you're not 3| Q. Wdll, alot of these plansand -- and
4| offended by the fact that they're raising concerns 4| protections and things that we heard about for two
5|and exercising their right to protest? 5|days, those haven't been decided yet. Would you
6| A. Absolutely not. 6|agree?
7| Q. Okay. Andyou're not taking the 7l A. ldoagree |just--1Ithinkit'salso
8| position that the concerns of my client are 8|fair to say that when we're talking about a Platte
9 9

River that the board be -- you know, the board be
given the -- you know, that everybody understands
that the board is there to represent the whole and
that that new board would not be looked as
Dawson-Central.

And | felt that, being just a spectator
here, that that was happening and that just -- |
took offense to that.

Q. Okay. But, again, could you understand
how my clients would have some questions and
concerns about representations that are being made
about what may or may not happen in the future
that aren't currently committed to paper?

A. They have every right to be that. Yes,
they do have that right.

Q. And, infact, alot of these decisions
weren't made until fairly late in the process;
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1lisn't that true? 1]to phase three.
2| A. They -- it's been a process, and we've 2l Q. Okay. If there were evidenceto the
3| got -- you know, the phase four, you know, 3|contrary, | mean, are you pretty certain that it
4|occurred in October, and it's been alot of time 4|was the beginning of September or maybe it was
5|to get there. 5|later in the month?
6] Q. And oneof thelast pieces, and | 6 A. I amfairly certainit wasthe -- at
7| believe you were on the task force that was "lleast thefirst half of September.
8 |assigned to come up with board -- board 8] Q. Okay. Isthat abusy time of year for
9 9

governance; correct?

A. Correct.

Q. And you testified a moment ago about
that, that that was a point of contention between
the two districts, wasit not? Some issues
relating to the board governance?

A. Someissues. It just had to be worked
through, yes.

Q. Okay. And that wasn't finally ironed
out until late September or early October; right?
A. Correct. Well, thefirst of September,

yes.

Q. Okay. Your recollection it was the
first of September?

A. Yes. We had aboard meeting. | can't
remember if it was the 5th or the 9th. And
that's -- the Dawson Board made that vote to move

surface water irrigators?

A. Being afarmer too, September is
probably the quietest time for -- for us
irrigating.

Harvest hasn't started yet. Livestock
isgtill in--ingrass. But I'm not saying --
I'm just -- that's just from us.

Q. Okay. Generally when do people harvest
in that part of the country, Tri-County area?

A. | know some do go early. For us, we go
October through November.

Q. Okay. And if the board governance issue
wasn't -- wasn't finalized by the steering
committee that you sat on until mid September,
when do you think that that was released to the
public or explained to stakeholders?

A. Through this whole process, the public
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was being made aware of what was going on, each

and every step. There was transparency at almost
every turn.

The only -- the only two times that |
can -- | testified that there wasn't was when we
were in steering committees because we didn't --
we would lose our efficiency.

And also when we were negotiating, we
felt it wasn't atime for the public to be
involved.

Q. Okay. But despite all of these meetings
and despite all of thistransparency, the only
time that it wasn't was the steering committee,
isn't that what you just said?

A. I'msorry. Repeat that.

Q. Wadll, the steering committee iswho
decided the governance issue?

A. The steering committee came up with the
initial proposals that went to the August 31st
joint board meeting.

And then a couple details that -- for an
example, the Keith County issue went from one to
two, that had to be worked out in negotiation.

But the -- most of the items that dealt
with what the merger would be and looked like was
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pretty well decided much before that.

Q. Waéll, do you understand that one of the
major issues that my clients have has to do with
the governance issue and the composition of the
board and the districts that they -- that the
directors represent?

A. 1 understand -- | heard that, yes.

Q. Okay. And that issue we just
established was not decided until sometime mid --
mid September or later; correct?

A. The proposed subdivisions were put up in
front of the public in that August 31st meeting,
which was open totally to the public. And the
boards did not vote until their September board
meetings.

Q. I thought you testified that the
contentious issue that resulted in the settlement
with two directors in Keith County didn't happen
until mid September or early October?

A. The geography looked at with the county
lines, the seven sub -- you know -- districts was
pretty well finalized.

The only thing that wasn't finalized
would there be one or two directors a -- in Keith
County.
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1 Q. Soyour answer is, no, it was not 1\ of consternation or conflict between the directors
2|finalized until mid September to early October? | 2|asyou were working through this process other
31 A. Iltwasfinalized for the board to vote 3|than just board governance; isn't that true?
4|on in the September meeting. 4 A. Yes
5| Q. And, again, you established that Keith 5| Q. Okay. AndI'm going to hand you what
6| County doesn't have surface water irrigation 6| has been marked as Exhibit 50, have you take a
7| customers with Central ? 7|moment to look through that.
8 A. Yes 8 Have you seen that document before?
9 9 A.
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Q. Okay. Sothat'snot alot of particular
solace for my clients. Can you understand that?

A. Onceagain, | can hear their -- I've
heard -- heard that statement.

Q. Okay. And | understand your position.
Y our position is the directors are going to do
what they're sworn to do and that you don't think
it's going to be a problem, but you can't
understand that it may cause some concern for
them?

A. But thank you for that statement you
just made. That's -- yes.

Q. Wéll, | wasrestating your testimony.

A. Okay.

23| Q. I'mnotsaying | agreewithit, but I'm 23 |familiar aswell?
24|saying | understand what your testimony is. 241 A. Yes
25 There were other issues that were points  |25] Q. Okay. And do you recall that when PSE

I've seen lots of surveys that were
conducted from our employees on both sides to
board members.
And I'm -- | don't know if | can say

I've see this particular one, but it -- it
resembles the different surveys that we as the
Dawson Board saw.

Q. Okay. Andfair point. I'm not asking
you to decisively say --

A. Thank you.

Q. -- thiswas a particular document, but
you saw documents at least similar to this?

A. Yes.

Q. And the format, doesn't that seem
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implemented their study, part of their process was

to conduct a survey of members of management and
the board for each of the two districts?

A. Yes

Q. And were those -- those results were
prepared and presented in atable in the PS2
report, but do you recall they weren't broken out
by whether they were Central directors or whether
they were Dawson directors?

A. Yeah. | kind of vaguely do remember
that.

Q. Okay. But at least internally to
directors, such as yourself, while you were
reviewing this process, you were given -- it's
still an anonymous fashion, but some color on some
of the comments that were coming back from
directors and from management?

A. Correct.

Q. Okay. Soif we could turn to the
comments from the Dawson Board of Directors.

Three bullet points down, thereisa

comment here, "Very concerned about merging two
very different but simple entities into one very
complex entity to manage. Whole different level
of board members and management team will be
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needed. Both entities have aging facilities and

little chance of significant growth."
| take it those aren't your comments?

A. No, they're not. Good -- good --

Q. I didn't know if | would get lucky.

A. Good assessment.

Q. Okay. Sol takeit that you don't agree
with that?

A. No, but welooked at it, read it --

Q. Okay.

A. --discussed it.

Q. So, | mean, thereis alegitimate
concern here that --

A. Correct.

Q. -- we'vegot, you know, kind of two
entities that do two different things?

A. Correct.

Q. Okay. Andwould you agree that that
will be a challenge for the combined board to
manage?

A. Very much so.

Q. Okay. And same for management?

A. Correct.

Q. Because asthe result of this process,
every director remains a director from both --
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11 both districts; is that right? 1| testimony as to how benefits and wages will be

2] A. Correct. Other than we'll be under oath | 2|handled.

3 |under the new entity. 3 Do you have arecollection as to how

4l Q. Right. But I'mjust saying, everybody 4 |that's going to be handled?

5|who isadirector now for Central -- 5/ A. Itwill haveto be handled -- I'll say

61 A. Will, yes. 6|this. Wages for both -- I'm just going to say

7| Q. --will beadirector on the new board? 7 |both parties are not going to go down.

8 A. Yes Yes 8 It will be upto, as| think | heard

91 Q. Viceversafor Dawson? 9 testimony -- testimony from Devin, he was going to
101 A. Yes. 10| have a salary study on that side of the business.
111 Q. Okay. Andwe're keeping both of your |11|And as Dawson, you know, at this point, we have
12 managers, at least -- 12| not decided how we are going to handle our end.
13 A. Yes 13| Q. Okay. Okay. Butyou were pretty
141 Q. --throughtheinitial phase? 14| adamant that you don't want your people going
151 A. Correct. 15 | backwards?
16| Q. Okay. Andal the employeesare 16| A. Correct.
17| staying; right? 17| Q. You'regoing to look out for your
18| A. Correct. 18 | people?
191 Q. Nobody getslaid off in this process? 19/ A. Yes

A. No.

Q. Totheextent thereisareductionin
workforce, it will be accomplished through
attrition?

A. Correct.

Q. All right. And there has been some

25

Q. Andisit asafe assumption that aswe
try to consolidate these two districts, and we're
going to need everybody on the same page, and
we're al in the boat in the same direction,
doesn't that invariably mean we're going to have
to bring up the Central people to bring them equal
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with the Dawson people?

A. That isadecision that the board is
going to have to make. And it will -- that'sa
board decision.

Q. Widll, if you don't, won't that just
increase the -- the prospects for conflict?

A. It goesback, | would think -- | would
think it would go back to technical skills, what
the labor market is.

| think that all hasto be -- when we --
in our Dawson right now, our employees, we are
looked -- we see what the workforceisin
comparable districts, Southern Public Power,
Norris Public Power, Loup Public Power. And we
try to stay competitive.

Q. Okay. The second, the next bullet down
on the comments from Dawson Board of Directors,
you had another comment here and said, "I don't
see how you can merge two different entities that
have two different products for their customers.
We can aways buy generation from some other
source."

So were there some that were indicating
that rather than having to take ownership
essentially of a-- of ahydro unit or four hydro
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unitsin a consolidated entity, there was at least

oneview point that said, | would prefer to have
the option to go purchase from some other source?
A. That'swhat that statement says, yes.
Q. Okay. Let'stouch on just one more of
these. | don't want to belabor the point, but --
HEARING OFFICER TEXEL: Beforeyou
go on for just amoment. Board Member Gottschalk
had left. 1 know | announced that earlier today
and perhaps yesterday, but at this point is when
sheleft.
| don't know if she's going to be
back today at the hearing. But we will announce
when shereturns, if she does.
MR. DEGAN: Okay. Understood.
BY MR. DEGAN:
Q. Mr. Muhlbach, if | can have you turn to
the second page of Exhibit 50. So now we're on to
comments --
HEARING OFFICER TEXEL: Wewere on
the second page, weren't we? Thiswill be the
third page?
THE WITNESS: Third page.
MR. DEGAN: Thethird page because
there's a cover page, yes. Thank you, Mr. Texel.
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1/BY MR. DEGAN: 1|to integrate and to make sure you were getting the
2] Q. Soupon thethird page of the exhibit, 2|fair end of the deal?
3| now we're on to comments from Central Board of 3| A. Once again, goes back to, you know, did
4| Directors. 4 |the due diligence that we thought we needed to do.
5 And here, the third bullet point down, 5| We did not take that route.
6|"Too many fingersin the pie for water rights 6 Part of that, once again, was the
7|government." Do you see where that's indicated? 7| relationship that was built with this -- the
8 A. Yes, | do. 8| Central Board and the confidence with their staff
9 9

Q. Allright. So werethere discussions
between your counterparts and the Dawson -- the
counterparts on Central and Dawson directors about
Central concerns about bringing more directorsin
to the equation for purposes of determining how to
manage the water system?

A. That particular -- those comments, |
would say that the Dawson -- that is more for
Central to take alook at.

We -- our -- you know, we have been in
the delivery distribution electrical side. And so
when it getsinto the water side, they've got --
that's their expertise.

Q. Okay. Wedll, why didn't Dawson go out

that they do a good job at what they do.
Q. Okay. But --

BOARD MEMBER REIDA: Dan -- Dan,
can | interject aquestion?

THE WITNESS: Sure.

BOARD MEMBER REIDA: When you were
doing this due diligence, what was your
understanding of -- you heard in the last two
testimonies that -- regarding the allocation
that's been represented. | think it wasin phase
two.

THE WITNESS: Yes. Correct. Yes.

BOARD MEMBER REIDA: What was --
what's your understanding of that allocation?

25

though.
BOARD MEMBER REIDA: But that was

23 |and get awater consultant to provide you some 23 THE WITNESS: My -- my
24 |independent backstopping on water issuesto make |24 |understanding of it, this was a study that was
25| sure that you fully understood how this was going 25| done, that was a decision that the board will have
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1|to make if the entity is approved. 1| not part of your -- you didn't have -- when you
2 BOARD MEMBER REIDA: So your 2|]ooked at that allocation, that didn't mean
3| understanding of that allocation had no meaning in 3|anything to you?
4|redity? 4 THE WITNESS: It didn't --
5 THE WITNESS: | can only speak for 5 BOARD MEMBER REIDA: It was your
6| myself. When going through that study, | looked 6 | understanding that it was something that was
7| at the total dollarsthat were being -- the 7|just -- did you understand the study?
8| margins that were being provided or estimated. 8 THE WITNESS: To the best of my
9 | personally did not get into how 91 abhility, | guess. You know, | understood the
10 |things were being allocated. | just felt that was 10 |margins that were being predicted. But you're
11]something for the new board to do that. 11]right, | did not pay any attention to this -- the
12 BOARD MEMBER REIDA: Soyou -- you |12 |allocations, no.
13|didn't think that that would show the allocation 13 BOARD MEMBER REIDA: Okay. Thank
14| of the majority going towards Dawson, that that 141you.
15| really was going to happen? 15/BY MR. DEGAN:
16 THE WITNESS: | looked at if this 16| Q. Mr. Muhlbach, if the merger is approved,
17 |was -- if this new merger is -- was to occur, | 17 |the headquarters of the combined entity will bein
18|looked at it as one company. 18| Lexington; isthat correct?
19 And, yes, it has different 191 A. Correct.
20| divisions, but it's still one company. And the 201 Q. SoCentra hasgot to moveits
21| one company and that board will have the decisions |21 |long-standing headquarters from Holdrege and
22 |to make as to how that is allocated and that isa 22 |they're going to move to Lexington?
23 |future decision. But | do respect your question 23| A. That transition is going to be something
24 24

that's just done as -- on a-- alot of thingsare
going to have to be figured out.
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1 Will that be the address of the 1|some of those decisions.
2| headquarters? Yes. What is going to be located 2 And there will bea-- it will be -- it
3|there, that in my -- from my viewpoint, | don't 3|will be achallenge, yes.
41know what that is yet. 4] Q. Soevenassuming -- because I'm not
5| Q. Okay. And perhapswherever the 5making, you know, any -- any suggestions here.
6 |headguarters ends up is not a significant 6 But if both boards work in utmost good
7|decision. 7 |faith and do their utmost best effort and come up
8 But alot of the things we've been 8|with what they think is the absolute best way of
9 9

talking about over the last two days are
significant decisions.

Over allocation of resources, over --
and employees, how -- how assets are going to be
utilized for -- for various purposes, how revenues
are going to be shared, how the different
divisions are going to operate, all of that still
has to be decided; right?

A. Yes, it does.

Q. Wéll, doesn't that make it impossible
for this board to determine whether it'sin the
best interest of Central since we haven't made any
of those decisions yet?

A. Theroad map has been laid out. And
once -- you know, if thiswas to be approved, the
road map islaid out. The board starts to work,
starts to put the policy in place, start to make

moving forward, and they're wrong, and this turns
out to be a disaster, either for Central or for
Dawson for that matter, for whatever reason, we're
not going to know that until some point in the
future; correct?

A. That's correct.

Q. Now, on the same token, it may turn out
that thisis a fantastic merger. And | understand
that that's what your -- your belief is and that's
why you are behind this but that's not a
guarantee; correct?

A. Nothing isaguarantee; so --

Q. Wadll, that'safair statement.

A. Weknow that from farming. Nothing has
been a guarantee.

Q. But mergers areinherently risky, aren't
they?
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A. You do the most you can to mitigate some
of therisks, and you go forward. There are those
that work well, and there have been some that have
not worked well, so --

Q. Uhm--

A. The concept -- oh, excuse me. |
interrupted you.

Q. No. Go ahead. | don't want to cut you
Off.

A. A lot of confidence from me has been
what thisisabout. It's -- both parties, it's
about the customer.

It's not about profits. It isabout the
customer and providing them the services that they
need to be -- to make agood living, et cetera.

And so | think we have a heads up as
compared to trying to merge, for an example, two
investment-owned utilities, but that is just my
personal opinion.

Q. Okay. Would you agree with me that
certainly if this were two investor-owned
utilities, there would have been a great deal more
of due diligence on asset vauation for both
entities?

A. I'm--1'mnot an -- I'm not an expert.

. _Page 700
| don't know. | would -- they -- either -- either

way, whether it's public power or if it's IOUs,
due diligenceisimportant. And | can't tell you
what --

Q. Okay. Fair point. Soyouthinkitis
important even for two public districts to ensure
that it isfair to both districts from an assets
standpoint?

A. Thereis-- as Dawson mergesinto
Central, we are not being -- you know, our
ratepayers are not being compensated for this.

Thisisamerging of assets, debt,
liabilities into another company. So | don't put
alot of emphasis on, you know, whose got this or
who has got the most. | just -- it's amerger,
not an acquisition.

Q. And -- and you stated that it's your
position that Dawson's money belongs to the
customer?

A. Yes | do.

Q. Andthat it'sthe duty of the board to
manage those funds for the benefit of its
customers?

A. Yes

Q. Sameistruefor Central; correct?
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11 A. Yes 1|they're together than if they're separate.
2| Q. SoCentral'smoney belongsto its 2 | guess I'll give you this example.
3| surface water customers? 3|Maybe thisis agood example how | look &t this.
4] A. They have an -- they have an interest 4|The Nebraska GNT, it iskind of a paper co-op that
5/in, yes. 5| handles the contract between 20 power districts
6| Q. Wadll, their -- their ratepayers are just 6|and NPPD.
7|as important as yours? 7 The Nebraska GNT speaks as one.
8| A. Yes, absolutely. 8| Those -- those -- the 20 members of that GNT speak
9 Q. Thank you. 9|asone. That is 36, 37 percent of NPPD's load.
10| A. Absolutely. 10| They are a -- they are a customer that NPPD will

11
12
13
14
15
16
17
18
19
20
21
22

MR. DEGAN: No further questions.

BOARD MEMBER REIDA: Therewasan
earlier comment made by Dawson's general manager
with regard to vertical integration.

And inyour studies of -- you said
that you were -- studied economics. Isit your
belief that every vertical integration is -- can
necessarily bring about something positive?

THE WITNESS: | think it givesyou
the ability to do more than what you could do if
you're separate.

Y ou know, I'm thinking of if | have

listen to just because of its size.

So that would be the best way |
could explain what | think vertical integration
could do.

BOARD MEMBER REIDA: Soyou're
thinking that the vertical integration advantage
isin the numbers of entities as opposed to the
vertical integration of its operations?

THE WITNESS: | think there are --
| think it could be almost one in the same.

Y ou could go into purchasing. It's
like buying, you know -- once again, | hate to,

25

heard earlier --

23 |two -- two small power districts, either one of 23 |you know, going -- looking at it from afarmer's
24 |them, they don't have as much -- oh, what theword |24 |standpoint, if I'm farming 500 acres or if I'm
25 |is-- their voice is going to be stronger if 25 |farming 10,000 acres, | get probably alarger
Page 703 Page 704
1|volume discount on my seed corn when | buy it, you | 1 THE WITNESS: My --
21know, in the fall for the following year than what 2 BOARD MEMBER MOEN: -- from another
3|1 would get if | wasjust buying for 500 acres. 3|witness or isthat --
4 BOARD MEMBER REIDA: Okay. So, 4 THE WITNESS: That's my
5|again, it's based upon the size, not upon the 5| understanding as to what | heard.
6| vertical integration of the operations? 6 BOARD MEMBER MOEN: Maybe we could
7 THE WITNESS: Size, revenue, | 7| address that in a future witness then, but --
8|think it's the organizations as awhole, rather it 8 THE WITNESS: Asfar as-- | don't
9|be assetsor if it be revenue. | think it -- they 9 think thereis any Central customersthat take
10 all speak strongly. 10| surface water.
1 BOARD MEMBER REIDA: Okay. Thank |11 MR. DEGAN: | don't think that'sin
121you. 12 |dispute, isit?
13 BOARD MEMBER MOEN: I'vejust 13 BOARD MEMBER MOEN: Okay. So
14|got -- | believe you said you have no retail 14 |that's not in dispute.
15 | electric customersin Keith? 15 MR. DEGAN: No.
16 THEWITNESS: Yes. 16 MR. JARECKE: No. There-- there
17 BOARD MEMBER MOEN: | think | also |17 |arenone. Thereare-- | believe Devin clarified
18 | heard that there was no surface water contractsin 18|that there are surface water customers of a
191Keith? 19| different district, | think, of NPPD but not from
20 THE WITNESS: That -- 20| Central.
21 BOARD MEMBER MOEN: Isthat 21 BOARD MEMBER MOEN: Okay. So
22| contradictory -- 22| neither Dawson or Central has contracts or
23 THE WITNESS: That's-- 23 | customers with Keith, but you agree, in your
24 BOARD MEMBER MOEN: -- towhat | 24

opinion, to have two directors there, | guess,
because of the Kingsley generation --
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1 THE WITNESS: Because of the large 1|water affects recreational use of the lake?
2|size of that water usage. And also it did balance 2 THEWITNESS: Yes. Sure. Yes, it
3| out the seven subdivisions so that each 3 |would.
4| subdivision had two directors. 4 BOARD MEMBER HUTCHISON: And so --
5 BOARD MEMBER MOEN: And they'rein 5 |and there are businessesin that county that
6 | because of the Kingsley -- 6 | benefit from the recreational users of -- people
7 THE WITNESS: Yes. 7 |coming from all over Nebraskato go and use that
8 BOARD MEMBER MOEN: -- generation, 8|lake?
9 |that's why they'rein -- 9 THEWITNESS: Yes. And | --
10 THE WITNESS: Yes. 10 BOARD MEMBER HUTCHISON: And so
11 BOARD MEMBER MOEN: -- | guess. 11|that those two board members hypothetically are
12 THE WITNESS: Yeah. 12 going to not represent neither -- | mean, |
13 BOARD MEMBER MOEN: Not because of |13 |understand your point. Everyone has an oath to
14| being a customer -- 14| represent what's in the best interest of the
15 THE WITNESS: No. 15| district.
16 BOARD MEMBER MOEN: -- for 16 But they aren't directly being
17| either -- 17| elected by people who have interest in either
18 THE WITNESS: No. 18 | electricity nor irrigation use potentially. Their
19 BOARD MEMBER MOEN: -- district at 19| interests are more in the use of that lake and the
20 |thistime? 20 |district's role in being able to provide that
21 THE WITNESS: That's correct. 21 |recreational resource to the state maybe?
22 BOARD MEMBER MOEN: Okay. 22 THE WITNESS: Y ou would hope that
23 BOARD MEMBER HUTCHISON: Doesthat |23 |their view is bigger than that, but it -- you
24| get to the other purposes of the district, like 24 know, it could be. Because they're voted in by
25 | recreation, the lake? | mean, the management of 25 |their --
Page 707 Page 708
1 BOARD MEMBER HUTCHISON: Right. 1| Q. Anditisalsoyour understanding that,
2 THE WITNESS: Y ou know -- 2|again, that person elected from Phelps County is
3 BOARD MEMBER HUTCHISON: Okay. 3|actually in favor of this merger?
4 THE WITNESS: -- the public. 4| A. That'scorrect.
5 BOARD MEMBER HUTCHISON: Allright. | 5| Q. And so aswe stand here today, again,
6| Thank you. 6 |with -- with counsel doing an excellent job to
7 MR. JARECKE: May | havejust one 7 [represent his clients, 10 of the 12 Central
8 |follow-up question. 8 |directors favor and believe obviously to be --
9 REDIRECT EXAMINATION 9|thisto bein the best interest of their
10|BY MR. JARECKE: 10| customers?
11| Q. Again, theresalot of discussion of -- 11| A. After that -- after that vote, yes.
12| of the boards and -- and what the boards stand for 12 MR. JARECKE: Thank you. No
13| here. 13| further questions.
14 And, Dan, with respect to Central Board, 14 BOARD MEMBER HUTCHISON: So -- so
15| again, there was earlier discussion and questions 15]do | understand that this -- this -- that the
16 | associated with the vacant seat. 16 | documents, both the dissolution and the amendment,
17 Isit your understanding that vacant 17| were approved by ajoint board meeting in October?
18 | seat has been filled? 18 THE WITNESS: Let me back up here.
19)  A. Yes, it'sbeen-- yes, because it was -- 19 MS. KREIFELS: Do you want meto
20|t was a Phelps County position -- subdivision, | 20| put Exhibit 1 and 2 in front of him?
21 |should say -- it wasfilled by theirrigators and 21 BOARD MEMBER HUTCHISON: Sure.
22|the voting population of Phelps County. 22 MR. DEGAN: Can we stipulate?
23| Q. Okay. And so Centra'shboard is now 23| October 24?
24 full, 12 members? 24 HEARING OFFICER TEXEL: | think it
25| A. Yes 25| was October 24.
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1 MS. KREIFELS: Y eah, October 24th. 1 MR. DEGAN: | appreciateit, but,
2 THE WITNESS: | was going to say 2|no, | don't have any other questions.
3| the 26th, but -- 3 HEARING OFFICER TEXEL: Okay.
4 MR. DEGAN: You were close. 4 BOARD MEMBER REIDA: Wasthe-- was
5 BOARD MEMBER HUTCHISON: And there 5|that elected director, was he at all involved with
6 |was a public election, ageneral election at which 6|any of the negatiations or what kind of
7| aboard member, who is not an incumbent, was 7|information did he have available so as to take
8 | elected to the board of directorsat Central in 8 |that position of being in favor?
9 | Phelps County. 9 THE WITNESS: | do not know. |
10 And it's your understanding that 10| don't know -- go ahead. I'm sorry.
11 |that individual supports this merger? 11 BOARD MEMBER REIDA: Wédll, | mean
12 THE WITNESS: Yes. 12 \was -- did he just read what was -- what wasin
13 BOARD MEMBER HUTCHISON: Thank you. |13|the newspaper or did he have some involvement
14 HEARING OFFICER TEXEL: Any 14| actually in seeing like the study that was done or
15|follow-up? 15]anything like that?
16 MR. DEGAN: | don't think we're 16 THE WITNESS: | do not -- | do not
17| doing redirects. 17 know if he had attended any of the public
18 HEARING OFFICER TEXEL: Cross, you 18 | meetings, board meetings. | don't know.
19 |mean? 19 That's something you'd have to --
20 MR. DEGAN: We stipulated not to. 20 | maybe -- maybe Central would have more information
21 MR. JARECKE: We stipulated not to. 21 |on that.
22 HEARING OFFICER TEXEL: We 22 BOARD MEMBER REIDA: Okay. And he
23 | stipulated not to, but we've been -- you had 23|was -- he was not involved with anything that you
24 | several other questions. | figured | would give 24| wereinvolved with?
25| him a chance to ask one aso. 25 THE WITNESS: No. And he would not
Page 711 Page 712
1| have been involved in the vote October 24th. lifine. Let'sgo off -- let's go off the recordg and
2| Because that was -- that was a vacant spot which 2|take arecess.
3|would have been ano vote. 3 (4:16 p.m. - Recess.)
4 BOARD MEMBER REIDA: Right. Butl | 4
5| mean, as far as any committees or anything like 5
6|that, he was -- he was not officially involved 6
7|with anything other than someone who would be like | 7
8| me reading the newspaper? 8
9 THEWITNESS: | -- | wish | could 9
10 |answer you, but | do not -- | do not know. 10
11 BOARD MEMBER REIDA: That -- that |11
12 |you're aware of. 12
13 THE WITNESS: Correct. 13
14 BOARD MEMBER REIDA: Thank you. |14
15 HEARING OFFICER TEXEL: Okay. 15
16 |Mr. Muhlbach, thank you very much. 16
17 THE WITNESS: Okay. Great. 17
18 MR. JARECKE: Andwell call our 18
19 | next witness. 19
20 And | can't remember. Do we havea 20
21| hard shut off at five? Because | think we have a 21
22| chance of getting done, but well -- well haveto 22
23| hustle. 23
24 (Court Reporter request.) 24
25 HEARING OFFICER TEXEL: That's 25
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1 (At 4:18 p.m., with al parties present 1 DIRECT EXAMINATION
2| as before, the following proceedings were had, 2|BY MR. JARECKE:
3|to-wit:) 3| Q. Mr. Schenken, we're going to go pretty
4 HEARING OFFICER TEXEL: All right. 4|quick. Real -- just real quick on education.
5|So we are reconvening. 5| A. Sobackground, I'm a'94 graduate of the
6 All the board members who were 6| University of Nebraska College of Law. Before
7| present are present again. Ms. Gottschalk is 7|that, | have acivil engineering degree from
8|dtill absent. And Central iscalling Parker 8|Loyola Marymount University. Had a short career
9| Schenken. 91in engineering before | became alawyer and have

MR. JARECKE: Correct.

HEARING OFFICER TEXEL: All right.
Mr. Schenken, can you raise your right hand.

PARKER SCHENKEN
having been first duly sworn,
was examined and testified as follows:

HEARING OFFICER TEXEL: And | think
you have heard the other witnesses. Can you state
your name, spell it, and give your address.

THE WITNESS: You bet. Parker
Schenken. It's S-C-H-E-N-K-E-N, 675 15th Street,
Denver 80202. And that'sit.

HEARING OFFICER TEXEL: Great.
Anything else comes from Central's counsel.

THE WITNESS: Okay.

been practicing public finance law ever since.
HEARING OFFICER TEXEL: Areyou --
you graduated from college of law. Areyou a
practicing attorney?
THEWITNESS: Yes.
HEARING OFFICER TEXEL: Okay.
THEWITNESS: Yes.
BY MR. JARECKE:
Q. Andyou practice presently --
BOARD MEMBER REIDA: | don't know
if -- thisis Frank. | don't know if 1 should
disclose this or not, but Parker and | were both
partners at Baird Holm back a number of years ago.
| don't think that makes any
difference but just wanted to disclose that.
HEARING OFFICER TEXEL: Okay.
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THE WITNESS: Quite a number, but

yes, that's true.

HEARING OFFICER TEXEL: How many
years ago was that?

THE WITNESS: It was more than
before -- | mean, | left Baird Holm in 2017. And
Frank had gone on to other positions long before
that. Frank, when did you, not to get to --

BOARD MEMBER REIDA: | believe -- |
believe it was 2012 --

THEWITNESS: Yes.

BOARD MEMBER REIDA: --iswhen|
left.

HEARING OFFICER TEXEL: All right.
Isthere any objection?

MR. DEGAN: None.

HEARING OFFICER TEXEL: Okay. Then
welll not address that any further.

THE WITNESS: Great.

BY MR. JARECKE:

Q. And, Parker, you're with what firm?

A. SoI'mwith the Sherman & Howard Law
Firm. We've got alarge general practicefirmin
the Rocky Mountain West.

We do public finance work with about 20
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Iawyersm my -- In my practice group.

Q. Andaswasjust discussed, you were with
the Baird Holm Law Firm prior to that?
A. Prior to that, yeah, for two-plus
decades.
HEARING OFFICER TEXEL: Whereis
your current firm located?
THE WITNESS: In Denver,
athough --
HEARING OFFICER TEXEL: Denver.
THE WITNESS: That'sthe main
officeisin Denver.
HEARING OFFICER TEXEL: Okay.
THE WITNESS: Yeah.
BY MR. JARECKE:
Q. Andwhat was your primary work areain
the Baird Holm Law Firm?
A. So pure public finance, largely with a
lot of public power districts, worked with Dawson
over the years and a number of others throughout
the states on the rura -- rural side.
Q. Infact, you'vetestified before this
board aswell --
A. Yes
Q. --onasimilar -- or amerger?
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11 A. Itwasfiveor six yearsago. | 1| A. Andsincethat time, my colleague at
2| provided similar testimony for Norris and Seward. 2|Baird Holm has continued that work.
3| Q. Okay. And the purpose of engagement as 3| Q. Verygood. Thank you. And interms of
4|it relates to this matter, subject matter of 4lyour -- again, your task in thiswas to analyze
5| Central's amendment, what was your testimony? 5|the options.
6| A. Sol wascontacted, | want to say, early 6 What kind of options did you find that
7|on last year. | think the folks knew that debt 7|were potentially available?
8|was a component of this, that they were going to 8| A. Sowe started with what's the universe
9 9
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11
12
13
14
15
16
17
18
19
20
21
22

need to deal with in one way or another.

And so | was contacted early on really
by both districts for the purpose of helping them
evaluate the options with respect to the
outstanding debt, both the bonds and the bank
loans, and help them come up with plans that would
fit within the plan of consolidation and keep
their options open -- open for future, you know,
future financing.

Q. Staying with full disclosure, you were
bond counsel for Dawson -- or, | guess, presently
are bond counsel for Dawson as far as that's
concerned?

A. Yeah. Inthe prior transactions when |

of the debt that we were looking at. And it was
there's eight outstanding bond issues and two bank
loans.

And since we're doing lots of full
disclosure here, | actualy -- my firm represents
the bank who is the lender of the bank loan.

S0 to the extent negotiations need to
happen with that bank, | wouldn't be a part of it,
but there's other counsel that's fully capable of
doing that.

Q. And that's CoBank?

A. And that's CoBank, yeah. So | was asked
to look over the basic documents of those early
ten financing transactions and really figure out

25

loans consisted of a credit agreement and a

23|was at Baird Holm, | gave the opinion on Dawson's |23 |what the options were to -- to get past this
24 |bonds for along time. 24| consolidation should the board approve it, should
25| Q. Okay. 25|it go forward.
Page 719 Page 720
1 HEARING OFFICER TEXEL: Shou?d the | 1|promissory note, even though under state law they
2| Power Review Board approveit? 2|were also abond for purposes of legal
3 THE WITNESS: Yes. Yes. 3| authorization.
4 HEARING OFFICER TEXEL: Okay. Just | 4| Q. Andfroma-- fromavery simplistic
5|ther€e's severa boards -- 5|standpoint -- and, again, we're going to get into
6 THE WITNESS: No, you're -- good 6 |a point where we define description of how the
7 |clarification. 7|bond world works.
8|BY MR. JARECKE: 8 But smplistically, can these bonds just
91 Q. Andinterms of your preparation, | 9|jump over to Central and -- or the new Platte
10| don't want an exhaustive list, but what types of 10| River and continue to making the payments under
11| things did you need to review to make that -- 11\the --
121 A. Soprincipally each bond issue has a 12} ' A. So--
13|bond resolution. And so it's aresolution 13] Q. --termsof those agreements?
14| approved by the board of the issuing -- issuing 141 A. | mean, that wasthe first question we
15| authority, in this case Dawson. 15\ were asked, which is can these just kind of
16 It sets out the terms in details of the 16| continue on.
17| bonds, interest rates, terms, transferability, al 17 Because as | think counsel pointed out,
18| of those kinds of things, call provisions, which 18| rates have gone up and, you know, that might be
19 \well talk about in alittle bit. 19| the best opportunity here.
20 And so each one of the eight bond issues 20 The answer is different depending on
21 |that Dawson has outstanding has a substantially 21lwhat we'relooking at. And so really the question
22|dimilar bond resolution that | was familiar with 22|iscan it be assumed by the new entity and just
23 from my time with my prior firm. 23| stay in place on its current terms, or do you have
24 And then on the loan side, the bank 24to pay it off and makeit go away.

Q. Okay. Solet's break that apart. So
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1ifirst of al, thereis some bank loans. And, 1|allow the assumption.
2|again, those banks loans are currently with 2 And so for the CoBank debt, the plan
3| CoBank. 3|is-- athough it hasn't been documented yet --
4 So focusing on that -- that 7 million 4| but the plan is and the bank has allowed and
5|dollars approximately of the indebtedness, what 5| consented to the transfer of those loans over to
6 |has your review and analysis showed is the most 6| the new entity should it go forward.
7 |practical? 7 HEARING OFFICER TEXEL: AndI'm
8 And, again, | realize you looked at 8|just clarifying for the record. CoBank?
9 9

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

multiple solutions. But what was the practical
solution that has revealed itself?

A. Sowhen| first looked at this, we were
just looking at the paper, the credit agreements.
And like most bank loan agreements, it says that
it can't be -- you can't have amerger or a
consolidation without the consent of the lender.

And so the recommendation was to go to
try and get the consent of the lender because
they're on good terms and keep them in place, low
transaction costs, get it done.

At that timewhen | first looked into
this, we hadn't had contact with CoBank.
Obvioudly | had my issues; so | couldn't have it

THE WITNESS: Yes, CoBank.
HEARING OFFICER TEXEL: C-O --
THE WITNESS: C-O-B-A-N-K. They're
amember of the farm credit system that makes a
lot of utility loans.
HEARING OFFICER TEXEL: Okay.
BY MR. JARECKE:

Q. Andinterms of -- of this confirmation
you referred to, just so we're clear, it'snot a
formal document that is committed to this, again
obviously the merger is not yet approved, but
they've at least through a communication, they
have confirmed that they are willing to make
that --

1
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A. So, again, no terms, no term sheets, but
at least entertained that idea.

Q. Andto the best of your knowledge, is
CoBank keeping expressed interest in potentially
financing the entire deal today?

A. | believeso, or at least | believe -- |
wasn't a party to those discussions. So | should
probably watch -- | do recall that they indicated
advancing more.

Q. Okay.

A. | don't know --

Q. Fair enough.

A. --the scope of that.

Q. Solet'sget back into the bond world a
little bit. | think that addresses the
outstanding loans.

So we know that there are approximately
22 million dollars in tax-exempt bonds. We talked
about -- terms have come up, but | promised the
board that we would get to a further description
of calable --
A. Yeah.

23 directly. 23]  A. Yes
24 But sincethen, | know Ms. Kautz hashad |24| Q. --intheir transfer?
25 | confirmation from CoBank that they arewillingto |25| A. Yes, asamatter of fact, they even
Page 723 Page 724
indicated some willingness to consider advancing Q. -- refundable, explain those terms for
more funds. us.
Q. Okay. A. Sotypically with abond issue, you're

going out to investors, either institutional
investors or individual investors oftentimes with
these bonds, in, you know, generally some
increments, $5,000 minimums.

And those investors when they make a
commitment of their funds, they want some
certainty that they're not going to get paid off
the next day.

And so they'll get some form or another
of call protection. And call protection just
really means, | can't issue my bond today, and if
| want to pay it off tomorrow, | can pay it off.
There are restrictions on that.

Sometimes that restriction takes the
form of call premiums where it costs more to pay
it off early.

Sometimesit'sjust astraight, what is
referred to as alockout or there's a period of
time in which they are not prepayable.

And in the case of Dawson, they have
consistently used afive-year lockout period. And
so what that means is from the day the bonds are
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1lissued for aperiod of five years, they cannot 1| A. Right. The portfolio bonds that Dawson
2 | prepay them. 2 |has outstanding runs from 2016 to 2020 and the
3 HEARING OFFICER TEXEL: After the 3| CoBank ones were also in 2020.
4|five years, they could? 4 And soif you do the quick math, you
5 THE WITNESS: After the fiveyears 5|know, the first four bond issues at least at the
6 |they can and then add -- just there's no premium 6| projected time of the closing will have reached
7 | after that. 7|that call date.
8 HEARING OFFICER TEXEL: Andthat's | 8 And so at that point, they can be paid
9| built into the bond rates -- 9|off. No problem.
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THE WITNESS: Builtinto all of
those.

HEARING OFFICER TEXEL: -- that
those --

THE WITNESS: Yep.

HEARING OFFICER TEXEL: -- people
buying it assume that?

THE WITNESS: Yep.

HEARING OFFICER TEXEL: Sothey can
build it into their decision.

THE WITNESS: Exactly.

HEARING OFFICER TEXEL: Okay.
BY MR. JARECKE:

Q. So some of the bonds call into what |

believeis called a non-callable because they're
within that five-year period?

The others cannot. And so anticipating
your question, what do you do there. Y ou know,
and | know one of the goals and one of the things
that has to be shown is should the merger go
forward, can Dawson say it doesn't have any debt.

And the way they would do that is
through a process called defeasance. And we did
talk about this-- not to bring in prior
testimony, but the same testimony for Norris and
Seward.

Defeasance is a concept where you take
today's money, you set up an escrow, you fund the
escrow, that escrow is going to be sufficient over
whatever period of time you've got |eft of the
call date, in this case two or three years, to
make whatever intervening interest payments are
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due and then to pay the whole thing off at the

end.

And contractually, if you look at each
of these bond resolutions, there's a provision in
it that saysif you do that, if you buy -- you
have to -- you have a specia kind of investment
you haveto putin. It'sgot to be federal
securities.

If you do that, then those bonds are off
the books. They're no longer outstanding for
purposes of -- of Dawson's, you know, balance
sheet.

Q. Okay. And that's-- we're kind of
getting now to that magic moment in time of when
those decisions will be made.

S0, again, as we're marching towards a
July 1, 2023, effective date, it can -- let's
start with -- | take it none of these decisions
have been finalized as of today?

A. No. At -- well, at my -- at the outset,
my -- my job was to explore options. And so |
probably even explored options that aren't what
the group intends to do but that was my job was to
throw it al out there.

One of the things that will have to

. . Page 728
happen, and we can talk alittle bit more about

this, isthe timing of thisisreally important.

So let'stake it at face value that
we'retalking about aJuly 1 date. The -- the
bond issue will really need to be sort of teed up
and ready to go on that same date.

So that on that date those funds are
available to cause that defeasance and pay off
half.

And then let me step laterally for a
second. You know, even though | explored alot of
options, the Plan A prime directive on al of this
was this was going to be another bond issue to --
to -- to take care of whatever obligation had to
be taken care of it.

It was just going to be a bond issue of
Central/Platte River going forward, that corporate
entity, you know, to -- to take care of the
obligations that need to be taken care of on the
Dawson side.

Q. Sothisdefeasance you talked about
again in theory would have to take -- in total,
there are approximately 47 million dollarsin
bonds. Not all of those could be defeased. Some
of those are callable or not.

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 2

90 (729 - 732)

2/16/2023
Page 729 Page 730
11 A. Correct. 11 A, wel -
2| Q. | believethere's about 22 that are 2| Q. --expectation the plan will be?
3|callable, 25 that are not callable, for rough 3| A. Thequestion really is where does the
4|numbers. 41money come from. And it's going to come from, you
5 And from your review of the records, 5|know, | think -- I'm fairly confident cash is off
6| clearly Dawson doesn't have that kind of cash 6|the table. Sowell skip that one.
7| presently available? 7 And soit's generally a borrowing of
8| A. Nottomy knowledge, but | don't know. | 8|another sort. And, again, to the CoBank
9 9
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Q. Okay. And, again, we've heard alot of
testimony that thereis-- thereisalarger pot
of cash than, you know, on this -- on the Central
side.

But at this point, were you in any way
directed that we're going to use Central cash to
defease those bonds?

A. No. Asamatter of fact, even got a
comment or two on the letter that | wrote, which
sort of mentioned it.

Again, the idea of having all options on
the table, but, you know, I've never heard that as
areal plan.

Q. Andasyou sit here, it'syour
expectation that will not be part of the plan?

A. That's--yes.

Q. And so aternatively, what is your --

25

discussion, they may be willing to make loans on
termsthat are favorable. They may, you know,
just let the assumption go forward to the bond --
to two note issues.

And then, you know, the consolidated
entity, you know, will issue bonds for the -- for
really the balance of what it takes to redeem and
defease those other Dawson bonds.

Q. Andinterms of the optionsthat are
available to begin to -- to these consolidated
districts to look forward to, in fairness the
current bonds that are outstanding are at a very
attractive interest rate?

A. Yep.

Q. And whatever interest rate might be
achieved, which we don't know what it will be, but
presumably it will be higher than today's -- or
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than the existing numbers?

A. That would be my assumption, yeah.

Q. However, and since you began your
investigation, your review of these, these
numbers, what has happened to the bond market in
the last six months or so that you've --

A. Yeah, | would probably go back 12 or
more.

Q. Okay.

A. 12iswhen things started getting a
little crazy and rates started really running up,
as everybody is aware.

Probably hit arecent peak. And, again,
I'm not an investment banker. Thisismy
experience in dealing with lots of investment
bankers.

But probably hit arecent peak in
November, December, and has since stabilized a
little bit and come down. And so that'sthe
landscape we're dealing.

It'slike any other bond issue, you
can't -- you know, you can't time them -- any
market, and you can't time the interest rate
market certainly.

Q. Okay. Sol won't ask you to make a

. . Page 732
prediction on what's going to happen between today

and July 1, but at least one possibility isit
will continue to come down?

A. One possibility. And to that point,
Dawson in particular, in conjunction with -- with
Central, have an investment banking team that's
watching this regularly.

| mean they redly have been. They've
been engaged and involved and are really paying
attention on the market side to watch this thing.

Q. Andyou've aready testified that
you're not an investment banker. But as part
of your expertise as abond counsel, are you
engaged with those investment bankers to make
these -- are they -- do they play an important
role in your decision making and advice that
you're offering the district?

A. Generdly in abond issue, yeah, | can't
do -- I'm, you know -- they provide the financial
advice. They look at the market. They test the
interest rates.

Ultimately if it's an underwritten deal,
they'll be the one selling the bonds on the
market. And they'recritical. The deal can't
happen without them.
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1 And | haveto rely on their input on, 1 THE WITNESS: Sorry.
2|you know, market factors so that | can do the job 2 HEARING OFFICER TEXEL: -- to hear
3|that | need to do, which involves both state law 3|well. I'm seeing them shaking their head no,
4|and federal tax law and al kinds of thingslike 4|s0 --
5| that. 5 THE WITNESS: Would you like meto
6| Q. I'mgoing to have you back up to your 6| repeat?
7| prior experience with Dawson and with others. And | 7 HEARING OFFICER TEXEL: Your voice
8| generally speaking, what isthe -- what source 8|isn't as booming as mine, and you're facing the
9 9

will -- so the revenue stream is the only asset
pledged to those bonds, to the --

A. Yes

Q. -- pledge of those bonds?

A. Yeah. Under state law, bonds are
limited to payment from revenues with -- with
exceptions for governmental entities where you can
maybe give a mortgage, but that's not in play
here.

Q. Andthe--

HEARING OFFICER TEXEL: I'm going
to interrupt just one -- you might want to lean
forward alittle bit.

THEWITNESS: Am| -- am | -- okay.

HEARING OFFICER TEXEL: Wdll, I'm
not sure you're close enough to the mic for the
people in the back --

opposite direction. So if you could bejust a
little bit louder or get closer to the mic, I'd
appreciateit.

THE WITNESS: Would you like meto
repeat that, if 1 can | remember the last answer?
BY MR. JARECKE:

Q. | think we're okay for the record.

A. Okay.

Q. Andintermsof -- but I'll refinethe
guestion. In terms of your experience and working
with public power districts, the only source of
collateral is, in fact, the revenue associated
with the electric services they provide?

A. Yes

Q. Andthey don't get to pledge the
substation or the home office or whatever it may
be, those assets are not part of --

© 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 735
A. Not for publicly offered bonds, no.

Q. And, again, going forward, there are
options available. But one of the options
available for -- if the issuance of new bonds
occurred, will be that same revenue stream from
those same el ectric accounts?

A. Yes Yeah

Q. But, again, that decision has not yet
been finalized?

A. Yeah. Again, kind of what -- my role
was not to limit options but to explore them.

But if the question is, isit possible
legally to limit a pledge to a specific source of
revenues, you know, absolutely. State law
providesit. There'sacouple of sections| can
cite, if you'd like.

And in particular, you know, earlier
testimony talked about Glendo and Kingsley not
being available for other units.

So | think in the sense some of thisis
going to have to happen anyway. But to be really
clear, my engagement at this point is to explore
the options.

Thefirst step of abond issue,
obviously here this -- it's subject to the -- you
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know, the discretion of this board.

If this board approves and things go
forward, the next step will -- I'll take specific
direction from the boards as to what to do next,
what that pledge looks like, all of those kinds of
things.

And, you know, | think | have a pretty
good flavor after today's testimony of what it's
going to look like.

Q. Andintermsof, again, the three pots
of money that are outstanding: the loans --

A. Yeah.

Q. --thecallable bonds, and the
non-callable bonds, isit quite possible or
practical that there will be different solutions
for each those?

A. Yeah. Yeah. And| can't speak to that.
Again, that's where both the discussions with the
bank and the discussions with the investment
banker, again testing the market, are going to be
important.

And I'd say most of those things are
manageable. It'sjust, for example, if you limit
arevenue stream alittle bit, you might have a
little bit higher interest rate, and vice versa.
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1 But, you know, | don't have adog in 11 Q. Yeah. And, again, | don't want to
2|that hunt. I'll follow directions given. 2| suggest that Dawson won't have input on that. But
3| Q. Ifit--asyousit heretoday, you -- 3|from your standpoint of the legality of the
4|you are engaged by Central to offer them advice? | 4|decisionsthat need to be made --
5| A. Correct. 5/ A. Yes
6| Q. Andinfinalizing thisdecision asto 6| Q. --your representation is Central. It
7|what to do with this Dawson debt, ultimately 7| has to happen prior to this merger being affected?
8| before the closing date, which again assuming that | 8| A. Correct.
9|to be July 1 of 2023, you will need to advise 9 BOARD MEMBER HUTCHISON: Sol --
10| Central, the current Central Board will have to 10| I'm alittle confused by that. So I'm hoping you
11 make a decision of how to address this debt; is 11]can help me understand that.
12| that correct? 12 So -- s0 you -- it makes sense to
131 A. Correct. 13| me, if | understood what was said correctly, that
141 Q. Soultimately it's not a Dawson 14 |you probably had provided advice to the current
15/ decision. Central, and only Central, only these 15| Central Board prior to the decision to make this
16 |irrigated surface waters, if you will, will 16 |amendment and petition the Power Review Board for
17 ultimately be making this decision? 17 |this amendment; is that right?
18| A. Yeah. | mean, we may want -- again, in 18 THE WITNESS: | would say | was
19| the spirt of the discussions today, and thisis 19| discussing with management both on the Central
20| for othersto determine, could be ajoint board so |29 |side and the Dawson side.
21)everybody has got buy in. | don't know. Butthe |21 Again, | had to have aclient for
22| technically legal entity -- 22| purposes of an engagement, but -- but | think
23] Q. Right. 23|the -- the management teams from my perspective
24\ A. -- gpproving thisthing before the 24|were very aligned on this asreally both wanting
25| merger will be Central. 25| to know the answers to the same question. And
Page 739 Page 740
1|that engagement was before the October 24th board 1|do anew bond issue because it will ceaseto
2| meeting when this was finalized. 2| exist.
3 BOARD MEMBER HUTCHISON: Okay. 3 BOARD MEMBER HUTCHISON: Okay.
4| All right. So that makes sense. And then what -- 4 THE WITNESS: And so it hasto be
5| then the other line of questioning and answer were 5|the Central sort of corporate entity that is going
6 | regarding the retirement potentially or what -- 6|to be the bond issuer going forward to --
7 |whatever the disposition of the current bonds that 7 HEARING OFFICER TEXEL: So for
8|are held by Dawson. 8| purposes of review and who your client is, that's
9 And | understood you to say that 9|the on-going client --
10 | Central's board has to make a decision about 10 THE WITNESS: Correct.
11| Dawson's bond. Can you explain that? 1 HEARING OFFICER TEXEL: -- that
12 THEWITNESS: Yes. 12| could advise you, not that they're going to make a
13 BOARD MEMBER HUTCHISON: Or maybel |13|decision on Dawson's debt --
14 misunderstood. Or can you just help clarify that? 14 THE WITNESS: No.
15 THE WITNESS: So backing up. 15 HEARING OFFICER TEXEL: -- but
16| Again, the -- the options are to pay off the bonds 16 | because they'll be the entity --
17 |if you can pay them off or do this defeasance. 17 THE WITNESS: They'll be --
18| Right? 18 HEARING OFFICER TEXEL.: --
19 BOARD MEMBER HUTCHISON: Okay. 19 | absorbing it?
20 THE WITNESS: Money has to come 20 THE WITNESS: -- the bond issuer,
21 |from somewhere. And so the plan -- | think the 21| correct.
22|plan all along has been to have a new bond issue 22 HEARING OFFICER TEXEL: Okay. |
23 | to accommodate that. 23| had the same confusion as Vice Chair Hutchison.
24 And | can talk about the reasons 24 THE WITNESS: Sorry --
25 |for that, but -- but the challenge is Dawson can't 25 HEARING OFFICER TEXEL: Thank you.
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1 THE WITNESS: --if | wasn't clear. 1| Central Board decision in advance.
2|BY MR. JARECKE: 2 HEARING OFFICER TEXEL: Okay.
3| Q. But, again, excellent question by 3 THE WITNESS: Now, again, we
4|Director Hutchison. 4 |haven't mapped out the board approval. But asa
5 But to the point of that, again, there 5|legal matter, Central's board, because that's the
6| has been alot of speculation that -- that we're 6 | continuing corporate entity --
7|going to raid the cash. 7 HEARING OFFICER TEXEL: Entity, but
8 But if the Central Board decided cashis 81it will change its name.
9 9 THE WITNESS: Yes. Because-- and
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our best avenue, that's a Central decision?

A. Yes

Q. If Central decidesthat if the issuance
of anew bond and whatever source of revenue
associated with that is the best alternative, that
isaCentral decision?

A. That'sright. And keep in mind that
that bond issue and those decisions have to be
made on the same day that the consolidation
closes.

Soit'snot like that's alingering
thing that could happen later. That's got to be
set in stone when that bond issue is done.
HEARING OFFICER TEXEL: And
essentially this would be a Platte River Board
decision; isthat right?
THE WITNESS. It would needto bea

the reason for that is you have to have this
approval ahead of time. Y ou know, thereisno
way you can --

HEARING OFFICER TEXEL: For bond
issuance reasons and -- okay.

THE WITNESS: Exactly. Exactly.

HEARING OFFICER TEXEL: Okay. But
that will be the entity, even though they'll
change their name, that has to be a decision
beforehand --

THEWITNESS: Yes.

HEARING OFFICER TEXEL: -- for the
investorsto allow this. Okay.

BOARD MEMBER HUTCHISON: Soto
clarify. The plan of consolidation and the
agreement that has been reached by both boardsis
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to implement the necessary action that is

necessary to make this merger happen.

S0 -- so essentially -- essentially
Central's board has aready agreed to do something
to support the -- the retirement of this debt.

The decision that the board still
has to make at this point is how they want to
retire the debt.

THE WITNESS: Correct.

HEARING OFFICER TEXEL: The
bonds -- those bonds.

THE WITNESS: And -- andif | can
follow-up, the reason for that is, again, the kind
of fluidity of timein thisthing.

When those discussions were
happening and the options were being put out on
thetable, it waslast fall. And, you know, we
all know these interest rate markets can move a
little bit.

And so the idea there was not to
foreclose an opportunity that might be more
valuable later as we get closer to the bond issue.

And so it did include options that,
again, | don't think are going to be on the table,
but the point was to not cut off options.

Page 744
BY MR. JARECKE:

Q. Mr. Schenken, just to follow-up on both
of those questions and to -- and to make it
crystal clear.

The vote and whatever path forward is
selected will not be avote of 23 people. 1t will
be avote of 12 people.

A. | mean, from my perspective to have the
legal authority to issue the bonds in a sequence
that we need to have them and the timing we have
to have them, it would have to be Central's board
that approvesit.

Now, again, the way these two boards
have been conducting their business, would |
anticipate that there might also be a
corresponding Seward -- excuse me -- Dawson
action, sure.

Q. Sure.

A. But from my legal opinion, | need the --
the Central Board.

Q. Every expectation, it might be ajoint
meeting. But, again, ultimately without the
approval of those 12, the mgjority of those 12 --

A. Correct.

Q. -- this cannot happen?
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11 A. Cannot happen. 1|say market participants, are those investors?
2| Q. Will you havetoissuealega opinion 2 THE WITNESS: Bondholders.
3| associated with thisissuance, if that's the path 3|Bondholders and investors.
41to go forward? 4 HEARING OFFICER TEXEL: Investors.
5| A. Yeah, that's-- you know, we didn't 5 THEWITNESS: Yes.
6| really get into what bond lawyers are. And most 6 HEARING OFFICER TEXEL: Okay.
7| of you guys may know. And if I'mtelling people 7 THE WITNESS: Yep.
8|things they already know, forgive me. 8|BY MR. JARECKE:
9 9
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But, you know, we advise clients, mostly
public sector clients on the issuance of debt,
largely tax-exempt debt under the Federal Tax
Code.

And, you know, at the end of the day,
what we deliver isreally an unqualified legal
opinion that market participants rely on.

And so while we have aclient, and we
have dutiesto that client like every lawyer does,
we also have third parties out there that are
relying on our legal opinion and that -- you know,
the standard is much higher than just a reasonable
legal opinion.

It'sa--it'sa--it'savery high
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Q. And, again, from -- from al of your
prior bond issuance and my prior involvement with
you in various public power districts, you will
confirm through your own due diligence that it was
a public meeting, the resolution was duly signed,
all of those things have to be confirmed by you --

A. Yes

Q. -- before you can issue your opinion?

A. Yes

Q. Thereisa-- thereisanote we glossed
over -- | glossed over, anotice provision.

How does -- how do bondholders presently

get the opportunity to know that these bonds are
going to be defeased or refunded, whatever that

25

website, and it's been out there since, | think,

23| standard. So we have to have every confidence 23 | opportunity may be? What's the requirement under
24 |that these actions have taken place and so forth. 24 the --
25 HEARING OFFICER TEXEL: Whenyou [25] A. Sowell -- well break it again. The
Page 747 Page 748
1\ bank -- the bank sideis easy, that's 1\ November 1st.
2| communication between a customer and itsbank and | 2| Q. EMMA, help the court reporter out, it's
3|that'sas | understand now well underway. 3| spelled E-M-M-A?
4 But on the bond side, there is actually 4] A. Andit's.org.
5|aspecific SCC rule caled 15¢2-12 that obligates 5| Q. Okay. I don't know what it stands
6if you are an issuer of publicly offered bonds, 6|for --
7|you have certain things that you're mandated to 7| A. Electronic Municipal Market Access.
8| disclose to the bond-holding world, and that's now 8| Q. Okay. Thank you. And asaresult of
9| by awebsite called Emma. 9|the posting of that notice on this website, have
10 And basicaly it'sasingle place where 10]you become aware, or to your knowledge, have there
11 | these notices can be posted and the municipal 11 |been any parties that object to this?
12 |bondholder knows where to go get stuff. 12| A. Nottomy knowledge. | did even ask
13 So one of the categoriesisthat you 13|Ms. Kautz -- who can, of course, speak for
14 will provide notice if you either enter into any 14| herself -- and the investment banker who assisted
15| merger -- if you enter -- if you merge or 15in the posting of the notice. And neither of them
16 | consolidate or enter into an agreement for the 16 | have gotten any response.
17| merger or consolidation. 17 And -- and for clarity, the notice
18 And so when the October 24th actions 18 | actually said if there are any questions contact
19 were taken and a plan of consolidation was 19| Gwen Kautz at Dawson.
20 | executed, | felt that triggered that notice 201 Q. And, again, so those market
21| requirement, talked to both districts. 21| participants, those bondholders, banks, whatever
22 And Dawson, being the bond issuer, 22 |they may be, that's the avenue by which they could
23| posted notice to al of its-- it's called CUSIP, 23| object, if they so wished?
24 |bond -- bond identification numberson thisEMMA |24|  A. Correct.

25

Q. Mr. Schenken, we've -- we've moved
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1|quickly, and | apologize. It may have undermined | 1|positive informal response from S& P.
2 |your testimony to some degree. 2 And then that rating or that increased
3 But | want to jump just momentarily to 3| credit quality can result in lower interest rates
41the -- again, your understanding and your 41onthe market. Asthe credit quality rises, the
5|viewpoint of this consolidated entity based upon 5|interest rates go down.
6 |your experience, based upon your experience as 6 HEARING OFFICER TEXEL: S&Pis
7|bond counsdl, as -- as to whether or not an entity 7| Standard and Poor's.
8|with alarger asset pool and alarger revenuepool | 8 THE WITNESS: Standard and Poor's,
9|is, again based upon your experience, more 9|yes.
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attractive to the market?

A. You know, again, not an investment
banker. But based on my experience, | would say
generally, yes. You know, and, again, it depends
onwhat is pledged.

So, you know, we may have the exact same
credit that we had for Dawson, but generally
speaking, yes.

Q. Andwhat is generally -- when you say
yes, and | use the term more attractive, what does
that trandlate to? What does that meanin --

A. Ratingsand interest rates. So if there
isarated credit like Dawson, and they maintained
an A rating from Standard and Poor's, that rating
agency view -- may view thisfavorably. Again,
Ms. Kautz testified that she got at least a

BY MR. JARECKE:

Q. And you talked about the rate. And,
again, | promised that | would clarify afew terms
earlier.

The rating agency, Standard and Poor's,
makes that decision. Isan A rating for public
power districts, generally speaking, as good as it
gets?

A. | would say today, yeah. In Nebraska
with these types of districts, | would suspect so,
but | haven't done any kind of a survey.

| mean, that -- it used to be that AAA's
were common. And the financial crisis sort of
flushed that all out, and so now they're pretty
darnrare, and --

Q. But generally not in the public power
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world were there AAA'S?

A. No. No.

Q. And, in fact, Nebraska Public Power
District'srating slipped below A?

A. I'mnot-- 1 can't --

Q. If you don't know, then that's fine.

A. -- comment on that.

HEARING OFFICER TEXEL: Let meask
onething. Whereisan A onthe scale? It's good
for --

THE WITNESS: Y eah.

HEARING OFFICER TEXEL: Good for
public power. Whereisan A on the scale? |
don't know what it goes from and to.

THE WITNESS: Well, thetopisAAA,
if you'retalking S& P, and the bottom -- really
thereisalot of bottom, but where you get to
what's --

HEARING OFFICER TEXEL: Getinto
junk bonds.

THE WITNESS: Peoplerefer to junk,
that's when the BBB minus --

HEARING OFFICER TEXEL: But
investment grades --

THE WITNESS: Investments grade --

Page 752
HEARING OFFICER TEXEL: What kind

of levelsarethere? Isitan A --
(Court Reporter clarification.)

THE WITNESS: Sorry. My apologies.

HEARING OFFICER TEXEL: Hold on
just asecond. Isan A near thetop? | mean, is
there A, AA, AAA --

THEWITNESS: Yes.

HEARING OFFICER TEXEL: --and
that'sit, or isthere minus and plus --

THEWITNESS: A, AA, AAA. Theres
minuses and pluses, theirs gradations.

HEARING OFFICER TEXEL: Okay.

THE WITNESS: But that ison the
higher end and | would say very good for this kind
of credit. But, again, you can speak --

HEARING OFFICER TEXEL: Okay.

THE WITNESS: -- to investment
bankers on that as well.
BY MR. JARECKE:

Q. Below that, you would jump into B's and
Cs?
A. Weéll, B'sfor sure. And, frankly, when

you get there -- there comes a place where the
cost of having arating doesn't give you the bang
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1ifor the buck. 1 THE WITNESS: | think --
2 In other words, if you get arating and 2 BOARD MEMBER REIDA: The question
3|it'sgood, it will decrease your interest rate. 3|isif you havea--
41f you start paying all the money to get arating 4 MR. DEGAN: | think that'salega
5|and your rating is not very good, it's not worth 5| conclusion, but --
6|it. Soyou don't see those kinds of low ratings 6 BOARD MEMBER REIDA: Nebraska
7| because they're not valuable, at least in my 7| power district and the charter does not
8| experience. 8| have the language that says that they cannot issue
9 MR. JARECKE: | have no further 9| general obligation bonds. What impact does that
10 |questions. 10 {have?
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HEARING OFFICER TEXEL: Anything
from the board?

BOARD MEMBER REIDA: | -- | don't
know if thiswitnessis one that was engaged to
address the issue as to the required contents of a
charter for adistrict. What must be in that
charter?

THE WITNESS: | was -- no, Chair
Reida, | was not engaged for that purpose. | can
comment on that, if you would like, but | was not

THE WITNESS: So, Chair Reida, |
would say | do not have an answer to that
question, but the -- the side answer is we would
never approve general obligations for a Nebraska
public power district in any event. Because they
don't have the statutory authority to do that.

And so from my perspective, sitting
as bond counsdl, it doesn't matter. Others can
comment on the effect in terms of the charter
process.

25

clear in the statute.

21|engaged for that purpose. 21 HEARING OFFICER TEXEL: You're
22 BOARD MEMBER REIDA: Isitfair to 22 |talking about the practical effect fromissuing a
23| ask the question of this witness? 23| bond?
24 HEARING OFFICER TEXEL: If he 24 THE WITNESS:. Right.
25 | knows -- if he knows the answer, what he -- 25 HEARING OFFICER TEXEL: And -- and
Page 755 Page 756
1| getting a bond rating, things like that? 1 HEARING OFFICER TEXEL: Okay.
2 THEWITNESS:. Inmy -- 2|Sorry. Mr. Reida -- or Chairman Reida, are you --
3 HEARING OFFICER TEXEL: Not the 3|are you done?
4|legdl, not the legal -- 4 BOARD MEMBER REIDA: Yes, | am-- |
5 THE WITNESS: Well, my ability to 5|am done. That was the only question | had.
6| deliver an opinion. In other words, if someone 6 CROSS-EXAMINATION
7|came -- if -- if someone came to me and said 7|BY MR. DEGAN:
8|issue -- you know, facilitate the issuance of 8] Q. Okay. Thank you. Mr. Schenken, | guess
9| general obligation bonds for Nebraska Public Power | ©|maybe I'll just start there.
10|Digtrict, | would say no. And | don't care what's 10 Y ou've talked about there are a couple
11|in the charter -- 11| of different options or maybe several that are
12 HEARING OFFICER TEXEL: Right. 12 lunder consideration and no final decision has been
13 THE WITNESS: -- issort of my 13|made. Isthat afair statement?
14| comment there. 141 A. Tomy knowledge, no. Other than what |
15 HEARING OFFICER TEXEL: Andwould |15|learned today about the intent of the parties
16 |you expect any other bond counsel would -- 16 |through the consolidation.
17 THE WITNESS: No. 17| Q. Okay. One of the options would be to
18 HEARING OFFICER TEXEL: --dothe |18|issue replacement bonds; correct?
19| same? 191  A. Yes
20 THE WITNESS: They would all -- 201 Q. And thosewould be revenue bonds; right?
21 well, | can't say al. | can't say al. But they 21} A. Correct.
22 would al likely have the same answer. 22| Q. They're not general obligation bonds?
23 HEARING OFFICER TEXEL: Right. 23 A. No.
24 THE WITNESS: Becauseit's very 24| Q. General obligation bonds are backed by

all of the assets of the entity?
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11 A. Yesh. And often have-- often havean | 1|bond?
2ad valorem tax. 2| A. Inmy universe of exploring all options,
3| Q. Gotit. 3|yes. But listening and reading and hearing
4 A. That'susualy -- 4 |testimony, | think that's extremely unlikely.
5| Q. Andinthissituation, the only thing 5| Q. Okay. But at one point you did identify
6|that's going to back up the debtor's payment 6]it as an option?
’|stream is going to be the revenues from that 7| A. Because| wastold to identify all
8 |district? 8| options, even ones that may not be popular.
9 A. Correct. Yeah. 9] Q. Understood. But it wasan option;
101 Q. Okay. Andif | understand your 10| correct?

N NN R R R R R R R R R
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testimony that, you know, although that's being
considered, it's probably unlikely. Isthat a
fair statement?

A. For -- for the general revenuesto be
pledged, isthat --

Q. For revenue bonds.

A. No. I think revenue bonds are the
solution.

Q. Youdo think that that's the most likely
solution?

A. That's-- yes.

Q. Okay. But another solution would be if

A. Yeah.

Q. And -- and are you aware of any
impediment that would prevent those -- those funds
from being either pledged or utilized to retire
Dawson bonds?

A. Weéll, cash can't be -- it's not a part
of the pledge. So it would be revenues, which are
the on-going revenue stream from the operation.

And, you know, | think you might be
talking about if the board decided to apply the
cash and that would be again a Central Board
decision to do so.

23|there were a determination to utilize cash 23| Q. Didyou do any analysis of the funds
24| revenues that Central is holding, that could be |24 |that are available and how they could be utilized
25|used to -- to escrow and retire the defeasance |25 |for that purpose?
Page 759 Page 760
11 A. No. 11 A. Legadlly, yesh.
2l Q. Youjustsmply identified it as 2] Q. It'svalidly issued and enforceable?
3| something that could be looked at? 3| A. Correct.
4] A. Yeah, cash generally becauseit's -- 4] Q. Allright. And|I takeit you're not
5| because it's an option. 5|aware of any asset valuation for any of
6| Q. Didyou do acashflow analysis of 6| Central's --
7| Central and Dawson for any of your work uptothis | 7| A. No. No, I'm not.
8| point? 8| Q. And, again, under Nebraska law, those
91 A. Intermsof their business operations or 9| assets could not be pledged?
10 |the bonds? 10| A. Thereisaspecific exception in 76-44
11| Q. Wsdl, for purposes of the bonds, the 11 |that if it's -- the CFC, National Rural Utilities
12 | revenue sources that would be available? 12| Cooperative Finance Corporation, there's some
13| A. No. Other than I'm familiar with 13 |governmental entities that could take a mortgage.
14| Dawson's historical debt service coverage ratio, 14 But for purposes of what we're talking
15| things that were spoken about before. 15 | about, you can't lawfully ground mortgage. It'sa
16| Q. Okay. But you haven't yet been asked to 16 |very -- it's pretty narrow exception.
17 |do an analysis or render an opinion as to revenue 17| Q. Allright.
18 | streams that would be available for purposes of 18 HEARING OFFICER TEXEL: They could
19 |the bond? 19 | be purchased or transferred between public
201 A. Yeah. | don't think | would ever be 20 | entities, but not sold to third-party private
21| asked to do that in my role as bond counsel. 21| entities; isthat correct?
22| Q. That'stypically not the role of -- 22 THE WITNESS: Wéll, and -- good
23| A. Financia adviser. 23| clarifying question. | think counsel's question
24| Q. You'reissuing an opinion saying that 24 |was about pledging, giving amortgageto a
25 it's -- 25 | creditor. So --
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1 HEARING OFFICER TEXEL: Okay. Not | 1|that way, that, you know, the -- the preliminary
2 |transferring an asset -- 2 | steps have been taken so that the bond issue is
3 THE WITNESS: So the mortgage on 3|ready to close. Sothe money isthereto take
4|your house, right. | think those are alittle bit 4| care of the -- the defeasance and redemption.
5|different rules -- 5| Q. And that rate could be higher or lower
6 HEARING OFFICER TEXEL: Usingitas | 6|than whereit sitstoday?
7|acollateral? 7| A. Itcould.
8 THE WITNESS: Usingitasa 8 MR. DEGAN: Thank you. No further
9| collateral isvery limited under the -- under the 9|questions.

N NN PR R R R R R R R R
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Nebraska statutes.
HEARING OFFICER TEXEL: Okay.
THE WITNESS: And only for those
kinds of governmental entities.
BY MR. DEGAN:

Q. And because no final decisions have been
made and you indicated the timing isimportant,
but we don't ultimately know when the timing of
thiswill play out?

A. Wédll, and my task has been to sort of
target that July 1 date, knowing that it may not
be the date.

But what | need to do iswork backward

10
11
12
13
14
15

17
18

20
21
22

MR. JARECKE: Just avery brief
follow-up unless the board has a question?
HEARING OFFICER TEXEL: No.
REDIRECT EXAMINATION
BY MR. JARECKE:

Q. Mr. Schenken, again, there was a
question of the utilization of cash. And for
purposes of my question, I'll have you accept this
assumption that Dawson is sitting on roughly 18 to
20 million dollars of cash.

Certainly that cash could be utilized to
address some of the bond indebtedness?

A. It --it could, should the Dawson Board

25

consolidation so that it can be happen.
Those decisions are made at that point.

23|from that date. So that, you know, when that date |23 |decide, but | think | just heard Ms. Kautz say she
24| comes, and should the board approve this and 24\ would be strongly against that.
25 | everybody isready to close, if things should go 25| Q. Correct.
Page 763 Page 764
11 A. I mean, for -- for reasons-- not for 11And, again, my understanding of the likely -- very
2| holding on to cash reasons. | took her testimony 2|likely answer isit'sabond issue.
3|to be that wouldn't be a good financial decision. 3 MR. JARECKE: Withthat, | have no
4] Q. Andbut -- but, again, assuming this 4|further questions.
5| merger goes forward, if the cash is not utilized 5 But | would offer Exhibit 39, which
6 |to satisfy debt, obviously the cash dides over 6 |was the letter that Mr. Schenken prepared, |
71and becomes -- 7| believe, dated December 13th, if I'm not mistaken.
8] A. Yes 8 THE WITNESS: | think that'sright.
91 Q. --partof the merged entity's cash? 9 MR. JARECKE: And --
10 A. Correct. 10 HEARING OFFICER TEXEL: To--
111 Q. And utilized presumably for electric 11 MR. JARECKE: To thisvery issue.
12| purposes, assuming it staysin the -- 121t is addressed --
13 A. Yes 13 HEARING OFFICER TEXEL: | meanto
141 Q. Andlastly, you were asked by 14 |what -- to Central's board?
15| cross-examination, what impediment is there to 15 MS. KREIFELS: No, it'stothe
16 |using the cash? Isn't the answer the impediment 16 | Power Review Board.
17 |to using Central cash isthe Central Board? 17 MR. JARECKE: It's addressed to the
18| They're not going to approve that? 18 | Power Review Board in anticipation of the
191 A. | --1think that'sright. | think -- 19 testimony that was going to be offered in
20| because the decision as to what the source of 20| December, obviously we have been delayed until
21 |funds for the redemption and defeasance haveto be |21 |today.
22 made now -- now being -- now in the very near 22 | think that letter mirrors much of
23 |future and prior to the effective date of the 23 |today's testimony, but | think particularly for
24 24 | definitional reasons, it could be a useful exhibit

for the board.
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1 MR. DEGAN: No objection. 1|same one as for our public meeting. So that one
2 HEARING OFFICER TEXEL: Okay. | 2|isactually available on the Power Review Board's
3| will accept Exhibit 39. 3|website.
4 | would just note for the record, 4 | don't know if you canlink toit,
51it was addressed to me, but | have not seen it 5|but it certainly has the log-in information, and
6| until just now. 6|you can cut and paste into the URL, if you've ever
7 MR. JARECKE: Safetravels. 7|doneit using our normal process for our public
8 THE WITNESS: Thank you. 8| meetings.
9 9

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

HEARING OFFICER TEXEL: Let'sgo
off the record.

(Discussion had off the record.)

MR. JARECKE: So on behalf of the
Central Nebraska Public Power and Irrigation
District in this proceeding to amend its charter,
Charter Amendment Number 6, again Central rests.

HEARING OFFICER TEXEL: Okay.
Given the hour, we are not going to start with a
witness for the Citizens since we only have 10
minutes remaining before we have to stop this
afternoon -- or evening.

So we will reconvene at 9:30
tomorrow, same location. And there was a WebEx
that was sent to counsel to distribute for
tomorrow's WebEx.

Actualy that was -- that's the

Soitispublicly available for
tomorrow's session because we're going to start --
well start at nine o'clock for the public
meeting, so everybody knows.

WEe'll conduct a half hour public
meeting or shorter, if -- if that works out. And
at 9:30, we'll start this hearing.

So we do have a public meeting
for -- from 9 until at most 9:30 tomorrow. |
think it should be a very short meeting, depending
on the board's questions for me.

But that's the distinction of what
we're doing tomorrow. The public -- or the public
meeting will, of course, be open to the public.

The hearing will be like this. We
will go back into quasi-judicial, and it won't be
public anymore, except for the -- to watch, but
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

not to participate.

So | want to draw that distinction
because it confuses sonme peopl e.

Al right. Wth that, we will then
be in recess until 9:30 for this hearing tonorrow.

(5:06 p.m - Recessed.)
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