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BEFORE THE WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON

WASHI NGTON UTI LI TI ES AND
TRANSPORTATI ON COVM SSI ON,
DOCKET NO. UW 031284 &
DOCKET NO. UwW 010961
(consol i dat ed)

Conpl ai nant,

V.
VOLUME 1| |
AMERI CAN WATER RESOURCES, Pages 22 to 51

I NC. ,

Respondent .

In the Matter of the
DOCKET NO. UW 031596
Penal ty Assessnent Agai nst
Virgil R Fox, President,
Aneri can Water Resources,
Inc., in the amount of

$3, 700. 00

e e e N N N N N N e N N N N N N N N N N N

A pre-hearing conference in the above matter
was held on April 22, 2004, from9:50 a.m to 10:10
a.m, at 1300 South Evergreen Park Drive Southwest, Room
108, A ympia, Washington, before Adm nistrative Law
Judge KAREN CAI LLE.

The parties were present as follows:

THE COWM SSI ON, by LI SA WATSON, Assi st ant
Attorney General, 1400 South Evergreen Park Drive
Sout hwest, P. O Box 40128, dynpia, Washington

98504- 0128, Tel ephone (360) 664-1186, Facsinmile (360)
586- 5522, E-Mail | watson@wtc. wa. gov.

Joan E. Kinn, CCR, RPR
Court Reporter
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AMERI CAN WATER RESOURCES, | NC., by MARK
NYHUS, Attorney at Law, 2405 Evergreen Park Drive
Sout hwest, Suite B-1, O ynpia, Washi ngton 98502,
Tel ephone (360) 956-7211, Facsimle (360) 753-6862,

E- Mai | mmyhus@wave. com
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PROCEEDI NGS

JUDGE CAILLE: Good norning, this is a
pre-hearing conference in Docket Numbers UW 031284,

UW 010961, and UW 031596, consolidated, captioned
Washington Utilities and Transportati on Conm ssion
versus Anerican Water Resources, Incorporated. The
parties were notified by letter of this pre-hearing
conference served on April 9th, 2004, and today is Apri
22nd, 2004. W are convened in a hearing roomat the
Conmi ssion's headquarters, and ny nane is Karen Caill e,
| amthe presiding Adm nistrative Law Judge for this
proceedi ng. The purpose of this pre-hearing conference
is essentially to prepare for the hearings that wll
begi n on Monday, and | have asked the parties to provide
me with a list of witnesses and the order in which they
will be presented and their estimtes of
Cross-examni nati on.

Before | go any further, let's get the
appearances on the record. Wy don't we begin with the
conpany, if you will please give your name, you address,
whom you represent, phone, fax, and E-mail.

MR. NYHUS: My nane is Mark Nyhus, N Y-H-US
as in Sierra. | amwth the |aw office of Richard A
Fi nni gan representing the Respondent, Anerican Water

Resources, Inc. M address is 2405 Evergreen Park Drive
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Sout hwest, Suite B-1, dynpia, Washi ngton 98502. MW
t el ephone nunber is (360) 956-7211, facsinle is (360)
753-6862. MWy E-mail address is M Nyhus, N-Y-H-US,
@wave, the letter Y-WA-V-E. com

JUDGE CAILLE: Al right, thank you. So the
E-mai| address is mnyhus@wave. conf?

MR, NYHUS: The M and the Nyhus run together

JUDGE CAI LLE: Okay.

MR, NYHUS: So it's myhus@wave. com

JUDGE CAILLE: ©h, so there's no period after

m?

MR. NYHUS: Right.

JUDGE CAI LLE: Okay.

MR. NYHUS: [f | said that, that was
i ncorrect.

JUDGE CAILLE: That's probably just ne
because |I'mused to doing that.

And for Staff, you don't have to put in your
full, just who you are and whom you represent since you
have done it before.

MS. WATSON: Thank you, mnmy nane is Lisa
Watson, |'m an Assistant Attorney Ceneral representing
Conmi ssion Staff.

JUDGE CAILLE: Al right, let the record

reflect there are no other appearances.
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Now to continue fromwhere | left off, |
guess the first thing since | was tal king about the I|ist
of witnesses and the order of witnesses, | just want to
check with the parties, you should have before you a
matri x that incorporates the cross exhibit times of the
conpany and Staff, and | just wanted to check in with
you agai n about the order of those w tnesses and the
estimtes of cross-exam nation. Are those accurate?

MS. WATSON: For Staff they are accurate. |
just wanted to note that Ms. Lahmann has a conflict in
the afternoon, and she is listed as first, and it
doesn't look like that is going to be a problem but |
just wanted to note that.

JUDGE CAILLE: Is it okay if she still goes
first? The way | have ordered the exhibits |I assuned
she needed to go first.

MS. WATSON: Yes, we would prefer that she go

first.

JUDGE CAI LLE: Okay.

Since it |ooks |ike we have 17 hours of
cross-exani nati on and we have 2 days of hearing, | have

checked into the availability of this roomfor
Wednesday, and is everyone avail able on Wednesday in
case we need to go another day?

MS. WATSON: Wednesday afternoon, there is
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t he open neeti ng Wednesday norning, and | know t hat one
or both of nmy Conmission Staff witnesses will need to
participate in that open neeting.

JUDGE CAILLE: Al right, well, we will just
kind of play it by ear then. Perhaps we will have the
norni ng of f on Wednesday norning and take up again on
Wednesday afternoon. My idea is to go fromlike 9:30 to
12:30 and 1:30 to 4:30, which will probably actually go
to 5:00, and | would like to really try to adhere to
that schedule so that we can get in everything that we
can. Because this is just your cross-exam nation, this
is not any questions that | mght have or redirect
and --

MS. WATSON: |Is there the possibility for
eveni ng sessions? | think that once we get into the
hearing we will have a better sense of howit's going to
go.

JUDGE CAILLE: | would really rather not, but
if it's necessary, | would -- no, | think we better not.

How do peopl e's schedul es | ook on Thursday
and Friday; do you know?

MS. WATSON: Friday |I'm out of town, Thursday
woul d be fine.

JUDGE CAI LLE: Okay.

MR. NYHUS: Your Honor, | will have to --
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wel |, actually Rick Finnigan will have to get back to
you on that since he will actually be appearing on those
days.

JUDGE CAILLE: All right.

MR NYHUS: So | can't really speak for his
schedul e.

JUDGE CAILLE: Should this be a short open
nmeeti ng, maybe we could begin right after the Comm ssion
-- do you have an idea about how -- are there a | ot of
items on this open neeting?

MS. HANSEN: The open neeting i s packed.

It's going to be a |l ong open neeting |I have a feeling.

JUDGE CAILLE: Do you have any idea whet her
it will go into the afternoon?

MS. HANSEN: Potential, but | wouldn't think
it wuld go far into the afternoon. Oftentines the
conmi ssioners will go until 12:30 or something, then
they will just keep going to finish the docket. But
tonorrow I will have a better idea when | see a draft of
the agenda, but what | know is on there nowis fairly
| engt hy.

JUDGE CAILLE: Al right, then we'll just
kind of play this by ear. Maybe it will go nore quickly
than the parties have antici pated.

Anot her purpose for today's hearing was to
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consi der any objections to any of the exhibits. And
actually since we have the tine, have the parties had a
chance to go through all the exhibits in the case? |
mean obvi ously you just got the cross exhibits, but are
there any objections to any of the exhibits so far?

MS. WATSON: Staff has had a chance to review
the exhibits, and | have al so spoken with M. Finnigan
and Staff doesn't have any objections at this point, and
M. Finnigan indicated to ne that he doesn't as well

JUDGE CAILLE: Okay. Wiat | will do is |
wi |l check in on Monday norning after the parties have
had an opportunity to go through the cross exhibits, and
perhaps the first thing we can do is to stipulate to the
adm ssion of the exhibits if there are no objections.

MS. WATSON: One thing that | was noticing
just looking at the conpany's cross exhibit list, it
| ooks like there's sone overlap. For exanple, DR 21 is
of fered both by the Staff and by the conpany, so we
m ght be able to take care of sone of that too.

JUDGE CAI LLE: Okay.

MS. WATSON: Judge Caille.

JUDGE CAI LLE: Mm hm

MS. WATSON: The stipul ation that you were
tal ki ng about, does that include cross exhibits or

pre-filed?
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JUDGE CAILLE: | think everything. That's
why | was thinking | would give you until Mnday to kind
of | ook things over so you woul d know.

M5. WATSON:.  Ckay.

JUDGE CAILLE: O herwise | would just mark
them admtted, but we'll just wait.

And | know from Staff that there are no
di spositive nmotions, is that correct for the conpany as
wel | ? The conpany is not noving to dismss or anything?

MR. NYHUS: No.

JUDGE CAILLE: Okay, the last thing | wanted
to just nention is that you have received a Bench
request fromus, and ny accounting advisor has come up
with sonme discrepancies or errors in each of both the
conpany's case and in Staff's case, and these questions
| believe are to ferret that out. Wat | really would
like not to do in this hearing is to turn this into |ike
a question of mathematics. | really would like us to
focus on the nmmjor issues. There really aren't that
many, and | think the mathematics we can work out down
the road. | apologize for the |ateness of this Bench
request, but ny accounting advi sor has been in and out
of the hospital, and | was away, and so that's why it
cane so |late.

MS. WATSON: | did have a question with
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regard to the Bench requests.

JUDGE CAILLE: Yes.

MS. WATSON: W have been working to answer
those, and some of themare revised exhibits that we
have already filed, and sonme of them are new exhibits.
Woul d you prefer that we file sonething separate from
the Bench request with the records center, or is the
Bench request enough in order to get those exhibits into
the record?

JUDGE CAILLE: Let's go off the record just a
moment .

(Di scussion off the record.)

JUDGE CAILLE: W have had an off the record
di scussi on about how to handl e the Bench requests, the
filing of the materials that have been requested by the
Bench request, and it has been deci ded that those
exhibits will be designhated as Bench Requests 1, 2, 3,
4, 5, or response to Bench Requests 1, 2, 3, 4, 5, and
if you will just put before your response whether it's
the Staff or conpany.

Okay, is there anything further?

M5. WATSON: Staff did have one further item
of clarification. Since this docket has been
consolidated to include the conplaint case as well as

the penalty assessnent case, | wanted a little bit of
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clarity on M. Fox's representation. In the conplaint
case he was represented by counsel, and in the penalty
assessnment case he had appeared pro se. | did have a
conversation with M. Finnigan, and he indicated that
M. Fox would be represented in all of the dockets, and
| just wanted for clarification's sake to ask about
t hat .

MR, NYHUS: That's ny understanding as well.

JUDGE CAILLE: So are you asking ne, or are
you asking M. Nyhus?

MS. WATSON: Well, 1'm posing the question to
you since that's | guess the normal way of doing things,

and then | suppose M. Nyhus would be the one to respond

to that.
MR, NYHUS: That's ny understandi ng.
JUDGE CAILLE: That's your understandi ng?
MR NYHUS: Yes.
JUDGE CAI LLE: Okay, so yes, M. Finnigan or
M. Finnigan's firmw Il be representing all dockets.

MS. WATSON:  Ckay.

JUDGE CAI LLE: Anything further?

M5. WATSON: The only other thing is the
briefing schedule, and I haven't had a chance to speak
with M. Finnigan, | did speak with M. Nyhus, and so |

don't know if you want to address that now or Monday
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nor ni ng.

JUDGE CAI LLE: Have you discussed a briefing
schedul e, and have you come to sone agreenent on a
briefing schedule? Because if so, let's take care of it
now. Because | would normally leave it | think unti
the end of the hearing, but since there is so nmuch
cross-exanination, | would just as soon get it taken
care of now.

MS. WATSON: | have a suggestion, and
M. Nyhus has a response, but neither one of us have had
a chance to speak with M. Finnigan.

JUDGE CAI LLE: Okay.

MS. WATSON: So | don't know if you want ne
to go ahead and present ny suggestion or wait.

JUDGE CAILLE: Why don't you go ahead and
present it just kind of so | have an idea.

MS. WATSON:  Sure. It's a little unorthodox
in the sense that it's -- | don't know if you want one
round or two rounds of briefs, but | have presented or
have prepared a suggestion for both. | have a few days
schedul ed off in May for annual |eave, and | can't
change those plans, and so what | would like to request
is to have the first round of briefs either be due in
mdto late June, so |I'mlooking at the 18th or 25th of

June, realizing that | knowthat's a little further out
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than is typically scheduled. And then if you want a
second round, | think a couple of weeks would be
sufficient to wite a reply brief, and that's what |
have seen done in other cases, so | would suggest July
13th for that date.

JUDGE CAILLE: Okay, and actually did you
have anot her proposal of what, Staff filing and then
respondi ng?

MS. WATSON: No, | anticipated sinmultaneous
briefing.

JUDGE CAILLE: | prefer sinultaneous
briefing, and | actually do prefer two rounds because we
sonmeti mes have questions and they get answered in the
reply brief often.

Okay, well, we will keep that proposal in
mnd, and if you would just nention it to M. Finnigan.

MR. NYHUS: Right.

JUDGE CAILLE: Do we have a drop dead date in
this matter?

MS. WATSON: | don't believe so. The statute
antici pates a conpany conming in and asking for a rate
i ncrease, and then the Comm ssion is bound by the 11
nmonth time linmtation. | don't believe that in this
particul ar case that there is a drop dead date. The

statutes seemto be silent on that.
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JUDGE CAILLE: | think that's correct.

Al right, if there's nothing further, then
the neeting is adjourned. Thank you for com ng, and |
will see you Monday norning, 9:30 in this room 108.

(Hearing adjourned at 10:10 a.m)



0042

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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10

11

12

13

(The follow ng exhibits were marked for

i dentification.)

DENI SE LAHMANN

(DL-1T) Testinony filed on April 1, 2004,
Staff rebuttal

(DL-2) DOH Letter to AWR dated August 9, 2002
(DL-3) DOH Letter to AWR dated Septenber 18,
2002

(DL-4) DOH letter to UTC dated June 30, 1998
(DL-5) DOH Letter to AWR dated June 30, 1998
(DL-6) Settlenment Agreenent, DOH- AR, Docket
No. 99-04-3-1046DW

(DL-7) AWR Water System Plan Capital

| mprovenent Program Dated May 18, 2001

(DL-8) DOH Letter to AWR dated March 15, 1999
(DL-9) DOH Letter to AWR dated April 1, 1999
(DL-10) DOH Letter to AWN dated Cctober 19,
1999

(DL-11) Notice of Inposition of Penalties,
DOH- AWR, Docket 99-034

(DL-12) DOH Conpliance Order, Docket No.

99- 007

(DL-13) Group B Project Report, DCH

Publ i cati on 331-243
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1 14 (DL-14) Initial Birchfield WFI

2 15 (DL-15) Birchfield WFI dated Septenber 2002
3 16 (DL-16) WFI dated June 19, 2003, Birchfield
4 17 (DL-17) Expansion Request Excerpt, Birchfield
5 18 (DL-18) DCH Letter to AWR dat ed November 25,
6 2002

7 19 (DL-19) DOH Letter to United Utilities dated
8 Sept enber 19, 2002

9 20 (DL-20) AVWR Letter to DOH dated May 27, 1998
10 21 (DL-21) AWR Letter to DOH dated August 6, 1998
11 22 (DL-22) Howard, Godat, Pantier & Associates
12 letter to UTC dated February 22, 1999

13 23 (DL-23) AWR Letter to DOH dated Decenber 3,
14 1999

15 24 (DL-24) DOH Letter to AWR dated Septenber 3,
16 1999

17 25 AWR Cross Exhibit, Birchfield Water System
18 Vel ls

19 26 AVWR Cross Exhibit, April 8, 2004 letter from
20 AWR to Deni se Lahmann
21 27 AWR Cross Exhibit, Birchfield Conp Pl an
22
23 EUGENE K. ECKHARDT
24 30T (EKE- 1T) Testinmony filed on April 1, 2004,

25 Staff rebuttal



0044

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

31

32

40T

41T

42

43

44

45

46

47

48

49

(EKE-2) AWR Response to Staff DR No. 24
AWR Cross Exhibit, AWR--WJTC Cust oner

Conplaints Filed by Year

JAMES A. WARD

(JAW1T) Direct Testinmony filed on Decenber 6,
2003. (Note: Errata to testinmony filed
February 4, 2004)

(JAW 24T) Rebuttal Testinony filed April 1,
2004

(JAW2) sStaff's Results of Operations

(JAW 3) AWR Response to Staff DR No. 2; I|ncone
St at enent and Bal ance Sheet for Test period
July 1, 2002 - July 30, 2003

(JAW 4) AWR Conpliance Filing Reduci ng Rates
(Sept. 29, 2003)

(JAWD5) Order Approving Settlenment Agreemnent
(Docket No. UW010961)

(JAW6) Petition to Allow Use of Certain Funds
(Docket Nos. UW 031284/ UwW 010961)

(JAW7) Application for Mtigation of

Penal ti es (Docket No. UW031596)

(JAW 8) Payroll Allocation

(JAW9) AWR s Account Quick Report -

Account i ng
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50

51

52

53

54

55

56

57

58

59

60
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64

65

(JAW 10) AWR s Account Quick Report - Legal
(JAW 11) staff's BEOY Adjustnent to Rate Base
(JAW 12) AWR Response to Staff DR No. 1, Asset
Li sting and Depreciation Schedul e

(JAW 13) View Royal Sal es Contract

(JAW 14) Novenber 1, 2002, Letter fromJulia
Par ker

(JAW 15) Gain on Sale Accounting of View Royal
Wat er System

(JAW 16) Letters fromRick Finnigan and Julia
Par ker Regardi ng Vi ew Royal Proceeds

(JAW 17) Birchfield Sal es Contract

(JAW 18) Gain on Sale Accounting of Birchfield
Wat er System

(JAW19) AWR s Capital Structure with Docket
010961 Account Adj ust nent

(JAW20) AWR s Quarterly Report for Docket
010961 Account (Novenber 14, 2003)

(JAW 21) June 26, 2003, Letter fromJulia

Par ker

(JAW 22) Docket UW 010961 Bal ance Sheet

(JAW 23) Rate Base Interest Cal culation

(JAW 25) Updat ed Results of Operations

(JAW 26) AWR s Enpl oyee Expenses
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(JAW 27)

Letter & Interoffice Menp from Lew s

County Public Health Dept.

(JAW 28)
(JAW 29)
(JAW 30)
(JAW 31)
(JAW 32)
(JAW 33)

21

AVWR Response to Staff DR No. 23
AVR Response to Staff DR No. 26
NRRI Survey

AVWR Response to Staff DR No. 16
Gain on Sale - View Royal

(JAW 28) AWR Response to Staff DR No.

(JAW 34) Excerpt from AWVR s Water System Pl an

Decenber
(JAW 35)
(JAW 36)
(JAW 37)
2000

(JAW 38)

2000
Excerpt from AWR s Current Tariff
Group B Sanpling Document

AWR s Depreciation Schedul e February

Decl arati on and Docunents from WA

State Dept. of Ecol ogy

(JAW 39)
(JAW 40)
(JAW 41)
(JAW 42)
(JAW 43)
(JAW 44)
31, 2003

(JAW 45)

Gain on Sale - Birchfield

AVR s 2002 Tax Return

AVR s 1999 Tax Return

AVR s 2000 Tax Return

Uni form Systens of Accounts Sections

AWR s Quarterly Report Dated Decenber

AWR s Capital Structure
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1 85 AVWR Cross Exhibit, AWR Response to Staff DR
2 No. 21
3 86 AWR Cross Exhibit, AWR Response to Staff DR
4 No. 22
5 87 AVWR Cross Exhibit, Birchfield Water System
6 Conponent s
7 88 AWR Cross Exhibit, Birchfield Original Cost
8 89 AWR Cross Exhibit, AWR Response to Staff DR
9 No. 23
10 90 AVWR Cross Exhibit, AWR Response to Staff DR
11 No. 27
12 91 AWR Cross Exhibit, Declaration of Richard
13 Fi nni gan dated April 21, 2004
14 92 AVR Cross Exhibit, Declaration of Julia Parker
15 dated April 21, 2004
16 93 AWR Cross Exhibit, AWR Profit/Loss January
17 t hrough March 2004
18 94 AVR Cross Exhi bit, Conpensation
19 conpari son-- AVWR and ot her water conpanies
20 95 AWR Cross Exhibit, AWR Response to Staff DR
21 No. 1
22 96 AVR Cross Exhibit, Invoice #1718 dated April
23 20, 2004, fromV.R Fox Co. to AWRI
24

25



0048

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

100T

101

102

103

104

105

106

107

108

109

110

111

JULIA M PARKER

(JMP-1T) Direct Testinony filed on February
19, 2004

(JMP-2) Pro forma Results of Operations &
Rest ati ng Adj ustnents

(JMP-3) Profit & Loss and Bal ance Sheet

St at ement s

(JMP-4) Cal cul ation of Annual Effect of
Revenue Reduction

(JMP-5) Enpl oyee Payroll, Payroll Taxes, and
Fringe Benefits

(JMP-6) Beginni ng- End of Year Average Rate
Base

(JMP-7) Anortization of Plant Expenditures
fromreserve account ClIAC-Capital |nprovenents
Account

(JMP-8) Monthly Incone Statenents for January
t hr ough Decenber 2002

(JMP-9) Capital Structure, Weighted Cost of
Debt, Cost of Equity, and Rate of Return
(JMP-10) Pro Forma Officer/Manager's Sal ary
(JMP-11) Rate Case Cost

(JMP-12) Conpany Site Assessnment of G oup

Public Water Supply Costs
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Staff Cross Exhibit, AWR Response to Staff DR
No. 28
Staff Cross Exhibit, AW Response to Staff DR
No. 14
Staff Cross Exhibit, AWR Response to Staff DR

No. 15

VIRGL R FOX

(VRF-1T) Direct Testinmony filed February 19,
2004

(VRF-2) UTC Proposed Rates: Pro Forma Results
of Operations for the 12 Months Ended June 30,
2003

(VRF-3) AWR Survival Budget: Pro Forma
Results of Operations for the 12 Months Ended
June 30, 2003

(VRF-4) Engineer's Proposal No. 1338
(VRF-5)Goup B Permts

(VRF-6) County Review of Group B Systens
(VRF-7) Summary of Surcharge Bids

(VRF-8) Summary of | npound Funds

(VRF-9) Present Day Pictures of Systens in
Need of Repair

(VRF-10) Present Day Pictures of New Systens

(VRF-11) DOH Birchfield Approval
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(VRF-12) Goup B Designations and Map of

Syst ens

(VRF-13) DOH Designation of Goup A Systens
(VRF-14) DOH Approval to 25 Connections
(VRF-15) DOH Approval to 37 Connections

Staff Cross Exhibit, Excerpt of Docket Nos.
UW 980072, UW 980258, UW 980265
(consolidated), 5th Suppl enental Order
(Novenber 24, 1998)

Staff Cross Exhibit, Docket No. UW010961,
Staff Open Meeting Menpb, COctober 24, 2001
Staff Cross Exhibit, Docket No. UW 991392,
Order Approving Tariff Revisions (Novenber 15,
1999)

Staff Cross Exhibit, AW Response to Staff DR
No. 27

Staff Cross Exhibit, AWR Response to Staff DR
No. 6

Staff Cross Exhibit, Letter fromJulia Parker
to Carol e Washburn dated Novenber 19, 2002
Staff Cross Exhibit, Letter from Richard

Fi nnigan to Carol e Washburn dated January 23,
2003

Staff Cross Exhibit, AWR Suppl enmental Response

to Staff DR. No. 21
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1 143 Staff Cross Exhibit, Staff Summary of AWR

2 Suppl enent al Response to Staff DR No. 21

3 144 Staff Cross Exhibit, Staff Video of the WJTC

4 Open Meeting, COctober 22, 2003
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