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Section 1
PREMISE OF THE APPRAISAL

Purpose and Intended Use

R. W. Beck, Inc., was retained by St. Tammany Parish, Louisiana {the Parish) to
perform an independent appraisal to determine the fair market value of the water and
wastewater systems presently owned and operated in the Parish by Southeastem
Louisiana Weter & Sewer Co., LLC (SELA). The Parish, located on the north shore
of Lake Ponichartrain, is one of the fastest growing parishes in the state. SELA isa
private water and sewer company located in Mandeville, Lounisians, that provides
water and wastewater sexvice to customers throughout St. Tammany Parish and in part
of Tangipshoa Parish.

SELA and the Pavish have had discussions regarding the potential sale of SELA's
water and wastewater assets that ave located in the Parish (hereinafter refemed to as the
“Subject Property” or “SBLA System™). The Parish retained R. W. Beck to perform
an appraisal to determine the fair market value of the SELA System.

In vmdertaking the stndies and analyses required to provide an opinjon with respect to

- the fair market value of the Subject Property, we have relied on generally accepted

valuation methods and procedares. ‘This appraisal is a Complete Appraisal utilizing a
Summary Appraisal Report format as those terms are defined in the Uniform
Standards of Professional Appraisal Practice (USPAP).

Date of Valuation
The fair macket valus of the Subject Property was esiimated as of October 1, 2009,

Definition of Fair Market Value
The definition of fair market value used in this zppraisal report is as follows:

“The price, expressed in terms of cash equivalents, at which property would
chenge hands between a hypothetical willing and able buyer and a°
hypothetical willing and zble seller, acting at aum’s length in an open and
unpesiricted market, when neither is under compulsion to buy or sell and
when both have reasonable knowledge of the relevant facts*”

! Valuing a Business, The Analysis ond Approtsal of Closely Held Companies, Fourth Edition, Pratt,
Reilly and Schwiche, Appendix 4, Internationa] Glossary of Business Valnation Terms, page D13
Sew also Valuing Mackinery and Equipment; The Fundamentals of Appraising Machinery and
Technical Assety, Sccond Edition, Amesican Soviety of Appragsers, Glossary of Terms, PRge 566,

MK
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PREMISE OF THE APPRAISAL

Property interest Appraised

The property interest being valued is the ownership zights of SELA in the Sn'bject
Property with no restrictions, indebtedness, or other encuunbremces. A description of
the Subject Property is provided in Section 3 of this report.

Highest and Best Use

Highest and best use is defined as the reascoably probable and legal use of the
property being appraised “that is physically possible, liizppmp xiately snppmted, and
financially feasible, and that results in the highest value™ In ouwr opinion, the highest
and best use of the Subject Property is its eurrent use, to provide water and wastewater
utility service.

Scope of Wark

This appraisal addresses the fair market value of SELA’s water and wastewater
systerns located in the Paﬁsh.

In 1nderteking the studies and analyses required to provide an opinton of the fair
market valoe of the Snbject Property, we have relied on generally accepted valuation
methods and procedures in accordance with USPAP. As part of the appraisal,
R.W. Beck considered all three generally accepted approaches to valuation (cost,
income, and market) and their degree of applicability in estimating the value of the
Subject Property. The results of our analyses and the jndicators of valee developed
are deseribed in Section 5 of this appraisal repost.

R. W. Beck performed a field review of the accessible and visible facilities comprising
the Subject Property from July 31 through August 3, 2006. The purpose of the field
Teviews was to sce the property, verify data on 1eaps end inventory records provided
by SELA, determine typical construction practices and assess the condition of the
facilities. R. 'W. Beck pﬂfozmed another field review of the Subject Property on
July 13 and 14, 2009, to review changes to the system since our initial feld review
and update the inventory of facilities. The results of the field reviews are summarized
in Section 3 of this appraisal report.

R. W. Beck also performed 2 limited review of data received from a records request
made of the Lovisiara Departrent of Envirommental Quality (DEQ) and the Loudsiana
Department of Heelih regarding SELA’s compliance with envirommenta! regulations,
auch as the Safe Drinking Water Act and Clean Waier Act requirements. The resulis
of our limited envirenmental review are discussed in Section 4 of this appraisal repert.

* USPAP.

Filw 01131%11-00124-10104-0101 R.W.Beck 1-2
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PREMISE OF THE APPRAISAL

Information Reviewed

In performing the appraisal, R. W. Beck revieﬁed data provided by SELA and the

Parish. We also relied or other publicly available information and R. W, Beck's
knowledge and expertise of water and wastewater systems in preparing the appraigal.
Following is a list of some of the documents reviewed:

Company Perspective dated April 2005 and Company Perspective, Executive
Summary daied Taly 26, 2006, prepared by SELA.

Water and Wastewater Systems Depreciated Asset Valuation of Southeastern
Louisiana Water and Sewer Co., LLC, prepared for SELA by Professionsl
Engineering Consultants Corporation (PEC), Augpst 2005, and the updated PEC
report of the same title, April 2009,

Map showing SELA’s water well and wastewater treatment facility locations.
SELA andited financial statements as of September 30, 2002 and 2003.

SELA andited financial statements for the fthree-month period ended
Becember 31, 2003.

SELA draft audited fnancial statements as of December 31, 2004 and 2005
SELA avdited financjal statcments as of Deceraber 31, 2005 and 2006.
SELA andited financial statements as of December 31, 2006 and 2007,
SELA. audited financial statements as of December 31, 2007 and 2008,
SELA website, www.selawater.com.

SELA Current and Future Business Activity, dochment fiom SELA.

St. Tammany Parish Wastewater Comsolidation Program — Phase Il Fingl
Report, prepared for the Parish by CDM, Augost 2004,

St. Tammany Parish, 10-Year Infrastructure Plont, presentation and Fact Sheet,

Lowsiata Public Service Commission Order 22311 in Docket U-22311 re: SELA
application for authority to revise its water and sewer rates, dated April 27, 1998,

Louisiana Public Service Commission Order 27232(B) in Docket U-27232 re:
SELA application for auntherity to revise its water and sewer rates, dated
December 1, 2004 and Staff Report and Recommendation dated December 1,
2003 in the docket.

Louisiana Public Service Commission Order in Docket U-31108 re: SELA
application for authority to revise its water and sewer rates, September 2009.

Tariff sheets showing SELA water and wastewater rates approved by the
Loudsiana Public Service Commission,

Finencial data provided by SELA, which was updated monthly to reflect current
operating resalis,

File 0313¥9/11-01124-10104-0101 R.W.Beck 13
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PREMISE OF THE APPRAISAL

m  Inventory data provided by SELA, including supplemental data provided to
R. W. Beck in November 2006 and September 2009,

% Records provided by DEQ snd the Louigiana Department of Health regarding
SELA compliance with environmuental regniations.

Blue Chip Economic Indicators, March 30, 2009,

Handy-Whitman Iudex of Public Utility Construction Costs, Whitman, Requardt
end Associafes.

R. W. Beck, Inc.

R. W. Beck, Inc., an SAIC company, provides independent consulting and engineering
services to clients in the ntility industry. Since it was founded, . 'W. Beck has been
involved in property valuation and has provided appraisal reports for a wide range of
facilities used in providing utility services. Onr clients for this work mclude financial
lending institutions, mmmicipal utility systems, utlity districts, joint action agencies,
cooperatives, fmvestor-owned utilities and others. With a staff having significant
experience in providing services related to the valuation, design, construction and
operation of wtility property, R. W. Beck is well gualified to prepare appraisal reports.
Specifically, the appraisers and other persormel working on this assignment have the
knowledge and experience to complete the assipnment competently. A list of
individuals contributing to the appraisst report and a sunmary of their qualifications
and experience are provided in Exhibit 1 to this report.

File 011315/11-01124-10G4-0101 R.W.Beck 14
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Section 2
ASSUMPTIQNS AND LIMITING CONDITIONS

In tire preparation of this appraisal report and the opinions that follow, we have made
certain assumptions with respeet to conditions that may occur in the fitme. In
addition, we have used and relied upon certain information and assumptions provided
to us by sources which we believe to be relizble. We believe the use of such
information end assunpons is reasansble for the purposes of this report. To the
extent there are changes to the underlying dafa and assumptions, the results of the
study may change. The conclusions and opinions of value found in this report are
wmada svnrecdly subject to the following conditions end stipalations:

1. No responsibility is assumed by R. W. Beck for matters that are legal in natre,
nor do we render any opinion as to the title, land and/or lend righs %% oo
assumted to be good and marketable,

2. Execpt as otherwise stated in this report, no opinion is intended to be cxpressed
for matters that would reqmrc spcc:ahzed investipatine nxleomdlades 4 ooon -
normally nsed by an appraiser engaged in valuing the type of assets de;smbad int
this report.

3. All existing liens and encumbrances have been disregarded and the value of the
property was appraised as though free and clear and under responsible ownership.

4. R.W.Beck personne] performed a field review of the Subject Property ﬁ-om
July 31 through August 3, 2006, and July 13 and 34, 2007, D02 o -
nhasrmbnne of ﬂ'e accessible and visible equipment, the facilities appear to be in

© T vt cfeumpnmtle Bme nae and location. In performing
the appm:sal, we assumed that there are 00 other hidden ar unanmarant ennditinne
that would make the Sulbject Promartzs mams s tone oy e

5. an-nfnw nuandiieg nged in the appralsal were devcloped by R. W, Beck based on

AL T B a‘r!'r h whinh  verara reviewed and verified by

RW. Beck dunng the ﬁeld :ev;ews R.W Beck developed cwrrent nlanning
level construction cost estimeter homed o fte ¥ 2ot e s et

e 4

5 RW Re.ck did not perform analyses to determine the value of land, easements

Tommntm Sty of ey A Beowered in Section 5, we relied on
mformaﬂon prmrxdeﬁ by SELA to estimmate the valge of land, which is
incorporated into the cost gpewnesh S #ncte e oot -

7. For the mn'pose of the applmsal, we have assumed that the Subject Property
S Mot pomters ond e vemilations and restrictions.

8. R. W.Beck bas not conducted any mvcsngatmns nor have we reviewed studies
performed by others, regarding envirommental issues, In 2006, R, W. Beck
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ASSUMPTIONS AND LIMITING CONDITIONS

10.

11

12,

performed a limited review of records obtzined from DEQ and the Department of
Health regarding SELA’s compliance with environmental regulations for
appraisal prrposes. R. W. Beck did not update or perform a more recent review
of environmental records in connection with this appraisal.

As described in Section 4, SELA pled guilly in December 2005 in a plea
agreement to violations of the Federal Clean Water Act that occurred between
January 1, 1991 and October 1, 2002. 1t is assutned that the entire fine refated to
the December 2005 consent decree will be paid in full by SELA prior to the sale
of the water and sewer systems; Le., the buyer of the SELA system will not be
responsible for payment of any portion of the fine,

In performing the appraissl, we have assumed that SELA is preseatly in
complience with all federsl, state end locsl envirommental and regulatory
requivements and that there will be no finther fines or comective action {aken
apainst the company. ‘

No one cutside R. W. Beck has provided significant assistance to the preparation
of this repost. Individuals affiliated with R. W.Beck and confributing to this
veport axe Nancy Heller Hughes, ASA, Senior Appraiser and Project Manager;
Edward Wetzel, PhD., P.E., Client Liaison; Paul Johnson, P.E., Engineer; Jobhn
McNumey, Environmentsl/Regulatory Compliance; Arthur J. Griffith, P.E,
Senior Utility Analyst, Timothy L. Baars, Analyst; and Michael G. Lane, ASA,
Review Appraiser, A description of the qualifications and experience of the
individuals contribating to the appraisal report i5 provided in Exhibit 1.

The studies and anelyses undertakep in the preparation of the opinion contained
herein were performed in accordance with stonderd engineering practices and the
Uniform Standards of Professional Appraisal Practice (USPA®) oz provinsn?
by the Appraisal Standards Board of the Appraisal Foundation.

File: 011319/11-01124-10104-010% - R.'W.Beck 22
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Section 4
ENVIRONMENTAL

Violation of Federal Clean Water Act

In December 2005, SELA pled guilty to a felony violation of the Federal Clean Water
Act and sgreed to pay a $2.1 million fine for improperly operating sewer systems
throughout sonthwestern St. Tammeny Parish and polluting local waterways over an
i1-year period. On March 29, 2006, SELA was sentenced in Federal Distdct Court
pursuant to the plea agreement to five years probation and fined $2.1 millien for
violating the Federal Clean Water Act. The fine was reported to be “the largest single
corporate environmental criminal fine ever fn Lovisiana”. )

The Louisiana Department of Envirommental Quality (DEQ) and the United States
Environmental Protection Agency (USEPA) alleged that during an 11-year period
from Jamary 1, 1991 to October 1, 2002, SELA repeatedly violated discharge limits
of federal and state permits at more than two dozen wastewater freatment plants
thronghout southwestern St. Tammany Parish. Investigators charged that in some
instances, SELA operated treatment plants without permits, failed to report violations
to DEQ and falsified reports to the state. SELA also overloaded some plants by
continuing to add more homes to systems that did not have the capacity to bandle the
exbra sewage,

The plen agrecment acknowledged that-SELA had spent approximately $12 million
since the investigation began to correct the violations charged by the Govemment.
There has also been & change in SELA management siace 2003 with Mr. Jared Riecke
taking over as Chief Executive Officer and Mr. Bruce Cucchiara joining SELA as
President. In addition, SELA hired Ms. Heather Salyer to serve as the company’s
envirenrental compliance officer.

Bruce Cucchiara, President of SELA, has stated that SELA will pay all remaining =
amounts owed to the federal government in connection with the EPA fine when the '
System is sold. Our appraisal of the System assumes that SELA will be responsible

for paying afl remaining amounts in connection with the USEPA fine. However, there

could be additional fines or corrective measures in the futore. In a press release issued

March 29, 2006 at the time of SELA’s sentencing, the United States Attorney’s Office

stated “Now that the criminal case is concluded, our civil enforcement side will review

SELA’s activities and comective measures and determine whether additional potential

fines or actions are necessary to protect our énvironment.™?

2 precs velease, March 29, 2006, United States Atioroey’s Offics, Bastem District of Lonigens, “SELA

Sentenced™
RWRECK
File: B11315/11-01124-10104-0101 _ An BAIG Cnmpeny
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ANALYSES
Tabls 5-1
Estimated RCNLD and OCLD Values
RCN RCNLD oC oCLD
Water System®
Wel Sites
Wells $6,502,908  $4,659,292 $4.530.403 $3.341,150
Purps 2,620,804 824,861 1,850,876 662,353
Resanois 5,915,807 4,155,334 2,330,326 1773275
Distribution Systam
Water Mains 18,332,777 13,444,037 9,590,989 7,033,302
Water Meters 1,487 456 966,245 825478  B3Bh6t
Senvice Laterals 2,289,767 1,588,858 1,187 489 531,228
Hydranta 3068264 2250080 2054641 1506.737
Total Water System $40.287.310  $27,880,78D $22,372,282 $75,884,698
Wastewater System’®
Treatment Piants $32,028,615 $17¥471.85 $21,861,351 512816098
Colfection System
Forcemalns 5008120 3583684 2792158 45545612
Gravity Pipe 20,720.584  15.682,041 11,353,260 9,535.486
Lifk Statlons 8305708 5:397,711 6,059,975 3808524
Total Wastewatar System $67,162,007 $43,120,287 42,068,745 527,605,618
Diher Assets?
Vehicles $613,701 $316,825 $813701  $316,825
Tools & Field Equipment 154,123 51,829 154,123 54,829
Cffice Fumiture & Equipmant 55,067 35,542 55,067 35542
Computer Equinment 141,825 34536 141,825 34536
Tolal Other Assels $1,164,716 $4238,732 $1,164,716 3438732
Land? $1.727700  $1.727.700 $496,900  $496.509
Total Syztem $110344,753  $73,176.008 $67,007,652 $44,295955
Less Contributed Plant 35,309,561 73416.323 21.442,448 14,152,306
Total Valus of SELA System $75,032,592  $49,750,685 $45,585,203 $30,073.840
Rounded $75,032,400 $49,759,700 $45,565.200 $30,073,600

{1) R.W.Beck RCNLIVOCLD enalysis (Exhibi 3).
{2 Original cost based ob SELA 2008 audied financial statement. Assumed the percentage of accuntilsted depradation
in 2008 i5 similar 10 2005, Also, assumed that replacament cost of Other Assels, which ara relatively short ued, is

equat to origingl cost.

(3) Replacement {curend) cost of land at well sites per PEC Veluation Report; current cost of land at wastewater sites per
SHA (B, Cisechlazm). Orginel costinvestrment it land per SELA 2008 audited finansial statement, X

(4} Basedon SELA audited financial stalements as of Decombez 31, 2008, contulions In ald of conshuetion are equal 1o
epprodimately 32 pament of SELA'S gross iwestmert in properly and equipment. Asstmed that the pement
depreciation for conlibuted plant ks simifar o the percent depreciafion for tha tol) system,

Hile: 01131571101 124-10104-101
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ANALYSES

Depreciation

USPAP defines depreciation as “a loss in property value from any cause™ There are
theee basic types of depreciation:

m  Physical deterioration — the loss in value resulting from the wear and tear of an
asset in operation and expogure to various elements.

® Functional obsolesconce — the Joss in value cuused by inefficiencies or
inadequacies of the property itself, when compared 10 2 more efficient or less
- eostly replacernent property that new technology has developed.

® Fconomic obsolescence — the loss in value caused by factors extemal to the
property. '
The deduction for depreciation made to the values shown in Table 5-1 reflects the
physical deterioration based on the ohserved age, physical condition and expected life
of the facilities.
Functional obsolescence is reflected in the shorter average service life (10 years) used
to depreciate the steel wastewaler treatment plants. Under the Parish’s Wastewater
Consalidation Program, the Parish will construet large regional wastewater treatment
planis to serva the East Tchefuncts, West Tchefimcte and East Slideli Wastewater
Management Areas (WWMAs), which include the areas where SELA primazily
provides service. The Parish Wastewater Consolidation Program will “allow the
existing wastewater treatment planis located within each of these three WWMAs to be
decommissionad as soon as practical and financially feasible, ™’

Utility rate regulation, which allows the utility to eam an allowed rate of retum times
an original cost rate base, is a form of economic obsolescence. Thus, the amount of
economic obsolescence would be equal to the difference between the utility’s RCNLD
value and its OCLD rate base value. We have not made this adjustment to the
RCNLD valee shown in Table 5-1, prefering to show both the RCNLD and OCLD
values separately. However, the effeot of rate regulation on value and the relationship
between the cost and income approaches to valuation for regulated utility property is
discussed Iater fn this repont.

Contributed Plant

A significant portion of SELA’s infrastructure is contributed plant that has been paid
for by developers (ie, customers). The RCNLD and OCLD values were adjosted to
deduct the estimated value of contributed plant. Under utitity rate megulation, the
value of contributed plant is excluded from the caleilation of rate base. In other
words, the value of the System on which SELA can earn its authorized rate of retum
excludes the value of contributed plant. Any private buyer of the System would be

B USPAP, Glossary.

" American Society of Appraisers, dppraising Machinery and Equipment, 2000, pages 86, 97 and
104.

** CDM Report, St. Temmasy Perith Westrwter Consolidation Program — Phase 1, Final Report, Augast 2004,
Supary of Recormmendations, page BS-Z .
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ANALYSES

subject to LPSC rate regulation aud would only be allowed to eam its authorized rate

. of return on the same OCLD rate base as SELA, which excludes the value of

contriboted plant. Similarly, a povemment entity interested in buying the System
would be reluctant to pay for contributed plant that its citizens/customers already paid
for {since the developer’s cost for utility infrastructure would be built into the price of
the new homes). Lastly, as discussed below, SELA’s accounting policy is to report
the value of property and equiproent net of contributed plant on its balance sheet.

Based on data in SELA’s sudited financial statements for years ended December 31,
2008 and 2007, contributions in aid of construction are egual to approximately 32
peccent of total assets. This percentage was applied to the total esfimated RCN and
QC values to estimate the value of contributed plamt. I was sssumed that the
percentage of acenmulated depreciation for contributed plant is similar to the total
system, This calculation is shown at the bottom ¢f Table 5-1.

Net Book Value

The net book value of property and equipment on SELA’s books at December 31,
2008 is equal to $15,512,533. This amount is net of accumulated depreciation and
coniributions in aid of construction.

Table 5-2 shaws a breakdown of SELA’s property snd egquipment. A significant
portion of the SELA. system has been paid for by developers (i.e,, customers) in the
foom of contributions in aid of construction.

Tahle 5-2
Net Book Value of Properiy and Equipment
at December 31, 2008
Total propesty and squipment $33,416,408
Less accumulated depreciation (6.915,563)
Less condributions in akl of construciion {10,888,402)
Net book value $15,512533

Sotree:  SELA aifted finarcial slatemenls for December 31, 2008 and 2007,
Nolo 2 - Propesty and Equipment,

The following excerpt from the notes to SELA’s financial statements explains the
accounting treatment for contributions in aid of constrnction:

“The Company occasionally receives contributions of water and sewer
equipment in comjunction with providing services fo given area. The
equipment received is recorded at fair market value with a corresponding
crcdit that effeciively nets the equipment off the financial statements (See
Note 2). U.S. geperzlly accepted accounting principles require that these
contributions should be recorded at fair market value with the relating gain
included as income in the year received. The Company’s treatment of this is

Filz: 011315/11-01124-10104-010} R.W.Beck 35
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ANALYSES

consistent with tax law and the Louisiana Public Service Commission which
mandates that the contributions be excluded in determining the rate base. ™

Comparison of Cost Approach Indicators of Value

Table 5-3 is a conparison of R. W. Beck’s cost approach indicators of value with data
reported in SELA’s financial statements and the PEC Valuation Study performed for
SELA. :

Tahle 53
Comparison of Cost Approach Indicators of Value
SEIA Finaneial PEC Valuation R W. Beck
Statements Study Appraisal
12f31/08 Aprif 2009 Qcloher 2003
RCNLD NA $80,923,378 $73,176,008
RCNLD less contributed plant NA Not estimated $49,759,200
QLD meheding contribiied plant §26,400,935 Mot astimated $44.205 035
OCLD less conlitazted plant $15,512,523 Nat estimated 530,673,600

The trended OCLD value developed in this appraisal is an independent estimate of the
net book value of the SELA system based on a current inventory of fecilitics,
estimated construction costs, and the age and sverage service lives of the facilities.
R. W.Beck’s RCNLD value including contributed plant results shown in Table 5-3
above are similar to PEC’s RCNLD valaation. PEC did not estimate the valoe of
contributed plant, nor did it estimate the OCLD valne of the Systers.

R W, Beck’s OCLD indicator of value 1s substanfially higher than the net book value
of property and equipment reported on SELA’s financial statements, We do not have
a full explapation for the difference. Some of the difference mzy be due to the
incidence of contribuied plant, e.g., the investment may not have been recorded on
SELA’s boaks as property and equipment if the plant was paid for by the developer.
In addition, the use of refurbished wastewater treatment plants could account for some
of the difference in the OCLD values. SELA may be booking only the cost to
refurbish the packape treatment plants, which wonl@ be less than purchasing a pew
plant. (The unit costs used in our RCNLD/QCLY anslyses are based on the cost of
new package treatment plants), Also, the cost of SELA’s fabrication department may
be recorded o5 an expense (salatics) instead of capitalized ss plant investment. We
conclude that our estimate is a conservative estimate of the OCLD indicator of value.

W SEIA daft finencysl staterents for Decertibher 31, 2608 and 2007, Note T —Nature of Busizess and Siggificant
Accounting Policies, Praperty and Bquipment, page 13.

File: 011319/11-01124-00104-010% R.W. Beck =-6
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ANALYSES

Income Approach

The income approach estimates the value of property by capitalizing or determining
the present worth of anficipated economic benefits from the property as a going
concern. Under the discounted cash flow (DCF) method, the direct economic benefits
derived fiom continued ownership of the system are expressed in terms of free cash
flow, which represents the total cash flow generated by the going comcern that is

available lo the providers of both debt and equity capital.

The DCF modet used to estimate the value of the SELA system is essentially an after-
tax cash flow model of anmusl revenes and expenses over the 2007-2016 time period.

The calenlation of free cash flow is fllustrated as follows:

Annual Operating Revenues

Less: Amnual Operating Expenses «

Equals:  Pre-tax Net Operating Income

Less: Jncome Taxes

EBpuals:  Earnings Before Interest, .
Depreciation & Amoriization (EBID4)

Lesy: Future Capital Expenditures
Less: Net Changes in Working Capital
Equals:  Free Cash Flow

Table 5-4 shows the calculation of the income valae for the SELA system. A
description of the key assumptions used in the DCF model and a copy of the

supparting analyses are provided in Exhibit 4.

Table 5-4
Distounted Cash Flow Indicator of Value
($000)
Mzl Cash Frow i) it e 25 200
1 Rwonues L 34700 4154 Wiz MG%R J0E
2 Onttafion and Wdcten s Exparrnes EMT e 53 a4 A
3 Olher Exparcses.
4 Fropany Toes v 208 230 s E k]
3 Deprecaton & Anortmio Lo a4 -] 853 mn
& komaTaes 28 6t £]
7 KetGpeniag koo ¥1,158 Fix-t 3hie2 - jer 51,708
8 Add Rack Diepivcion Bporda $81 27 255 [ 773
3 LessCaptal Biglariiues 1178 1,796 tamr 1w, 14m
10 Lust Changes inWodkdag Cagind . 2 2 35 38 40
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ANALYSES

Under the DCF method, the income indicator of value is equal to the sum of the
present value of the projected cash flows plus the present value of the projected
terminal value, The series of annual cash flows from 2010 to 2018 was disconnted
using an 8,00 percent discount rate. The estimated terminal (residual) value at the end
of the projection period, disconnted to the date of valuation, was added to the net
present valus of the earnings stream over the projection period to determine the
estimated fair market value based on the income approach. |

The discount rate used to calculate the net present value of the projected cash flow
stream is equal to the weighted average cost of capital for a typicel purchaser of the
SELA System, rather than any actuzl financing asseciated with the Subject Property.
For the purpose of this appraisal, R. W. Beck assumed the typical prrchaser would be
a taxable entity, Le., a corporate buyer. However, we are fully aware that the Parish,
which intends 1o purchase the SELA System, is a government entity. The cost of
capital is generally less for a2 government bayer then for 2 corporate buyer, which

- suggests that the value of the property is higher for the govermment buyer than for a

corporate buyer. However, in an open and competitive market with alt parties having

reasonable knowledge of the relevant facts, there is no reason for a government buyer

to pay substantially more {han a corporate buyer would pay to purchase the same
property. Therefore, to estimate the income value of the SELA System, we assumed
the typical purchaser would be a corporate entity. The development of the discount
rate used in the DCF analysis s shown in Exhibit 5.

As shown in Table 54, the income valuw of the Subject Property method is equal to
336,000,000.

Market Approach

The compareble sales method under the market approach involves review of recent
sales of similar facilities beiween a willing buyer and 2 willing seller, who are
unrelated, as an indication of the gencral market price for such facilities, Cantion
must be exercised when vsing the comparable sales method as an indicator of value
for utility property. Normally, the appraiser will, when necessary, make adjusiments
to the comparsbles in order to correlate the sales price to the characteristics of the
subject property. However, thers are many factors thet can influence sales price
including, among others, market area, age and other considerations that may be
weflected in the sales price. Each party’s motivation can affect the negotiation and the
terms of the sale. Strategic objectives are the driving motivator for some sales. These
chjectives atc often kept confidential and are not availible to an appraiser for
evalustion,

The market approach was not relied vpon in this appraisal due to the lack of utility
seles transactions that are comparable to the Subject Property.

Filee 011319/11-01124-10184-0101 R.W.Beck 5-8
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Section 6
CONCLUSIONS

Based on the resulls of our analyses and the limiting assumptions and conditions
deseribed in this report, R, W. Beck developed indicators of valne using genersily
accepted approaches to valvation. These indicators of value are summarized in

Table 6-1 below, :
Table 51 ‘
Summary of Indicalors of Value : B
Indicators of Value

Cost Approach: ‘

COrigingl Cost Less Depragiation (CCLD) $30,074.000

Reproduction Cost New Less Depreclation (RCNLD) $49,760,000

Incoms Approach: ,

Diseourled Cash Flow (DCF) Vahie $38,000,000 T
Market Approach: Not relied upon Lo

Estimated Falr Market Value as of Oclober 1, 2008 $36,000,000

Fair market value is the price for a property on the date of valuation fhat would be
agreed to by 2 willing seller and willing buyer. Under the principle of substitntion, an
informed buyer would pay no more than the cost of producing 2 substitute property
with the same utility as the Subject Propetty, i.e., the RCNLD value. However, an
informed buyer would not he willing to pay a price for the Subject Property that
exceeds the income value of the propezty.

The effect of utility rate regulation is an important consideration in valuing public :
utility property. Under standard retemsking procedures, rate regulated otilities are =
allowed to eam a fair and reasonable rate of return on their OCLD rate base. Thus, in

theory, one would expect the income value for rate regulated utility property to be

close to the OCLD value. For the Subject Property, the income value supports a value

above the QCLD value,

After consideration of the indicators of value developed using gemerally accepted
approaches of valuation, given the relative strengths and weakmesses of each, and the
analyses and sssurnptions vsed therein, we are of the opinion that the fair market value
of the SELA System at October 1, 2009 is equal to $36,000,000,

RPPECE
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Qualifications and Experience
of the
Appraisal Project Team

Nancy Heiler Hughes, ASA ] Project Manager and Senior Appraiser
B.A. in Business and Statistics, University of Chicago
M.B.A. m Finance and Accounting, University of Chicago

Ms. Hughes 1s an Accredited Senior Appraiser (ASA) of Public Ttility property certified by the
American Society of Appraisers. She has worked in the public wility indusity since 1977
specializing in valustion, depreciation, utility rates aod regulation. She bas testified as an expert
witness on these issues before federal and state xepulatory commissions, city eouncils and courts of
lawe,

Ms. Hughes has performed valuation and appraisal studies to determine the value of a wide range
of utility property including water, wastewater, eleciric, natural gas, telecorunmmications and selid
waste property. These studies have been performed in connection with the sale and acqnisition of
property, eminent domain cases, properly lax issues, fixed asset inventory development and ntility
rale cEses,

Edward Weizel, Ph.D., P.E. | Client Lizison and GA/GC

PHD, Sanitary Bngineering, Lehigh University ' _ -
M.S. i Civil and Savitary Enginecring, Lehigh University ,
B.S. in Civil Engineering, Lafayette College

Dr. Wetzel has served in a variety of academic, techmicel, project, marketing and mapagement
roles over his 30 years of service to water, wastewater and environmental clients. He is
experienced In wiflity ecquisitions, systems planning, alternative project delivery and program
manzgement. Dr, Wetze] has represented vasions povermments in over two dozen dee diligence
mvestigalions and negotiations for the purchase of private ufilities. Acquisitions have been both
by negotiated agrecment and condempation, with ssitlements ranging from 33 million to
3136 million. Services provided have included system mventory, condition assessment, RCNLD
valuation, public presentations and expert testimony.

Dr. ‘Wetzel has managed a vatlety of projects for nmwicipal clients. Projects include water =
treatment process studies, water quality investigations, privatization studies, utility acquisitions, :
rate and connection feo studies, bond reports, resource recovery facility feasibility stody, manhole

rehahilitation, sewer system modeling, wastewater reuse and wastewater treatment plant design

and performance evaluation. He is a contributing author to the Water Environment Federation's -
Manual of Practice No. 8, “Design of Municipal Wastewater Treabhent Plants.® Dr. Wetzel has

served as client spansor and led Quality Assuranee teams for numerons water and wastewater

planninge and design projects.

Paul Johnson, P.E. | Staff Engineer
B.S. in Civil/Envirenmental Engineering, University of Colerado-Boulder

Mr. Johmson is experienceéd in the pleunimg aod desipn of water and wastewater collection/
ireaineent facilities, as well as water and wastewater infiastructire appraisal, hydranlic modeling,
pipeline reloeation benefit analysis, and water conservation planning.  As project engineer for
multiple projects, his responsibilities inchude pesforming site investigations, nitial desigps and
cost estimates. Mr. Johnson has worked on water end wastewater system appraisals, compiling the
inventory of facility deta (Le, location, age, condition), developing service lves, and preparing
replacement cost estimates.

A.W. Back
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{(09-30-05 p.12426.1}}

[1112.426] In the Matter of Bruce F. Cucchiara, Resource Bank,
Mandeville, Louisiana, Docket No. 02-122e (7-8-05).

Respondent is prohibited from participating in the conduct of aftairs of, or
exercising voting rights in, any insured institution without the prior written
approval of the FDIC.

[_1] Prohibition, Removal, or Suspension—Prohibition From—
Participation in Conduct of Affairs

[.2] Prohibition, Removal, or Suspension—Prohibition From—Voeting
Rights, exercise of

In the Matter of

BRUCE F. GUCCHIARA,

individually, and as an

institution-affiliated party of

RESOURCE BANK

MANDEVILLE, LOUISIANA

(Insured State Nonmember Bank)

ORDER OF PROHIBITION FROM FURTHER PARTICIPATION

FDIC-32-122¢
BRUCE F. CUCCHIARA ("Respandent”) has received a NOTICE OF

INTENTION TO PROHIBIT FROM FURTHER PARTICIPATION ("NOTICE")
issued by the Faderal Deposit Insurance Corporation {"FDIC™) on April 8,
2005, detailing the viclations of law, unsafe or unsound banking practices,
andfor breaches of fiduciary dufy for which an ORDER OF PROHIBITION
FROM FURTHER PARTICIPATION {"ORDER") may issue. On April 28,
2005, Respondent filed an answer to the Notice.

Respondent and Enforcement Counsel for the FDIC thereafter executed a
STIPULATION AND CONSENT TO THE {SSUANCE OF AN ORDER OF
PROHIBITION FROM FURTHER PARTICIPATION ("CONSENT
AGREEMENT "} whereby solely for the purpose of this proceeding and
without admitting or denying any violations, unisafe or unscund banking
practices, andfor breaches of fiduciary duty, Respondent waived his rightto a
hearing %Q)hp Notice and consented to the issuance of an ORDER by the
FDiIC.

The FDIC considered the matter and determined it had reason to believe
that:

wwww fdic.govhani ndividualtenfor cementf 12426 .himl
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(a} As an institution-affiliated party of Resource Bank, Mandeville,
Louisiana ("Bank"), Respondent viclated law and regulations, engaged
or participated in unsafe or unsound banking practices, and/or breached
his fiduciary duty to the Bank;

{b) By reason of such violations, practices, andfor breaches of fiduciary
duty,

{09-30-05 p.12427.1%

the Respondent was likely to cause more than a minimal loss o the
Bank and/or Respondent received financial gain or other benefit; and

{c) Such violations, praclices, and/or breaches of fiduciary duty involve
personal dishonesty on the part of the Respondent or demonstrate the
Respondent's willful and/or continuing disregard for the safety or
soundness of the Bank. -

The FDIC further determined that such viclations, practices, and/or breaches
of fiduciary duly demonstrate the Respondent’s unfitness to serve as a
director, officer, person participating in the conduct of the affairs, or as an
institution-affiliated party of the Bank, any cther instired depository institution,
or any other agency or organization enumerated in section B{e)(7){A) of the

Act, 12 U.8.C. §1818(e)(7)(A).

The FDIC, therefore, accepted the CONSENT AGREEMENT and issued the
following:

ORDER OF PROHIBITION FROM FURTHER PARTICIPATION

1. BRUCE F. CUCCHIARA is hereby, without the prior written approval of the
FDIC and the appropriate Federal financial institutions regulatory agency, as
that term is defined in section 8(e){7}{D) of the Act, 12 U.S.C. §1818(e}{7){D),
prohibited from:

[.1} (a} participating in any manner in the conduct of the affairs of any
financial institution or organization enumerated in section 8(e)(7 }(A)} of the
Act, 12 U.S.C. §1818(a)}7)(A):

{21 (b) soficiting, procuring, transferring, attempting to transfer, voting, or
attempting to vote any proxy, consent, or authorization with respect to any
voting rights in any financial institufion enumerated in section 8(e){7){A} of the
Act, 12 U.8.C. §1818(e)7)(A);

{c) violating any voting agreement previously approved by the appropriate
Federal banking agency; or

{d} voting for a director, or serving or acling as an instilution-affiliated party.

2. This ORDER wili become effective upon its issuance by the FDIC. The
provisions of this ORDER will remain effective and enforceable except to the
exient that, and until such time as, any provision of this ORDER shall have
been modified, terminated, suspended, or set aside by the FDIC.

Pursuant to delegated authority.

Dated this 8th day of July, 2005.

wis faic.gowbaniindividual/erforcemant/12426.himi 213

e e L an e A T




St Tammany Parish Clerk of Court  Docket#201011212 o iqions and Orders - Docket No. FDIC-02-1226 Page 39 of 52

EO&G e ] Searct Forrt | Text Seqed | ED&D vels

Last Updated 11/1Q/2005

Comant Us | Search | Melp | Sifelap | Forms | En Sspanol
e Pobices | Privacy Policy | Plain Writing Act of 2010 | USAgov | FDIC Office of inspector General
e af Infennation Act {(FOIA} Service Center | FDIC Open Governmen: Webpage | No FEAR Act Deta

vwww.fdic.govhankindividuallenfor cement/ 12426, himt ' 3

e et e o Lt A e K s K ke At ctm mm e - s




St Tammany Parish Clerk of Court Docket#201011212 Page 40 of 52

Jolp-1pa>+ T

FILED

TWENTY-SECOND JUDICIAL DISTRICT COURT

PARISH OF ST. TAMMANY

STATE OF LOUISIANA
NO. 2010-11212 DIVISION “J*
KENNETH E. BUTRUCH
VERSUS
SOUTHEASTERN LOUISIANA WATER & SEWER CO., LLC and JARED }. RIECKE

FILED;

DEPUTY CLERK

DEFENDANT'S RESPONSES TQ PLAINTIFF’S FIRST SET OF WRITTEN

REQUESTS FOR DISCOVERY
TO SOUTHEASTERN LOUISIANA WATER & SEWER CO.. L1.C

NOW INTQ COURT, through undersigned counsel, comes defendant, Soulhieastern
Louvisiana Water & Sewer Co., LEC {"SELA™}L who in response to the written requests tor
interogatories and requests for production of documents propounded by Plaintitf, respectiully

responds as follows:

GENERAL OBIECTIONS
1.

SELA generally ubjects to these Interrogatories and Requests for Production as overly

broad and unduly burdensome.
2

SELA generally objects (o theses Interrogatories and Requests for Production insofar as
they seek to impose obligations andior respomsibilities on SFLA heyond thuse reguired by the
Louisiana Code of Civil Procedure and/or the Louisiana Code of Evidence.

SELA generally objects to these Interrogatories and Requests for Production to the extent
that they call for the disclusure of any information that s protected from discovery by any
absolute or yualificd privilege, including, but not limited to. the attorney/client privilege, and the

work product privilege. Any information that is withheld on the basis of privilege will be
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alluded to in the particular response. However, SELA’s failure to do 3o shall not be construed as
a waiver of any of the privileges it hereby asserts.
4

In responding to these interrogatories and request for production, SELA dues not waive

and specitically reserves all general and specific objections. Additionally. SELA does not

concede by responding that the information sought or provided is relevant to the subject matter

of this action or is calculated to lead to the discovery of admissible evidence. The production of

any information cannot be construed as an admission by SELA that the information is relevant,

material, suthentic, or otherwise admissible as evidence. SELA expressly reserves the right w

object to further discovery and to the subject matier of these interrogatories, as well ag w the
ntroduction inte cvidence of any responses to thuse in‘tc:tmgawries.
5
SELA generally abjects fo Plamtffs” Inmerrogatorics and Requests for Production to the

extent they purpott to require supplementation beyond thatl required by the Louisiana Code of

Pracedure,
o,
Subject to the foregoing objections, SELA avers that # will respond to these
Interrogatories and Requests for Production based vpon its knowledge of its Manager, Jared

Riecke. and canaot answer on behalf of other individuals out of its contral for which it has oo

knowledge of what items may or may not be in their possession,

These general objections apply to every response provided in the future, as if set torth
fully in cach specific response.

hi

SELA turther objects to the Interrogatories and Requests for Production as many of them
fail to provide a detcrmination of e whereby their suggestive language may have nccurred.
As such, any response, without a specific time period, could misconstrue or misteprescnt the
facts.

Q.

I

[T ———
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SELA fumther objects as the use of words and language included within the
Interrogatories and Requests for Production are written in such 2 way to misconstrue and
mistepresent the Facts in dispute such that any response cannot be entirely accurate.

11

SELA further ohjects to the conyuncrive and complex nature of the use of words and
language such that no response can be provided without the possibility of misrepresenting the
facts.

1E.

SELA cxpressly reserves the right to amend and/or further supplement these responses.

INTERROGATORY NO. 1:

Pleast state the name, address and telephone number of each and every witness you may
or will calt at the hearing of this matter.
RESPONSE TO INTERROGATORY NO. ):

SELA further objects that discovery has only just begun and is ongoing. Subject to these
and the foregoing general abjections, SELA will comply with the production ot its witness kst in
accordance with the pre-trial order of the court.  SELA reserves the right to supplement this
resporise within the time periods provided in the court’s pre-trial order. However, in the spiril of
vooperation and in good taith, SELA may call the tollowing:

t. Plaintitf, Kenneth E. Dutruch
2. Jared J. Riecke

1 Bruee Cucchiara

4. Gerald P. Githert

INTERROCATORY NO. 2:

Please state the name. address and telephone number of cach and every person that SEEA

knows or belicves has or may have information relevant o the claims of either party to this

action.

RESPONSE TO INTERROGATORY NO. 2:
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Subject to these and the forgoing gencral objections and without waiving same, see
answer to interrogatory No. 1.

INTERROGATORY NO. 3:

Identify and provide the addresses. telephone numbers and titles for the organizers of
SELA.

RESPONSE TO INTERROGATORY NO. 3:

Subject to the forgoing objections, the organizer for SELA was Jean M. Champagne. Mr.
Champagne’s professional address is unknown af this time.

INTERROGATORY NGO, 4:

Identify the names and addresses of SELA's members, managers. and executive officers
trom 2004 — present.

RESPONSE TO INTERROGATORY NO. 4:

Subjest to the forgoing objections, SELA’s member was the Karen 8. Riecke [nter Vivos
Trust and its manager was Jared J. Riecke, As for executive officers. Fared J. Riecke was the
CEO. Bruce Cucchiara was the President, Jenny Volz was the Vice President/Treasurer and
Heather Sayler was the Vice President for regulatory compliance. The professionat address for
the above is 350 N. Causeway Approach, Mandeville, Louistana.
INTERROGATORY NO. 5:

Identity the name(s) of all individualis) who were in any way invoived in the negotration,
drafting and/or confection of the exclusive Ageney Agreement attached hereta as Exhibin “A”
(dated November 15, 2004, and amended on January 31, 2007).

RESPONSE TO INTERROGATORY NO. 5:

Suhject to the forguing general objections and without waiving same, Kenneth Dutruch,
Bruce Cucchiani, Gerald Gilbert and Jared Riecke were the parties to the documents dated
November £5. 2004 and January 31, 2007. Upon information and belief, the November 15, 2004

document was prepared by Mr. Dutruch on behalf of himsell, Bruce Cucchiara, and Gerald
Gilbert,

INTERROGATORY NG ¢:
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Identify the namets) of any SELA officer, member, manager, employee, agent, or anyone
else on SELA's behalf, who was involved in the negotiations, discussions. or any other
communications related to the prospective sale of SELA.

RESPONSE TO INTERROGATORY NO. 6:

Subject to the forgoing ubjections, Jared J. Riecke.

INTERROGATORY NO. 7

identily the name(s) of any individual, entity, or other party who expressed an intercst in
purchasing or acquiring SELA from 2004 to the present. For each. provide a name, addruss,
telephone number and company’corporate affitiation (it applicable).

RESPONSE TO INTERROGATORY NO. 7:

Subject to the forgoing objections, St Tammany Parish, 7.0, Box 628 Covington, LA
70434, (985) 898-2362. Defendant reserves the right to supplement this response.
INTERROGATORY NO. 8:

For each individual. person, entity. or other party identified in Answer to Intorrogatory
No. 7, state whether an offer to purchase or acquire SELA was tendered by such party. and if x0,
provide the date and terms of both the offer and SELAs response to same.

RESPONSE TO INTERROGATORY NO. §:

Subject to the forgoing objections, by comespondence dated on or shout May 17, 2007,
St. Tammany Parish made an otfer to acquire SELA for $39.000,000. SELA responded with a
counter-offer in the amount of $54,000,000 on or about May 23, 2007, The Parish re-iterated its
$39,000,000 offer for the purchase of SELA on or about Qctober 25, 2007, and SELA rejected
this offer on or ahout November 5. 2007, See atfached.
INTERROGATORY NO. 9;

Identify the name{s) and address{es) of all individuals with whom you had any

discussions or other communications regarding the purchuse or acguisition of SELA by St

Tammany Parish.

RESPONSE TO INTERROGATORY NO. 9:

Subject 1o the forgoing objections, defendant further objects to this inrerrogatary in that it

is overbroad and seeks identification of all individuals with whom it had uny communications
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regarding the acquisition of SELA. However, in the spirit of cooperation, defendant offers that
Jared Riecke had substantive discussions on the topic with Greg Gordon, Kevin Davis, Kenncth
Dutruch, Bruce Cucchiara, and Gerald Gilbert,

INTERROGATORY NO. 10:

Deseribe the negotiations regarding the purchase or acquisition of SELA by St. Tammany
Parish, including the dates, amounts and terms of any offers, wuntcmlfers; or acceptances, tor
the peviods between: (a) January i, 2004 and Navember 15, 2007; and (b} November 1o, 2067
present; and including without limitation the date negotiations with St Tammany Pansh
commenced and terminated.

RESPONSE TO INFERROGATORY NO. 10:

Subject to the forgoing ehjections and without waiving same:

{a) Prior to November 15, 2007. By correspondence dated on or about May 17, 2007, S0
Tarmany Parish made an offer to acquire SELA for $39.000,000. SELA responded with 2
counter-offer in the amueunt of $54.000.000 on or ahoot May 23, 2007, The Parish ve-iferated 1ts
$39.000,000 offer tor the purchase of SELA on or about October 25, 2007, and SELA rejected
this offer on or about November 5, 2007. Sec attached.

(%) After November 16, 2007, 1 is defendant’s understanding that Greg Gordon of the
Parish approached Bruce Cucchiara around February of 2008 in an effort by the Parish to attempt
a negatiation for the purchase of SELA. The sale of SELA never oceurred due to legal obstactes
prohibiting the Parish from purchasing a privately owned entity. By late June/early July of 2009,
there were no lunger any nepotiations regarding the purchase of SELA by the Parish of St
Tammany. Subscquently, the Parish of St. Tammany issued correspondence to SELA of its
intent to expropriate the asseis of SELA. Ultimately, the Parish of St. Tammuny, through s
counsel, issued a resolution for the expropriation of the assets of SELA. Thercafter, a contract

tor the purchase of the assets of SELA was exccuted. and in March, 2010, the Parish of St

Tammany purchased the assets of SELA.

INTERROGATORY NO. 11:

f
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tf an agreement o purchase has been reached between SELA and St Tammany Parsish,
provide the purchase price. the terms of said purchase and the anticipatcd closing date and
location.

RESPONSE TO INTERROGATORY NO. 11:

Subject to the Forgping vbjections and without waiving same, the Parish of St. Tammany
and SELA never entered into a purchase ageesment for the purchase of SELA. 5t Tammany
Parish did not purchase SELA. Hawever, by threat of expropriation, St Tammany Pansh
entered into a contract tor the purchasc of the assets of SELA on or about January 13, 240 for
$36,000,000.

INTERROGATORY NO. 12;

Identify the name{s} of any potential buyers (of SELA) which were directed to Mr.
Dutruch by SELA or anyone on SELAs behalf, as set forth in the exclusive Agency Agresment
attached hereto as Exhibit A

RESPONSE TQ INTERROGATORY NO. 12:

Subject to the forpoing objections and without waiving same, none.

INTERROGATORY NO. 13:

Identity the total compensation, benefits. expenscs, or any other amounts paid to or for
the benefir of Keuneth £. Dutrueh in connection with the exchwive Agency Agreement attached
hereto as Exhibit A.

RESPONSE TO INTERROGATORY NO, 13:

Subject to the forgotag objections and without waiving sume, none.

INTERROGATORY NO. t4:

ldentify the total compensation. benefits. expenses, or any other amounts paid to or for
the benefit of Bruce Cucehiara in connection with: {a) the exclustve Agency Agrccnuenl"attached
as Exhibit A; (b} his employment with or other compensation from SELA, if any, and (c) any
other venturcs between Bruce Cucchiars and SELA, Jared Riecke, or any other member or apent
of the Riecke tamily.

RESPONSE TO INTERROGATORY NO. 14:

Subject to the forgoing objections and without waiving same,
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ar None.

b) SELA further objects as it cannot disclose the personnel information of one ot its employees.
SELA objects to the interrogatory as irrelevant.

¢} SELA further objects as it cannot disclose the personnel information of one of iis employees.
SELA objects to the interrogatory as irrelevant.

INTERROGATORY NO. 15:

Identity the total compensation, benefits, expenses, or any other amounts pad o or for
the benefit of Gerald Githert in connection with: (a) the exclusive Agency Agreement attached as
Exhibit A; (b) his employment with or other compensation from SELA, if any; and (e} any other
venlures between Gernld Githent and SELA, lared Riecke, or any other member or agent of the
Riecke family.

RESPONSE TO INTERROGATORY NGO, 15:

Suhject to the forgoing objections and without waiving sume,
u} None.
by SELA objects 10 this interrogatory as irrelevant.

&) SELA objects to this interrogatory as irrelevant.

INTERROGATORY NO. 16:

Tdentify the total amounts pofentially duc to the exclusive agents under the exclusive
Apgency Agreement with respect to the written offer from 81 Tammany Parish dated prior
October 25, 2007 (which same offer was tendered again by St Tammany Parish in writing dated
Oxctober 25, 2007 (& copy of which is attached as Exhibit BY, provided that the sale of SELA had
closed: (i) on or prior to November 13, 2007; or (i1} en Novernber 16, 20067 or later.

RESPONSE TO INTERROGATORY NO. £6:

Subject to the forgoing objections and without waiving same, SELA objects w the
inferrogatory as i requirce SELA to interpret the documents dated November 15, 2004 and
January 31, 2007 which are speeifically made the object of Mr. Dutruch’s pending litigation.
Ultimately, the court will determine the valuation. of any, atiributable to the sale of SELA.

INTERROGATORY NO. IT:
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Identify any and atl property ot other assets which have been agreed 1o be or which have
been sold, donated. expropriated, or otherwise disposed of by SELA, for value or otherwise,
from 2004 1o present. Provide the sales price or fair market valuc of such propetty on the date of
donation, exproprigtien, ot other disposition,

RESPONSE TO INFERROGATORY NO. 1T:

Subject to the forgoing objections, SELA further objects to this interrogatory as it »s
overly broad and unduly burdensome. This interrogatory is designed solely 1o harass and cause
undue hardship upon defendants. However, in the spirit of cooperation and responsivie to Mr.
Dutruch's request.  SELA subinits that SELA's assets were sold 10 8t. Tammany Parish for
$36,000,000 on or about March 2, 2010,

INTERROGATORY NO. I§;

[dentity any and all property or other assets acquired by SELA, for value or ntherwise,
from 2004 to presenl. Provide the sales price or fair market value of such property on the date of
such acguisition.

RESPONSE TO INTERROGATORY NO. 18:

Subject to the forgoing objections, SELA turther objects to this interropatory as i is
wvetly broad and unduly burdensome. This interrogatory is designed solely to harass and cause
undue hardship upon defendants.

REQUEST FOR PRODUCTION NO. {:

Plense produce any and alt documents referred to, relied upos or referenced by you m the
course of answering any ol the discovery set forth v Plaintiff s First Set of Written Reguesis for
Discovery to Seutheastern Water & Sewer Co.. (LLC.

RESPONSE TO REQUEST NO. 1:
Subject to the forgoing objections, see attached documents.

REQUEST FOR PRODUCTION NO. 2:

Pleasc produce any and all documents that you may or will offer or use at trial of this
matter,

RESPONSE TO REQUEST NO. 2:

[ T SN
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Subject tw the forgoing objections, SELA reasserts its prior ohjection that discovery has
only just begun and is ongoing, and it cannot knuw cach and every exhibit it intends to introduce
at trial. SELA will comply with the production of its fist in accordance with the pre-trial arder
which will eventually be gencrated by the court. SELA reserves the right to supplement this
response within the time periods provided in the cowt’s pre-trial order. However, in the spirit of
cooperation and in good faith, SELA may offer the following at the irial of this matter:

1} The documents which were entered into by Mr. Riccke on behalf of SELA. and Plaints#t,
Mr. Cucchiara, and Mr. Gilbert, dated November 15, 2004 and Januaty 31, 2007,
2 Correspondence between Mr. Riecke and Mr. Dutruch, as well as correspondence

hetween Mr. Dutruch and others regarding the peninent documents.

. 3 Conespondence hetween Mr. Riceke and Kevin Davis and/or St Taramany Parish.
4) Sale dosuments regarding the sale of SELAs assets to St. Tammany Parish.

REQUEST FOR PRODUCTION NO. 3:

Please produce any and all correspondence, memoranda, c-matls, spreadshecte gmifor
other documents, including any which may he clectronically penerated or stored, relarmy ta the
negotiation, drafting, confection andfor execution of the exclusive Agency Agreement attached
hercto as Exhibit A, including without limitation those hy. between, and among Bruce
Cucchiaga. Gerald Gilbert, Jared Riecke, end any other member or agent of the Riecke family.

RESPONSE TO REQUEST NO. }:

Subject to the forgoing objections and without waiving same, sec attached documents.
REQUEST FOR PRODUCTION NO. 4:

Please produce any and all cortespondence, memoranda, c-mails, spreadsheets,
valuations and/or ather doctnents, inciuding any which may be electronically generated or
stored. relating to the sale of SELA to St. Tamnuny Pansh. including without Jimitation: (a)
those by, between. and amoeny Bruce Cucchiam, Gerald Gilbent, fared Riecke, and any ather
member or agent of the Riceke family: (b the written offer from St. Tammany Parish dated prior

te October 25, 2007; and {¢} SELA s written ofier w St. Tammany Parish dated on or about May

23, 2007.

RESPONSE TO REQUEST NO. 4:

HY
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Subject to the forgoing objections and without waiviny same, sec attached.

REQUEST FOR PRODUCTION NO. §:

Please praduce any and alt documents refated in any way to the payment or non-payment
of the cominissionffoe contemplated by and in the exclusive Agency Agreement attached hereto
as Exhibit A. including without kimitation thuse by, between, and among Bruce Cucchiara,
Gerald Gilbert, Jared Riecke, and any other member or agent of the Riecke family.

RESPONSE TO REQUEST NO. 5:

SELA objects as Plaimiil™s request requires the interpretation of the documents dated
November 15, 2604 and January 31, 2007, Subject to the forgoing objections and without
waiving same. no commission or fee was paid to Mr. Dutruch, Mr. Cucchiara, or Mr. Gilbert.

REQUEST FOR PRODUCTION NO, 6:

Produce any and ai! documents related to or evidensing any compensation or benefits
paid by SELA to Bruce Cucchizra and Gerald Gilhert, individuafly or otherwise.
RESPONSE TO REQUEST NO. 6:

Suhject to the forgoing objeclions and without waiving same, Mr. Cucehiara was an
employee of SELA. SELA objects to the disclosure of any personnel information of Mr.
Cucchiara,  Farthermore, Mr. Dutruch’s request as to bath Mr, Cucchiara and Mr. (ilbert is
averbroad, imelevant. and net reasonably caleulated to lead to the discovery of adrissible
cvidence.

REQUEST FOR PROBUCTION NO. 7:

Please praduce any and all correspondence, including emails to, trom or copied to any
employee(s). members, managers, or agents of SELA regarding Mr. Dutruch that relate in any
way lo the lerms, conditions or continuation of Mr. Dutruch’s agency authority. to the pending
sale of assets to St. Tammany Parish, of to tlhis litigation, including without limstation those by,
between, and wmong Bruce Cucchiara, Gerald Gilbert, Javed Riccke, and any other member or
agent of the Riecke farmly.

RESPONSE TO REQUEST NQ. 7:
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SELA ohjects to Production Ne. 7 as it suggests there to have heen a continuation of
agency authority which SELA denies. There was na coatinuation of authority for Mr, Dutruch,
Mr. Cucehiara. or My. Gitbert beyond November 15, 2007.

REQUEST FOR PRODUCTION NO. §:

Please produce a copy of any and all documents related to the calculation of the valuation
of SELA_ for purposes of the pending sate of its assels to St. Tammany Parish {or ils related
entity or district).

RESPONSE TO REQUEST NO. §;

Subject to the Forgoing objections and without waiving same, there is no pending sale of
SELA"s assets to St. Tammany Parish. The asset sale ocomred on or about March 2, 20140,
Further, the information sought by this request is irrelevant as whatever calculations that may
have existed resulted in a price.

REQUEST FOR PRODUCTION NO. 9:

Please produce any written offers to purchase or acquire SELA from any party, inciuding
St. Tammary Parish {or its related entity or district).
RESPONSE TO REQUEST NO. 9:

Subject to the forgoing objections and without waiving same, see the ;mache;i documents.

REQUEST FOR PROBUCTION NO, 10;

Produce all closing documents relative to the sale ot SELA to St. Tammany Parish tur its

related entity or distract).

RESPONSE TO REQUEST NO. i0:

Subjeet to the forgoing obicctions and without waiving same, no documents responsive to

this request exist,
REQUEST FOR PRODUCTION NO. {1:

To the extent not produced in response to the previous document requests, please produce
any and all devamenis {including without limitation all corrcspondence and c-mails) refated to
the exclusive Agency Agreement atiazched hereto as Exhibit A.

RESPONSE TO REQUEST NO. 1 1:
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Subject 1 the forgeing objections and without waiving same, see the attached documents
which include documents dated November 15, 2004 and January 31, 2007,

REQUEST FOR FRODUCTION NO. i2:

Please produce any and all correspondence, including emails to, from or copied to any
employee(s) or agents of SELA that relate in uny way to the anticipated claims. deniats or

defenses of SELA in this litigation,

RESPONSE TO REQUEST NO. 12:
SELA objcets to this request in that it seeks information that is protected by the attorney-
client privilege andior attorney work-product and which was prepared in anticipation of

littgation.

RESPECTFULLY SUBMITTED:
WYNNE, GOUX, & LOBELLO
Attorneys at Law, L.L.C.

By: M‘Aﬁ%ﬁy
~ Fesemy D. Goux (35063) =

( " James C. Arceneaux, IV (27173)
417 North Theard Street
Covington, Louisianu 70448
Phone: {985) 808-0504
Fax: (O83) BOR-0840

CERTIFICATE OF SERVICE

[ hercby certify the above and foregoing Responses to Intenogatories and Requests for
Production of Documents have been forwarded to all counsel of record by placing a copy of
same in the U.S. Mail, postage prepaid, and property addressed OR via facsimile transmission,
this the e dayot 77 & 7w 2

LR el _Aula .- )

( rea
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TAMES C_ARCENEAUX. IV &
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