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so, thebfore, . I iDcreased 

doulecl it, raised it to $150 a IIDilth or $1,800 ·~ the ye,q:;~~:~··· 

Office postap, $410r aDd office ~MJppliea J, 
'-: ~ 

left the .... , $300, for $780. 

General insurance, the same, $600. Worklaan's 

coaapensation, $400, for $1,000. '!'here's a little increase 

tllere because of the salary increase • 

Property taxes, $500. '!'hen I used the 

miscellaneous general expense for that which we'd have 

unforeseen of $600, $SO a 1110nth. Again, uncollectibles, 

since tbey've got more customers, I raised that to $600. 

And, again, I had more infoDIIltion as to 

professional fees for attorneys and certified Public Accoun 

so I iacreased that froa $1,600 to $3,600, making a total of 

$10,680 for general expenses. 

Then I went back and as of August 23, we had 

200 customers. Two hundred customers at $1.5 a .onth would 

bring in revenue of $36, 000. Subtracting the total expenses 

from it, we'd have a net profit left of $2,802.08. 

0. M:r. Taylor, you're aware, of coarse, that ~ ......... 

this application vas filed that it was proposed 

that the rate would be $12 a month? 

A. Yea, air. 

0 If we were to recompute the revenue at $12 

per month, what would the annual revenues be on it as 
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;;,IIJ;J.~-~;,~·-··-~·1 it wpu~d he $21 ,-.,~ . 

t. D¥e you .. cte any COJIIMlta.Uoa ll11 ·-·······-" 

hapPell to tbe bottOIIl line if 1 fOr eUJ~Ple r cleprec:;i.a1cJ.:CN\· 

were disallowed as an expense? 

A. Yes, sir. 

0. would you qive us the n~Nl.taof.· those 

computations? 

· 1. If we. dropped the depreclatiqn of $3, 47;1,~?2'~· 

then we would have a net loss of $j24 • 

0. Did you uke any other adjustments or 

calcula.tiona just for illustrative pat..-s? 

A. Ro, sir. 

0. Do you have anythinq fur tiler you'd like to 

A. Ro, sir. 

Q. You've had a lot of experience ia public 

accounting. I • a sure you've seen lots of financial 

statement. and prepared a lot of thea. 

Do the expenses that you see reflected here 

represent reasonable projections as far as your expert 

opinion iar concerned? 

A. Very conservative. 

lOt. COWAN: I have no further questions. 
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g. Mr. 'fay-lor, how long baYe you 

,lo. ela, a 10119 tilae. I don't know. 

practi~~tift9, ·p\Jblic 

War II. B4tty-two years. 

0. Have you ever acted as an accountant for a 

public utility regulated by the Public Service eo-iaaien? 

L Ro, air. 

0. You're not familiar with the Unifora Sya~ 

of Accounts that the Public Servic:8 .. CO IIIII' asion uses? 

A. Only what I saw during this. 

0. I believe you had some con•rsations with 

our accounting staff this JDOrning; is that 

correct? 

I.. Right. 

0. BaYe they informed you of certain positions 

that this Coladaaion takes with regard to depreciation? 

A. Right. 

0. And what did they tell you about that? 

because the four corporations were contributinCJ these assets 

to tbe Ozark Mountain 'Water Company, Inc. Therefore, since 

they were contributing it, the Ozark Mountain Water CODJpany 

bad not paid for thea as a corporation. 

0. Do you have any problem with that dec lara ....... , ........ 

._ ___________________________ 111 
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A. lfo, I' • not di-.puting it. 

Q. t.et•a getl into thl.a area of CODttri)/)Rioa. 

I'• JlOt aa &CifCOuntaat, .O,caD you ._laia.in,.-. 

.. ybe a 12·tb grader might undetatand bow this ~ed 

financial transaction of getting all this property that's 

~aedly in the banda of all the• cleveloper corporations 

into this Ozark Mountain Watie~ ~~ation? Could you go 

tbroU9h the proceaa aDd expl.atn that to •? 

A. Say that again. 

g. can. you tell me l1ow this pmperty is going to 

be contributed and what that Jlleaaa in tenaa that a high 

acbool kid might understand? 

1. Yes. We have an i t-.ized list of all the 

property which totals up exactly what's on the ~lanoe 

an itemised list of it o·f eactly what's going to be 

contributed to the corporation and that 11011ld be donated to 

tile corpocation. 

You'll debit the equipment, and if you--

according to yo8r book, I qot the idea you had to use that 

depreciation. So if you're going to use the same deprecia ........... ~, 

then you would credit the capital surplus account for the 

balance c,f it. 

We discussed it, and the new corporation can 

never make enough aoney in our opinion to ever pay the 
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f238,000 to the other four caapadea wtidla ...,.d owe 

:ff · tbia waa--.if 

'""'ru""u Mil tllea to.---. el•. 

juat like it is riglat. here, and tbey'a llave to pa*'~Jii. 

bece tllaH four corporati.ol\8 are donatin9 Gls. 

~ It's a 9ift then? 

A. Riqht. 

0. So Ozark 

-operatiODs, is going to have all these aaMts that it hasn't 

paid anything forr is that right? 

A That's right. 

0. But it's goinqto have $10,000 in cash that's 

being contriiNted by these other ca.panies? 

A. That's right. 

~ And your understanding of depreciation acc::olllll11~c:r 

in the public utility sector is that since Ozark Mountain 

Water Company didn • t pay allythinq for. all that contributed 

property, they can't get any charge for depreciation on that 

right? 

I understand that's right. 

MR. COWAR: Are you speakinq for rate-making 

purpoaea? 

MR. DUFFY: For rate-.aking purposes, because 

that's all we're interested in here today. 

._--------------------------113 
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a 
-a~av ~·· then ....- ~~ thJ.~$-~aace --~ on Bxbitii t 

ly baa no ._licatiJ.Gil tie this ~'lraca1J8e ~- of 

this· ••rial or all of thwse assets ui hei.q eoi\tribute4, 

to o•al.1c Mounuin water co.pany-

a. C01Wt: May I «*aect to tltat conclusion?. 

I thillk it's an erroDeOua conclusion, aAd I object to it. 

that in order to earn the operating expellSe8-' 

MR. DUFFY: 1fell, I tbld-..; 

a. COWAN: May I finish? We have excluded 

.ay cl'~ for a return on investment on the basis that we 

haYe ccmtribuu.cl the assets and do not expect to earn on 

EDMIRER LORIRG: I'm going to overrule the 

db;J.ct,i.on aa4 let him ask the qaestion. 

!hat • s what I was tryiDCJ to get to, Mr. 'l'ay 

is that there's going to be no such th.i.DCJ as a rate base 

in Ozark llountain Water Coap&ny: illll't that true? 

I don't knoW about, that, sir. All I know 

is tbat the figures bere, the assets which we have on this 

balaaoa sheet, tbe four corporations bave paid for it. They 

l'lought it aad paid cash for it, right? And now they bave to 

put that in another corporation known as Ozark Mountain -··•"' 
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AD4· we di.scussed. it, 

.· 

Tta&t~--y I set ap 50 perceat 

Well, if you've got a debit ~, the .. 

aitl't no place--the only other thin9 is Y"'..,.*14.ha._ tilt 

debit your assets and credit notes payable to tlaoae four 

co~rations and llake this corporation charC}e enouqh for ·· 

their water to have enough profit to ever be able to ~··· 

back. 

Let's move on to soaethinq else. Let's 

about the pro forma profit and loaa · stateae.a•• \tat's 

thi~ page of IIXhibit 17. 

The original or the amended? 

(Discussion off the record.) 

EXAMINER LORl:IIG: Back on the recorcl ~ 

19 BY 8. DUPPf: 

20 If you would, Mr. Taylor, let's ··J.Gek at 

21 both the original and the amended one at the same ti11e. 

2 2 be referrin9 to both of thea from time to time. 

23 Let's go first to operation and maintenance 

24 expenses, and can you tell me how you arrived at the cost 

25 fuel and power for pumping the electricity on both of these? 
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J'rOIIl ftrkey Mouata~n Blita~~· 

corporations. 

0. .ADd that was a total. ~t !pi: • ~t .• 

the calendar year? 

Yea • 

Was it the estimate., or: vas it the total? 
,,_ ,,, . ' . . 

And the amended. aheet, · is that also the 

actual amount for the year? 

& No. I ••ed ten percent 

I i~sed · that ten percent • 

Between these ~. ~ta, 

act\1&1 figure that you got off of the power and light bi1.la? 

Ia tbat the $4,080? 

A. No. The original one would he that• 

0. And the second oae l'C)U've added ten perce1it 

on to the $4,080? 

A. That's right. 

~ And that ten percent was some factor that you 

decided on? 

A. Well, Mr. Norman and I talked it over that 

...._ ____________ 116 
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:;n,witi,,lcezre· ~J.ai;·to increase ia 

We fifl'&etl. tllat if we ca.. uader t:bi.a'• 

'to -t?lt···~· t)aere for ··POUer· ~.,~*'·tlit; 

0. .-., I_..rlitand tlsat ~. ··11~~· 

bO'tb your $30& aad your $600 figure ·aze· eatiaatea? 

~ ~at's right. 

0. NoW, this first Exhibit 17 was p~arect· p ll:Qil_. 

in December of 1977? 

November. 

Well, it's dated Mo~r 31? 

Right. 

ooesn 't Noveaber actually have 30 days? 

I think it does • 

there. 

I don't believe there is. 

'l'hen you .,uld have prepared this 

after Rovember 30? 

A. I noticed here in my working papers the 9irla 

21 30. 

22 And Exhibit 18 was preparecl scaetime after 

23 August 23, right:, 1978; or did you prepare it on August 23? 

24 

25 

•As of August 23,"' is what it says. '!'hat 

doesn • t mean after. 
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• ..• ~~pre for a~i.ea? 

a. -~";• riCJllt. 

Q. ..,._ .. ._t baata? 

Oft ay best j\14...-t. 

Did you buy more supplies tlleaJ 

figure that the iDflation is goill9 to run the cost of 

supplies up that much? 

I figure with acre cuatoaers and inf~ati~ on 

supplies ia~easing fr011l ten to 15 to 20 percent, that we 

ll88d that aueh. 

0. What kind of supplies are we talkinq &lout? 

Office supplies, you aau? 

Well, you tell ae. You've l~ated them as 

aupplies. 

Well, I'm just askiDCJ you wllich oae are you 

talkinq abott.? 

I ''• talkiDCJ about the $300 fi9Qre on Exhibit 

'Jile· supplies there would Jl8&n Whate~ 

21 need. We have that for fuel and power and the puapiaq. 

22 would be watever supplies they need for JHintenance and 

23 so forth. But if you don't think they need it, you can cut 

24 it out. I just made a pro forma profit and loss statement 

25 for you to review yourself • 
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···~~--· 
BOW, I take it siaee tou•ve lit~t-.1; ~· 

se~tely frOIR repairs and water pl.ut 

mutually exclusive categories? 

&. 'llley're supplies of wllate~ ttl4tY ae,ed, yes, 

if they need them. If they don • t use it for that • a~d 

the ..o.ey for th&t, then that will increaae their profit. 

0. Repairs for water plant·-.:e estimates .a.,, 
aren't they? I believe you testified to that on direct 

euaination, that the $1,500 fiqure and the $1,800 fiqUre 

were estimates? 

&. That's right. 

0. Do you have any 

for repairs on the water plant was in the last calendar 

A. I testified a while aqo. I told you I talked 

to Mr. Norman and asked his judgment as to what the repairs 

had. been, and very conservatively he sa.i.cl $1,500, and I 

used that fiqure. 

0. Did he give you any exaJ1Ple8 of bow many 

repairs had been made and what he spent for those repairs, 

or did he just tell you $1,500? 

He related some experifmoea be bad and this and 

25 that and lightning striking it and 'Whale it wasn't all~ 
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by insurance ad· di.!~erent typ,ea 
you keep anythil\9 lcmq enouqh. 

~ lkMf .. -~ ·tJ.aea has 1191ltiU.n•t· s-. tbe pl-t 

since it's been in opel!!atioa? 

I. '1'WO times. I'm told that. lfe collected 

·insurance. 

0. Let's talk about the next itea, "'l'rusporta 

expen••·" We talked about a pickup here which I believe 

somebody said wae a four-wheel drive pickup. Is there suGh 

a pickup in existence riqht now? 

Be uses one. You have to have a pickup to 

drive over the territory and that. 

0. Well, I'm just trying 

is one in existence now or whether you're going to buy one 

the future. 

He can't take depreciation if he 4oesn' t buy 

one. 

0. I don'.t believe I've asked anything about 

depc.cia.tion yet. 

You asked for transportation. 

Maybe it would go a lot siapler if you just 

22 answered tbe question that I asked instead of anticipating 

23 tbe next one that I miqht ask, Mr. Taylor. 

24 Who paid for the pickup that's in existence 

25 riqht now? 
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3 
I. Uh-huh. 

;;_ :~' 

0. Bow much CU4 they ~·~~ lt? 

5 
J. I don't knoW. 

6 ~ Does this figure that you have on the pro 

I 7 forma profit and loss statement represent this actual pickup 

8 

I 9 

that you have now or one that you al'lticipate buying? 

I. One that I anticipate they'll have and use. 

I 10 0. The pickup that they ·have DOW, do you antic 

11 

I 12 alonq with the other plant and asaeta? 

I 13 A. No. 

14 

I 15 

~ It will not be contr~ted? 

A. I didn • t say it woulcl. I dOn •t know what 

I 16 they'll do. But you asked if they would, ancl I don't know 

I 
17 

18 

whether they will or not. But I know they qot to have a 

pickup, and I know they've qot to depreciate it, and I know 

I 19 it.will take $1,000 a year. 

l 
20 

21 

~ Let' a move down to "General. Bxpenses, 

Fees." Your fiqure that you calculate here is payinq six 

I 22 directors $25 a month for directors fees1 is that correct? 

I 
23 

24 

I. That's what I said. 

~ Where did you arrive at the $25 a month ~ ............... ,.,. .. 

I 25 A. Well, I arrived at it myself. 

l ~--------·------·-------------121 
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;,;~~·,·'l'.··stion waa.; .ire tiltly ·-·~iiW .·. -··· 
---·;;r:>:\ ·-

'l'be directors that we're talltinCJ about here, 

the six directors. 

Be, they're not Dl8etinq now. 

But tltey are CJOing to m.eet once a mont.~ once 

Ozark !fountain Water Company goes in operation? 

That's right. 

What are they going to do? 

A. What do directors do? 

What are they going tJa do when they 

a month? 

A. They haven • t met yet. 

But you • re going to pay 

That's ri9ht.. I.'ll writeyou after tlley ••t 
and tell you what they did. 

I believe you doubled the booldteeper • s salary 

21 f'roaa the Noveatber statelllent to the Auqust stateBM!nt and you 

22 said tbat the reason you did that--correct me if I'• wrong--

23 was because this ColiiPany is now goiag to be regulated by 

24 the Public Service Commission? 

25 I ~·t say, "They're going to be." I said, 
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Q. Can you explain to ae why regu16Uoa by the 

Public -~ice .OJ •.•.. r*saioa, if that happens. tlf.ll Coubl• tM 

coat o£ the bOo*'..,_? 
A You require so much more information tha~ a 

normal business does. 

Q. Such as? 

~ A clothing store, hardware store, lumber 

used car a9ency, trash hauler, ice cream stand. 

0. My question is: What more do we require than 

somebody else? 

~ 

What justifies a $900 increase? 

Well, first, $150 a month is a very little 

fee for anyon41 who is competent enough to keep a set .of 

books. 

0. 

~ 

0. 

What was the question that I just asked you? 

I don't remeaber. 

Well, let's try it again then. What require-

ments of the Public Service Commission led you to double 

the bookkeeper's salary from $900 to $1,800? 

A. Well, I was told that you were qoinq to 

a lot more records, monthly statements, aD4 so forth, and 

information than regular bookkeeping. 

0. Who told you that? 

A. I don't remember. 

Did this person also tell you that it was \,fUJLuu 
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I. '**· no. That pencm wasn't CJOing 

t' ean y~::\expl'ain ..... wtiat's 

catecgery, -.scellan=• · general .... nae"? 
' >··-, ·'· -

·J. 'l'ha t I S unforeseen expenses which noraali~y 

arise in aay business. '!'hat pro foxma profit ancl loss 

a~tement is nothing but an est~ of the futU. the bet''t 

j ... nt ·you can a't ~t time. AD4 lliscel.lueous general 

expense, in no simpler words could I use to tell you than 

it'a unforueen. 

0. But you said they were normal, they Ire 

untoreaeen but they're normal. 

I. What•s·normal? 

0. In your testimony .you said they were normal 

unforeaeen expenses • 

expense." 

0. The record will reflect what your testiaony 

20 was. Let's. go to the "Uncollectible• category. Why did it 

21 increase froa $576 to $600? 

22 

23 

24 

A. Bec&uae you've got more customers. 

Does that mean you have more ·uncollectibles? 

'l'be more customers you have, ·the more 

25 uncollectible& you have. If you have no customers, you don • 

~------··--------------------124 



f .. ·.e,, 

l , 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

5 

6. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

~l:iecti.bl••~ 
0. .......... ylM:tual 

~-ri~'t--? 

I ••·t:.Jdlow. 
.t<P,u picked $576 .aacl then $600 to aul:>ataa'tij 

that? 

0. You could shut off peopcle'a water, 

you, if they diu't pay thei:t bill? 

A. I'lll·not ·in that bus~•· 

fees? 

fees. 

A. You ~ ar fee? 

o. Your fee? 

a. I don • t draw a aa1~;" Yea, it wul.d be in 

that. 

0. What fuaction do you .as a CPA prOYicle on an 

on-going basis for tbe coapany? 

A. Mone. 

0. Was the coat of constructinq all of these 

various water syste88 today expensed on the tax returns of 

the various development corporations? 
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16 

:·~· 

·at~ly·.part of * coat of tbe lot tllat'i ••··· 

t '!'bat •ana, in effect, doeell 't it, that 

coat was expensed on the tax returns? I think your ana.x-

was yea, waan' t it? 

J. Well, you see, 

land and you build the mad~~., All develapmrat expenaea are 

a4a.d to the cost. Then you take your a_..r of lots anct 

tbey're inc~ accordingly. Then wbeD you sell a lot, 

that becomes a coat of the let that's sold. 

can you answer my question yea or no? 

'Was the coat of the water system expensed oa tbe income 

tax returns. of the various developaaent corporations? 

L No, it hasn't all been expeaaed. It's all 

17 been added to the coat of the lots. A lot of these lots 

18 

19 

are sold OR a ten-year contract. 

EXAMINER LORING: Does that coat raise the 

20 tax basis? 

21 WITNESS TAYLOR: No. The cost •rely reduces 

22 tt.a profit that the corporation made. In other words, the 

23 cost of the lot--

24 

25 

BXAMINER LORII1G: Was it capitalized then? 

WITNESS TAYLOR: Yes. 
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u•• -.noR: , ~tto, it • s aqt capital 

It's o.r:4inary ~. 

D»fttfft_· . •_-.. ··•iiO.URG. • · I~--: ·ust •-· ··a~ .. ~- tlie_ • · · .. . . . .. J .. -.z....., · .. 
record. 

WITNESS TAYLOR: If you pay tsoo for a lot 

and it takes $500 to develop it, that's $1,000 in coat. 

And then if they aell the lot for $3,000, ~u•ve qot $2,000 

ordinary ino011e which is perceataged out over the period tha 

it'a paid for. 

EXAMINER LORING: Excuse me, Gary. I dic:Sn 't 

mean to interrupt you. 

MR. DUFFY: I think there•s a misstatement 

here somewhere. 

expensed, and I think he said, •Yes." And then you asJc;ed 

if it had been capitalized, and I Uink he sai4i••::;•!Yes." 

And I don't think it can be both. 

WIDESS '!'AYLOR: I never said it *'Was exp~nsed 

I don't think. We can go back and read the record si!Re you 

Mde that state.ent, because you cannot expense capital 

iteu. You have to capitalize them. 

BY Mit. DUPPY: 

0. Are they shown as a cost in developing the 

land? 

A. Sure. 

~------·~--~ft----------------- 127 
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J'U.t for the recortl, l: 

likP. tCI, I g-uess tha best description of what I want ·t:.a:~.fi1fli;:~>i~~t;>~z '' 

·to object to getting outside the issues of this case. 

stay with what I see to be the issues ofthis case, the~ 

any furtber.evidence to be taken. 

case, I doJI•t. see how it could be anything else, is whetl\&:r: 

&r not this operation, as such, is a public utility<with tti.$. 

attendant issue of tlle retc'F. 

It has been my understanding of the 

custom. of the Commission, and that's wl-~t ~~e wpuld expect 

that there be a provisional rate established~ The only .,q.EIOIJI\'i:CF.: 

for Mr. Taylor's atudy was to give you an idea of .t he 
. . 

t.houqht, based on w-.t he knows of the Company having wOrked 

for these coapaniea for years, their probable, reason~le 

op.-ating- expenses ~ld be for the next two or three years. 

Ancl, if there are collateral questions, which have nothing 

do to the issue of whether or not this is a public utility, 

I don • t think they ouqht to be resolved in this case or 

this forum. If tllere is some complaint that once it gets 

started, it won't be providing good serviCE, that's in 

24 another case, a complaint. case. If there is some contention 

25 that there is some violation of a contract, it doesn't belong 

......., _______________ 129 
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case at all; that's a court case. 

basis for a OODtinuance. I think the case ouqht 

be (lecided o# the reeord made. If Mr. Pain has evidence 

sllbws that •• operation is not & publio utility, 

that is germane. We have, with 80IIle reservations, 

that it is a public utility operation. We think it will 

a lot more satisfactorily for the public generally, for the 

Public Service Commission, and for these owners for it to be 

in one entity rathe¢ than a fragmented entity. !ut ·these 

questions ·of what is in the BUD R,eport and what is in the 

Sales Contract, 

~!F.. CRI\.JU.ES PAIN: Now, ~ur ncncr, we 

object to this. This is final argument now that he is going 

into. 

EXAMINER LORING: Let hi.ta. finish his 

statement • 

MR. COWAN: What is in the HUD Report and 

what is in the Sales Contract have nothing to do with whether 

this is a public utility operation. So, we would object to 

any further continuance. 

MR. DUFFY: ru-. Examiner, I didn't hear 

the bell, so I missed this whatever Mr. Cowan was speaking 

to. Was it to Mr. Fain's Motion for a Continuance? 

EXA~INER LORING: Well, essentially. 

MR. DUFFY: The Staff position on a 
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Suff • s case before five o.'cloclt today. 

BXAMlBR LORING: I realise that. 

MR. DUFFY: So, in that sense, the Staff 

'tfClM!ll.d support a continuance simply becauae we are not gotng 

to be able to finish the case today, reqardless of anything 

else t:Mti,Maa stated. 

BDIUNER LORING: That's what I talkecl in 

Applicant's and t:lle Staff's case. 

MR. DUFFY: I wanted to get ~ Staf~ 's 

positiOn on the record for the col'lti.nuance .. 

MR. CHARLES B. FA:tN: Mr.. Bxatainer, t~ 
response to Counsel for the water Ctapatdes' ~.tt, I thi 

I c-r;ree with Mr. Duffy that there is no way we could finish 

t.oday • So, it is qoin<.J to have to be continued. But, we 

do have a lot of evidence to put on about whether or not 

this is a p1lblic utility, which we think it iR't:, and t 

don't .know how Mr. Cowan cannot want a contimlance in this 

aa~ter ·when he has no idea of the len(Jth of our evidence or 

even what it entails. So, I don't feel his objection should 

be very well taken. 

EXAMINER LORING: , Well, the Motion for the 

131 
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Conttts114iice i;~ 'IKJrt o~ moot now anywtt¥· 

. ot• ~t -~-~ and let. 8 go back on the croaa--exaaination 
•,;,,' ... ~~'~,·~,,; ' ">',' c",':••, i~:}~'J ':, 

Jb:ic.'l'aylor. 

CJtPSS-B ... t."IO" Bl' lm. DUFFY (CON'l'INUBD): 

Q. •· Taylor, let.' o refer back aqain to 

J:xhibits 17 and 18, -- partic,.llarly the pro forma profit 

loss statement. Look at the expenses for fuel and power 

pumping -- electricity. Now, I believe you told me that ·Ehe 

$4,080 f':tgur• Wall based upon your examination of actual 

from tl\e power Ctepany, is that correct,- for one .year? 

I didn't think I said that. I thought I 

said I discussed that with Mr. Norman. I alao made a cross· 

13 section of their expenses which they had for electricity and 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

then arrived at that fiC'jlU'e. 

Q. All right. 

A. Now, whether it is sufficient or whether 

it is too much, I don't know, and I won 1t know until 

he.d experience. It was just my best judgaent. 

Do you know where the electric meters a.re 

located? 

A. No. 

0.. Do you what they meter? 

A. No, I don't know what they meter. 

Q. So, for all you know, this figure could 

represent the electric bills for all of the custo~ers in the 
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A. SUre. I don't kaow. All X know is 

0. ~· there any laradinq l!'C,h~s oa ~-·,, :A:~POir~i 

could it represent the landinq liCJhts on t. airport? 

A. I haven't been out to look at it. 

MR. DUFFY: COUld I inquire of Counsel if 

there is someone here who is J.~nowledqeabl~ as to where these 

meters are located and what the meters meter? 

M1t. COWAN: If you want to interrupt 

Mr. 'ray lor • s questioning, Mr. Norman would blow, of course .. 

MR. DUFFY: Okay. That's vllat I need to 

Jtn(;)W. 

M.lt. NORMAN: '!'hey are located at ,each well. 

Two of them are three-phas€. r:ower hookups, the one at Turkey 

TWo, and the one at Turkey One; and the one at Lakeside is a 

sinqle-phase. 

MR. OOF!'Y: Is it possible to get the 

actual electric bills for these meters? 

MR. NORMAN: It could he eaee possible, 

yes. 

, BY MR. DUF!'Y: 

0. ~I. Taylor, now, let's 1~~ under general 

expenses, offices supplies, postage, $480. Is that figured 

on the basis of monthly bills or quarterly bills? 

A. 'l'!t.a.t's based on a monthly, $40 a month. 

~------·-------------------133 
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I. ··SUre· 

o. 'ftiatwould srfl!._ift 

it? 

A. Yea, sir. 

0. Now, let's look a:~ .ia.suranoe -- wer.- .• 
~sation • How many employeea::Z~~l Ozark MoUntain ,..._ 

Company have? 

A. One. 

Q. Are you familiar with the Warbler..' s 

Compensation Statutes •• to bow many employees you have to 

have before you can come under WorkMen's Compensation? 
~" 

A. They can come under with., can•ofthey? 

0. I aa asking you. 

A. Yea, they can. 

0. If you went to ~rterly billinq, 

also cut down on the expense of your booldteepinq, wouldn't 

A. If you can hire a bookkeeper cheaper than 

that, yea. 

Q. Compared with puttinq out monthly bills, 

if you only put out quarterly billa? 

A Are you referrinq to the $900? 

Q. No, I aa referrinq to the $1800. 

A. I see. 

I am talking -~~~~~~~~~_:~~~~ 
134 
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times a year, t.bet's 1_. work, i81't't. it? 

I. W11, it i• le .. writ, but I don!t know 

can hire anyone to do it for leas tt.aa that 

amount. We will just have to wait an4 see, I know my 

bookkeepers cost .. 12 and 15 thousand dollara a year, 

tioelkeepers, not CPA's. 

~ I believe that --

1. I know I wouldn't do it for leas than 

$1.50 per month .. 

EXAMINER LORING: Excuse me. We are just 

qettinq a lot of irrelft'tlant statements. P1eaae answer the 

questions as briefly as you can. 

BY MR. DUFFY: 

0. Let·'• talk about the insurance that the 

Company has. What is the annual premium for the insurance, 

the qeneral insurance covering the property of the Company? 

A. I didn't check all of their policies. That 

was estimated as a reasonable figure. 

MR. COWAN: This COll\pany, Ozark Mountain 

Water Company, has no insurance anyway., does it? 

WITDSS TAYLOR: Ozark Mountain 1fater 

23 Company doesn't. 

24 BY MR. DUFFY: 

25 So, the $600 is an estiaate based on what 
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annual prelaiUJR wil:l w?· 

A Yea, air, for tbe --

I tlidn't hear your anawer. 

he placed at the Ozark Mountain water Company. 

BY MR. DUFFY: 

But that equipment is there right now, 

isn't it? 

A. No, sir. 

Q. '!'he system is there right n.,, isl:l't it? 

A. In the four corporations, bui:~ it is not 

in the Ozark Mountain Water Company. 

0. I .understand that. There is insarance on 

some of that equipment right now, isn't there? 

A Oh, sure. 

0. How much of the insurance paid for the 

repairs of tl:e lightning damage that you Jlleft~oned? 

A. I don't have that figure with me .. 

~ can you qive me an estimate? 

A. No, sir. 

0. Does the $1800 fiqure for repairs of 

water plant relate to the fact that liql:tning struck the 

pump twice in the last 6 years? 

A. No, sir. 
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A. General repairs 

a.ntJ ~htt·'2~1fella and so forth. 

t Ia it baaed on past aperieDCeJ 

A. Yes, sir. 

0. What has been the past experience for the 

repairs to the water pumps? 

A. Mr. Norman would be better qualified 

I obtained this information froa hi.•. 

MR.. CIIARLBS J. PAIN: 

to object to this procedure.. we allove4. Ml:. Roman to p 

•ithout cross-examination because we ware told that Roger 

would be able to cover all of these iteaa. 

MR. COWAN: Mr. Norman ia still here. 

BXMINER LORING: He is subject to recall. 

MR. CHARLES J. PAIN: We will have to 

Mr. Norman at s011l8 later tilae and ask him tbe questions on 

these if we are now goinq to refer these questions back to 

Mr. Norman. 

BY MR. DtJPFY: 

$2,802.08? 

0. Why does this Company need a profit of 

A. Why does it? 

0. Yes. 

Well I find 
137 
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*ij<aat i~ con~i~ialy costiag · ·. 

reDla~lfliiil·~·, ~J~cioata receivable are coa~-lly. 

I'., b&V. ~ ~ caa!l there as <Qey i~~~(r 
'~ - ,_ 

+oubtsc;"eoeivable, .,.. find ill ali ~~·~~ff···b ~t:''1~~ 

tiM inven~ey and the'equipment is increasiaq f~*'-~ ~~~~~~r: 
the profit that retained earnings that • are able to 

0. You •r. .talldnq, I assuae" about ~ 

. businesses that you are familiar with and not public: utili .. 

since you Mid before t:his was the first public utility --

.l, It is not the first one I worked cm "'!"-

0. I am sorry. I didn't understand your 

answer. 

A. I have been with consumers, Springfield 

City Water Company, and many uti1ities who have -- Al.l 

qrowinq pains.. They all have to have moaey. They all have 

lla~ a profit to coatinue to grow and increase your accounts 

receivable and incr.ease your equipment. 

0. If all of your expenses are covered, why 

do you need a profit? 

MR. COWAN: Now, if Your Honor, please, 

I have listened to this arquing. I am qoinq to object. 

This is merely arqwaentative.. Whether the C~"lny needs a 

protit or not is a matter of argument. 

BXAMINER LORING: I think it is qettinq a 

little far afield. So, I will sustain that objection. 
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BY MR. 

0. Let .. go back and ask JOQ about ·theae· 

UMOl:l:ectiblea apiD, .,...__ I <P aot Oertaia I lDlhratcxlf 

yow:o a-..r befc:Jrtl. In all o~·~:· .~'fd.Gna, as they 
exist DOW, are there aay UDCOllactible water accounts? 

Yes, air. 

~ How many are tbere? 

A. I'll have to CJO back and list the names, 

the amounts, and the dates if you want then. I didn •t have 

that with me. 

Q. can you qive me an eatiM.te on how many 

there are? 

A. r;,.,, air. I don't care about estimating 

about something . I don • t know. I will qo back and furnish you 

a .list of that. 

0. Does it relate in any way to the $600 

A. Yes, that would be the amount that we 

fiqure that are slow and haven • t paid and. we lose aad they 

move. That would be 

0. Do the people pay anythinq called an 

availability fee for water? 

A. I don't know. 

0. lf I own a lot in one of these subdivisions, 

what is the total amount that I currently pay for water? 

A. I don't know. 
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for runninq a wa~er 

. ··;-~~ 

once, \-~ bufld a hou'ae on it~ a!)(~: ,start us~'~ e€ea~?"''t,:: 
A. Sir, tlilat's - ... (pal,l•el. 

EXAMINER LORING: 

to that qu.estion, sir? 

WITNESS TAYLOR: No. 

9 
and I aa 90~9 --

10 EXAMINER LORING: Let's keep it brief. 

11 

~I ' ~,-fl l 

12 ~-,~~ " 

Just say I don't know. We are qettinq a lot of words in 

here that's qarbaqe. And, SOJI'\ebody is gC)illCJ to ba'\?e to r~ 

~I 13 this. Your answer is you don't know in answer to that 
~{~: .. 14 

;":1 15 

question? 

WITNESS TAYLOR: I don't Jmov. 

'I :'" ' 

16 MR. DUFFY: That 'a all I have. 

;,~;, 17 

18 
-~-" 

EXAMINER LORING: Mr. Fain. 

CROSS•BMMINATION BY MR. CHARLES J. FMH: 
f<--, 

~\· 19 0. Mr. Taylor, what interest, if any, do y()u 

~,~, 20 
"' 

21 

have in Turkey Mountain Estates? 

A. None. 

·I 22 :~., 

[ 
0. Which of these corporations 4o you have an 

I 
23 

24 

interest in? 

A. Lakeside Investment. 

I 25 Is that the only one? 
i, 

i 

r• 12 
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L Yeti, 

0. Will yeu. have aay tnt_...t aa • ~Jtl0141t&" 

ia Ozadt·. Mobtain water .ecllltpany? 

A. No, air. 

0. Except --

L Oh, that little bit, that fraction of a 

percent of Lakeside. 

~ How did you acquire an interest 

I. I bought some 0011111011 stock. 

~ What did you pay fer it? 

A. I don't remeaber •. 

0. All riqht, air. 'How .. ny Shares did you 

buy? 

I don • t remember that. 
' Where would thoae recorda be reflected? 

In my office. 

Will you furnish those to u.s as a Late 

Filed Exhibit? 

A. Yea, air. 

0. Mow, who else are. the shareholders in these 

corporations besides Mr. Leland Mitten, and Mr. Norman, and 

yourself? 

A. You mean in Lakeside? 

In Lakeside, Turkey Mountain Estates, and 

the proposed -- No, Lakeside and Turkey MoW1tlt.in Estates. 



8 ,. 
•.10 

11 

Wlald ·Mitten, 

A. I don't know. 

0. You don't know? Ia"~ you the ftCOC)untant 

for these corporations? 

That's riqht. 

You have kept the records all this time? 

ttbat's right. 

Have you done the tax work for Turkey 

12 Mountain F:state:s since it was originated? 

13 

14 

A. That's riqht, yea, si.r. 

So you are responsible and YoU &i.CJD~ the 

15 ta~ r.etnrns to the Interna~ ReVenue ServiCe? 

16 

17 

18 

19 {). 

Yes, sir. 

All riqht, sir. How about Blanche Sheafer? 

She' a the widow of Bill Shea._, • .. 

All riqht, sir. What interest does she 

28 own tn TUrkey Mountain Estates? 

21 She owns the same interest that her ·husband 

22 owns. 

23 Was her husband • s shares transferred to her 

24 or were they taken out in both thei.'!' naaes jointly? 

25 Ho. She never -- See, they don't own 

anY personally. It is owned by a corporation. S 5 G ~n.:rnnr.Mfi 

14 143 



15 

16 

21 

22 

0. Yea, sir. I81l't B1aAChe Slleafer a 

1. It 's the same thinq. 

0. -- in '!'urkey Mountain htatea? 

A. Yes. 

Did she acquire tbltt •• a reault of her 

JltttSband 's death? 

A. She acquired his stock iD S ' G. 

~ What is s & G? 

A. That • s a.not..'tter corporation. 

What ie the nature of tbat corpcM'aticm? 

That's a corporation that Mr. Gunn and 

Mr. Scheafer and Mrs. Gunn and Mrs. Scheafer own. 

0. Very well. Is that a Missouri Corporation? 

A. That's right. 

Q. Did you keep the books for it too? 

That's riqht. 

Now, tell me about the interest of J. B. 

23 in Turkdy Mountain Estates. 

24 Be owns one-fourth interest in S & G 

25 Corporation • 

._ ________________________ 143 
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'hlrkey Mountain Eatetes iasued· to J. B. Guan or to Blanclte 

Sbeafer? 

L Riqht. 

0. It is iiUIUed te S & a Corporation? 

L Riqht. 

Q. Does Leland Mitten own his stock in his 

own naae in Turkey MOuAtain Estates? 

L I don't.Jm.Ow"' 

0. Let me ask yo~: ~ keeps the minute book 
. '- .. 

and the ~cord book showing the, s}lari"a? 

L Their attorney. 

Q. Mr. Cowan? 

A. I aupPo• their attorney. I don•t know. 

A. Then, I do•'· t know. 

A No, sir. I don't know. 

Q. Who has the records 

.!\.. I don't know. 

Q. -- showin<J the minute book and the shares 

2.5 of stock'l 
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22 

;c:; ''!lt•t;c, oi··.thfl> At.t~i.··.·•• 
Who is the s.dret:ary? ao 

secretary of Turkey MOuntain estates? 

A. I be!.ieve Blanch-e $li'*~·~····~ " ' "''"" 

~ Are you a mertlber ~~'~,.the Jk)arcl of Dlrec 

o£ the '1'\u:ltey Mountain Estates? 

.L No, sir. 

o. Who are the aembers of the BaUd .of the 

Directors of Turkey Mountain Estates? 

.They are Leland Mitten, 

Sheafer, J .. B. Gunn, atd"<.Jia Morman --

A. 

Directors? 

You alf.Wldy said hila. 

There are four of thea. 

'.rhere are four ~s of tile Board of 

Riqht. 

NOt six? 

No. !'our. 

Who is the reqistered aqent of 'l'urkey 

23 Mountain Estates? 

24 

25 

17 

I don't know. 

wasn't that recently cbanqed to Mr. Leland 
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believe ycm<are correct.· 

0. .J :tiqht1 sir. Wlult ~ty does Mr. 

changed. 

0. Wba.t county does Mr. Mitten live in? 

·Wilat is his ad4reaa? 

~ Christian County. 

0. lie lives ·in Christian County 1 not Greene? 

A. ~hat's ri9ht. 

0. All riqht, sir. 'l'haak you. 

What did you pay for your shares 

A. As I said, I don't remeabere 

: .. ~ You can • t relll8lftber the maount of l'llOney 

paid? 

A. No. 

0. Dl-4: .:reu actually pay any IBOI'leY for the 

A. Sure. Absolutely. 

Q. Do you realize that I aa asltin9 you 

actua.lly :9&id money 1 or did you render services? 

A. Ho, sir. I wrote a check. I paid for ·thlBftlJ. 

Q. All ri9ht. And, you don •t recall the a.W)\Utt? 

A. No. 

Q. waa it a sizeable amount, or is it a mere 

aanifestation of your interest in the corporation? Is it a 
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"'l•t•s wi4t J:t111t trying to ···t·•~t .. · 
A. It would be somethiJl9;.;~i~·.~~ ~.fjji~i9t:•' 

Q. Well,. then, it is a *'''lltble ·~~. 

I. W811, I would think ao. 

0. I won •t argue with you about that poirt 

if it is for that amount of money. And, t:IHm, JOl! saY you 

have paid a check for those shares? 

I. Sure. 

0. All right. NOwr woul.d -t be reflec.t~ 

the llinute book of Turkey Mountain Estates, what you paid for 

those shares? 

· 1. I don • t know about tHat'.> 

Q. Would it be re~3.ected Oil Lakeaiile what· 

paid for those shares? 

A. It would be reflected in the general ledqer 

in the books of Lakeside. 

0. Do you have those books? 

Yes. 

All rig-ht. You have the bc:Joka of Lakeside 

which is in this case now seeking to acquire a share in 

Ozark Mountain Wa tar Coaapany. Do you have the books for 

Tur~ey Mountain Estates? 

A. Yes. 

~ That is, the ledgers? 

,, ........_ _____________ 147 
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14 

15 

16 

.0. "lou don • t have the minute ~. •• X 

,,:+-·f~Md. ~,. 

-.. But, I have the 1..-.J~,t, 

Q, Now, what I mt~ qettiftcJ around to is to 

«~ne what are the costs that went into theft 'Y&rioU;S 

it- ~or the w&ter Company that was put in by 'l'udtey .IU)UJi1t&JJl 

Ea•ttw~. Mow, .·~~· developed an Exhibit ba:re.aowlnq the 

. ~t'~l ~~:-or ozark Mountain W&t:ttJ:CaapaiiJ'. Will you 

.refer to Applica:Jittts BXhibit, please? 

way, sir. 

A. Yes, sir, I don't have Jrlne ~ that 

Maybe •. Cow.n can supply .~ with One. 
MR., COWAN; Dated Dec~ .~J. ... 

WIT!Q!SS 'J!AYLOR: Okay., 

11 Jft' Mlt. C~ J. PAIN: 

18 

19 

29 

21 

22 

23 

24 

25 

No, it is dated November 31, '77'l 

A. Yea. 

As I understand, Turkey Jlountain Estates 

ha•, · aecordinq to your calculations., about 74 percent of tbltt 

investment in that water Ccapany: ian' t tbat riqht? 

That's riqht. 

As compared with the other corporations? 

Yes, sir. 

&-------------------------- 148 
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peroeat •• ~n«edl 

In o .... words, .-J'Oit··· don .,/'**ve anY' blall1 

acec~M~n:t lt81U t,Juat was pal4 for. by '.1\lrk•y;. 
,. 

A Yea, I do have. 

0. WOUld that be the work ab.•t tut you gave 

us? 

A. No. 

~ May I have that work &beet? 

A. This is the one they Xeroxed for yau. 

Q. Tha~\may be the one that· I have. 

Y••• I bave that one. So that then is a breakdown of Ozark 

Mountain 1fa ter Conapany, the capital it-. t:Jlat went into it; 

is that riqht? 

A. Yea, sir. 

0. But, what I aa aakinq l'OU. is: 'fheX'e is no 

breakdown as to what was paid for by 'lurkey Mountain Estates 

and what was paid for by Lakeside except as to a pereerrt&qe'9 

A . Well, no, that's not true~ because we went 

throuqh and took the cheeks, and then we sapported the 

. checks with invoices and we addeil those up. 

Q. All riqht. Go ahead. Explain the 

procedure, because I want to hear the procedure you used. 

A My procedure was this: We were told we 
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0 We ~ill qet into that in a minute. 

L All right. And, tllea, ae)led tb8l up and 

to thia. The analysis supportiaq the worlt papers behinii 

in my office. 

0. Okay. Now, what I am asking you is: 

According to those work papers, you fOUIMI of the totil 

investment in what was going to be qiven to ourk Mot.mtatn: 

Water Company was IU.de by Turkey Mountain Estates, 74 percent 

of it? 

A.· Yes. 

~ But, you don't show IUly breakdown as to 

how that 74 percent was arrived at, do you? 

A. Well, I thouqht .it ·shOved on there. 

0. All riqht, sir. can You supply me with a 

that will 8b.ow the br~ ef the actual 

expenditures of Turkey Mountain Estates in the capital !tells 

taat is now wanting to contriJJute to Ozark Mountain water 

Ccapany? That's tile first thing I am askinq. Do you llniliell:'st:4n 

wbat I aM asking for? 

L If I understood you, 
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0 Well, the first one is walla? 

A. Yea. 

0. You have <JOt $15,486.01? 

A. Riqht. 

0. I want to know how auch of that was 

~ Turkey Mountain Estates. 

A All of it, 100 percent. 

Q. Well, you came out with a 74 percent. 

A. OVerall. 

0. But, on wells then, you. say all of that 

DlOtley was spent by Turkey Mountain Estates now? 

A. Absolutely. 

All right, sir. This may be simpler than 

I thouCJht. 

What I want now are the breakdown items. 

You have it here by wells and so on, but you must have a 

work sheet what we 

would call original cost documents, would you not? 

A. Yes. 

0. You said there were a lot you simply 

couldn't trace back, and what did you do, estimate those 

items? 

A. No, we didn't. estimate anything. We only 

took what we could find. We have a record for everything .. 
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~lD ~4''tiiM~, t~Bit',. •••:a:ea. we could find a cancel EMf child~·:. 

we cieulcla't f~1~U1 invoice to maiteh it • 

.. ~r(}~lita ~a used •J!tber­

Wtt tuniS clltk7tc.s, a~tually expezdi.~{#' ' 
'',,,': ' ' ', '> ,-'',,-' ; '-:~' 

i:mt thon old reoortl. and tbose old invoices, 7 Yea;~· ;::jo, 

soae of ···~ •. invoices 

for all of t.IIB. 

0. So, these actuallYrepresent actual 

expendi.tures sof•r aa Turlc1ty Mountain Estates is cODC:erned ;.;.._ 

I. Ricjht. 

0.. -- except for the land? 

A. Riqht. 

0.. You estimated that? 

A. Well, you are rig-ht, but, 

i.s cost in the land, plus the development. 'lhat's about 

what it was. It Jliqht be off $500. 

0. We .won't quibble about that. But, you 

won •t find any reo~ ........ 

- tbat would bear out that item.? 

.1!. No • 

Can you tell me if in any of those items, 

which repres~nt $175,713.95, there are any costs other than 

the actual costs of the JRaterials, supplies, and the labor 

for putting in a water system? In other words, are there 
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anythi1!l9of that nature? 

A. . Ro, there woul4n 't be• 

0. As I understand ~e ~yatem that you ha¥e 

aet up for booklte•pinq for Turkey Mountain Estates, it W.a 

0. And, Turkey Mowt•4D Eatans made the 

dedication .of the plat as the owner of the landr correct? 

A. Yea. 

~ So, you started out with a cost for Turkey 

Mountain Estates, what coat that Tuii(ey Mountain Est§;t~IS 

for the landr is that cot"J;410t? 

A. Right. 

0. And, that will be reflected in your book? 

A tight. 

0. Now, then, when there was an expenditure 

.a4e, I suppose annually, you totaled up the total aaount and 

divided it by the number of lots to get a pro rata share for 

tax purposes, pro rata share of the cost for each lot? 

A. No; we did that monthly. 

0. Monthly? Okay. Very good. All right. 

Now, was there any land that Turkey Mountain Estates had thl\t 
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~ And the golf course! 

I. Sir? 

~ And the golf cour.-? 

I. And the golf ccurae. 

~ And the airstrip? 

I. And the air..Uip. 

~ aow did you prorate those coats aaong·~ 
, ·: ~ 

the lot owners? 

A. Took what t:hoae lot costs were and pulled 

~ In other words, let's say wllen a buyer 

cae. alonq and bought the lot, you have prorated as a part of 

the coat of that lot not only any costa then in. the water 

system, but also in the development of the golf course and 

the airstrip? 

A. The golf course and the airstrip are not 

in the cost of the lots. 

0. I thought you told me a aoaent ago it was, 

but evidently now you say it isn'tr is that right? 

Maybe I didn • t understand you. If you 

2S say it --
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~iterad.tt!M ~t were ~",~pro .. 

p\ij; aDythinq aqainst the lots 

land ~·~ was :~~_,lf course or ~be airstrip? 

1L No. 

0.· You say no? 

A. If I understand the way you are puttinq 

to me, I understand it protiably different than you do, --

Then, you just eqlain in your on wod1J 

1fhat you did. 

A. We took the number of lots that the gq~f 

course and ~ •irstrip and so forth covered and pulled' tbi\t 

out of our cost (i)f lots for sale, and it sets over on our 

books as a separate asset. 

DO·. you mean that there were certain lots 

platted and de4.teated but t~aese were then set aside. that is, 

for the airstrip··llftc'l the qolf course, or was this just a >Pl6t 

of land that happened t.o be the airstrip and the qolf course? 

How did you determine What lots fell in the 

airstrip and the golf course? 

I would have to go back to ay detailed 

23 records, which was 80IR8 10 years ago, to see exactly how 

24 we detendned it, to see my adjusting journal entries and 

25 ay ledqer. But, the Country Club, the qolf course, th&t is a 1 
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" .. 
tJie balaaee sheet, aM· J.t ,ia "ftal*'\'ll 

"• 

outi'< of the --

t -'~1 right. Based upon your answer, theft 

·J!C:JU ._.t have .a s...-nte ledqer sheet for.tbe costs that 

·· W.at into conet:rtiction of the qolf course, the clubbouse, 

the swimminq pool, and the airstripr 

~ That's right. 

0. -- is that correct? 

~ Absolutely, and recently, if I may add, 

they aspbalted where the hangar is built, and they decided 

not to builq a ha!lCJar. So, that is picked up as a separl\te 

asset on the balance sheet. 

0. Okay. So, actually, then, wher. you talk 

about the costs of the development, we are talkinq about the 

survey, --

A. Right. 

0. -- the original cost of the land, --

A. Riqbt .. 

0. -- the laying out of the roads, --

A. Right. 

0. -- and the putting in of the water system? 

A. Right. 

0. Those are the items that went into the 

costs of each lot? 

~ Right, and any other capital iter.s that 
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0. What other itellls would .there JMi! 

A. I said if there -.re any. 

l ·You kept the bookar ri1jllt? 

A. Yes, sir, but I don • t put eVerything 

I don • t enter everything with a big fund • We would have to 

qo to the books to find tlaa t. 

0. Well, if there were any other costs. than 

this, it would be reflected on the books, suc:h a·a your 

iaeorporation fees and that sort of thiD9? 

1. That • a right. Engin.eering feee. 

Q. Engineering. This aiqht be broken down 

on each lot1 right? 

A. They might have gone back and qot more 

and added on, thinqs like that, you know. 

0. Now, we come to the point where you have 

thinq developed, and you have lots for sale? 

A. That's right. 

Q. You have advertising costs, you have mai 

costs, all of ~ sort of costs that go into the sale of 

land, right? 

A. Well, that' s under the sales • Tba t doesn't 

become part of the cost of the lot. 

0. Then, that was not put on and prorated 

the lots, those lots? 
._ ___________________________ 157 
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0. Okay. Wow, when ,the buyer came along ancl 

an...-red the ada, or 'tf!atiever, and a~ aam· to,pur~·· 
a lot, they W.e glven a fiqure tflat: repheeatecl:.tllde t•jtia · 

' ,,, . ' ' ' ' ' ' ~- '· ·.. ; - ., • < .• 

s 
1,~: 6 

- . 
that you and I have discussed plus a reaaonale profit, . 

whatever the corporation determined it would try to qet for 

t\ 7 
l' 
c'' 

that lotJ is that correct? 

t 
I 

9 

A. I was never there once in ay life when that 

happened. I don't know. I had nothinq to do with the sell · 

I' 10 of any of the lots. 

11 

I 12 

so you don • t know how the prices were set? 0. 

A. No, sir. 

I 13 0. Who would be the person that would have set 

I 
14 

15 

the prices? 

A. The Board of Directors. 

I 16 0. The Board of Directors? 

I 
17 

18 

A. 

0. 

That would be about right, and the salesman 

The salesman wouldn't set the price on the 

I 19 lot, would he? 

I 
20 

21 

1\ .. 

0. 

:::£ he didn't, the Board of Directors --

Unless --

I 22 A. qive htm certain leeway. 

I 
23 

24 

0. In other words, you and I know that some of 

th:.s iE: what the traffic will bear. So, that's why, in many 

I 25 instances, I see different prices on these lots: isn't that 

I 
30 
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A. Db-huh. 

0. ._, wbat r would like to blow is: 

-:in your··~ the. costs iacurrecl .ia ·the c:apj.tal 

it..- you and I haye diacuased for Turkey Mollatain Bata~'/ . 

NO. 1? 

A. Costs for what? 

0. The costs on those lots that we have j\lSt 

been·· diacuaaillCJ. You have Turkey Mountain Eatates No.· 

Tur~ llbuntain Batates No. 2 that were covered by 'l'ttrkey 

Mountain Esta~? 

A. That dates back over 10 yeU8 .. 

I understand that. But, What r am askiA9 

you ia .Whethm:. ·9r ·not you can break out ~- costs, that 

you aad I have 4i~•S411d here today, for Turkey Mountain 

Batatea Bo. l separate erom and apart frcmt Turkey Mountain 

Estates Mo. 2 or the total which you have given us in your 

work sheet? 

I don't know. 

0. You don • t know? 

1: don't know. 

Well, it inevitably leads to that question. 

22 Have you made out the income tax returns for 'l'urkey Mountain 

23 Estates all of those years? 

24 

25 

That's right. 

Do you have copies 

159 
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I 25 

I 

0. -- of the incoae tax retWM --t .-., •M'It\ 

L Y._, si;r. 

0. And, the inc:oae tax returu would rdlect: 

the aalea that were Dade each year, woulc~ they not? 

A. Yes, sir. 

0. And, it would reflect the costs tbat went 

into the development of the lots as well as what you and I 

call no:mal operatinq costs that we have diiiCU8aed? 

L That's right. 

0. And, that would be shown separately on the 

income tax returns? 

L That•s right. 

0. A11 ,ri.qbt, sir. 

returns were taken and the lots were sbow.D just for Turkey 

Mountain Estates No. 1, we could get the fiCJUre that I Ul 

aeekinq, could we not? 

A. As far as the income tax, it doesn't sbow 

that as Turkey Mountain 1, and Turkey Mountain 2, not in 

that category. 

0. You would have to show a report of gross 

income for the year, woul4 you not? 

~ That's right. 

0. Then, you would have a uork sheet as to 

hoW you arrived at the gross income; right? 

111-.---------·-•"' a • 160 ..,._.....,.....,.._..,.........__......., _____ -l 
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•t•s riqlit. 

All right, air. that's vbat I a11t>sitt4~! 
If your attorney conaants, can you furnish us with copies 

of tho8e work sheets, and the incc.e tax returas that will 

show the costa tbat went into 'J.'urkey Moutain Batates 

Subdivision *• .. 1? · 

A. We are not interested in No. 2. 

Q. I aa asking you about Ro. 1. 

A. · I can't answer that, I don't know. 

Q. .· •• said that you had the records. I alil 

asking y6u1 if your attorney concurs in Ill' request, can you 

furnish ua copies of those? 

1. Of what? The tax returna? 

0. 'rhe incaae tax returns aDd the work sheets 

tba:t you and I ha.e just discussed on which you based your 

gross income, that is, the sale of the lot:a. 

A. Well, if our attorney ordered me to and 

the court ordered me to, --

0. Well, now, wait a lllinute. I am not askinq 

you to -.Jte a judgaent about the legality of my r-cuea. Wha 

I Ul tryinq to fiad out is if you have those recorda and if 

they are available and they are in your possession. I am 

Uil 
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14 

15 

16 

17 

18 

19 

20 

··~';;:-~~ aa.tltMJ&l ~4mdMtiOD··Jt7····.-. .._,.sat re91a.t:·. 

DO you UD4erstaa4 the difference? I thi.Dk tlaat'a a.bout what 

· ~ ...... ,.,._. 9et1:in9 around: to qivinq lie. Wllat I .. tryi_, to 

ib.J oat is Whether theae. records •iat~ .._. _. I UDEJeJc-st:al1ld~ 

dley are in your banc!a. • I riqht or wroaf? 

a. All of 'the journals~ all of the ledqers, 

anll all et the tax returns are in ay poa-sion --

All rig'ht, sir. 

-- of all of the corporations. 

Now, I want to be sure. I don •t want 

you in an unfair position. I want tobe .-ethat you under­

stand what my request is. I aa askinq l'O'l if, baaed upon 

showinq qroas incOIIle for each year, you can •llPP 

ae with the lots that were sold, as to wlat they were sold 

and what tbe capital e~ it-. were f:Jaat veJ:e chargea up 

aqainat them, as you aDd I have just discuSSed. 

A. That detailed inforaation would be in the 

individual records at the bookkeeper at Shell ttaeb. 'rhe 

nuaber of lots they sold each month and the amount they 

recei¥ed · come to us and the payments by t:he YJtrious years and 

.f 

21 all of that. But, the detailed part is done at Shell Knob. 

22 

23 

24 

25 

All riqht. We are makillq proqresa. In 

other words, you don •t have the work sheets as to how you 

arrived at the gross income when you made out the tax returns 

Certainly, I have qot that. You couldn't ke 
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dlllttlUlllt·,~ _.._, 1-t Vi~. 

8M.Mibt you ai• •t .the7. suppli~ ·· ~· 
~ ' '~ ' ' ' -i• •••... f. •. j,.,~,:~ ~· ~)dowa? 
&.. '!'hey c!on't break it dOWn· ~or .. as to whA+-1h•l~. 

it over in No. 2, or No. 1. 

0. When you put the gross i~ for incolle 

·····.••'\ax purposes, you don't know ~r it came from Turkey 

KOuntain Enat.es No. 2 or Turkey Mountain · Estaas No. 1? 

A. I am not sure • 

EXAM:ttGlt LOIUNG: What was your answer? 

WITNESS TAYLOR: Sir? 

MR. CHAR.LIS J _ FAIN: He said he is not 

WI'rNESS TAYLOR: I l1lll not sm.~ abOut that.. 

't 40 that detail work ayself in the office, and I would 

CIIARLBS J. ·· I'AIN: 

0. All riqht.. '!'hen, if I c!o request those, 

determine if you have that inf01:111atior:, and, if you 
·. 

you aake it available to,us,in the event that your 

in the request? 

MR. COWAN: Wel!, Mr. Pain, I think we 

this clarified. Those are not the attorney•s 

ae are the client • s records. If there is legal 
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tO 

11 

12 

Jlake up 

!Mt, I fai,l ._, aee tbe relevaaoe ~ it.. Aa I. 

·~. NCO. tlley haft an atnt1.y p ~-nt( 

<in l()ta~ ald tl*it as t.o any inclivict~l lc*, ··!IE'. ftf'lor 

couldn't tell y0u any apa what is invested in an individual 

lot than I can. Is that c:orrec:t, Mr. Taylor? 

WIIJ.'MBSS TAYLOR: I think that's genera~ly 

'true. 

MR. CHARLJ:S J. FAith I think that's riqht, 

althouqh he was leadinq me astray that he did have thelll, : 

but I have discovered that he doesn't have th-. 
MR. COWAN: Go ahead vi th your questions. 

13 I have a question of Mr. Taylor later. But I don't see 

14 the relevance of it. 

15 MR. CHARLES J. FADh You can make your 

!6 objections. Go ahead and aake theta. 

17 EXAMINER LORING: Wt! don't M.ve any r.eqt.!e 

18 for anythinq yet. Let•s qo on with the croas-eata~BiJWt*-n· 

19 MR. CHARLES J. FAIB: I want to find out 

20 where they are, Ya\tt BOJ!ler, before I .-.Jte the ··request. 

21 BY CHARLES J. FAIR: 

22 Okay. But, you have a portion of the 

23 records, that is, the incoae tax returns and the work sheets, 

24 that would show the qrou inc:ome and expensres upon which 

25 you based your income tax returns for Turkey Mountain Estatea 
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31 

14 

15 

16 

.. Right. 

C). l'his would be for aJ,l of ·tile. ,ea,Z'S 

iracorpo¥a~ed .nd beqan to sell lots up·:·to &e ~ea41!tnt: .• 

up to ~It~~? 

L That's right. 

g. Now, who would be the indivcidual, 

knowledge, who keeps the records for !'urkey Mountain Bsta£W! · 

Corporation? Who would be the individual that supplied you 

with tJlt)ae ~.Jacome figures? Do I make ~·se1f clear to 

you? I think ·you can think that throuc.Jh pre~y. easily. 

A. Betty, the bookkeeper at Sllel.l Itnob. 

~ What is her name? 

Betty something. 

I am sorry. That won •t help - !IDlch. 

Mr. Norlllln, can yo1l 8Upply that? 

17 MR. NORMAN: Betty Butcbiaon. 

18 MR. CDRLBS J. FAith Om you give me tthe 

19• spelling', H-u-t.,.c-h-i-n-s-o-n? 

20 

21 

22 

23 

24 

25 

MR. HORMAN: i-s-o-n. 

BY MR. CHARLBS J. PAIN: 

0. And, what is her mailing address, please, 

Shell Knob? Is she a resident of Barry COunty? 

Uh-huh. 

MR. CHARL:SS J. FAIN: All right. So~~' I 
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12 
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18 

19 

20 

21 

22 

23 

24 

25 

Your Honor, I request t~Mtt tbis w1 taeaa, 

who is the acoouatinq wi. tnesa, and who was referred to as -· .. ·-

able, and that he 4eveloped all of these fi9U'es upon Wbitlll 

they be_. their ~pital costs in the Exhibit, Bxbibit 17, 

he was r~eaentad as being the •n who developed these 

or tha~ they were developed under his supervision. So, I am 

· aow aaJtinq that he Dla.ke available to us the ~ederal ineoae 

tax records o~ Turkey MoUDtain Estates, Incorporated for the 

years 1967 throuqh 1977 9 plus the wadt sheets sbowinq a 

breakdown of the qross income and the expenses for each of 

those years, those items being tendered to him by Miss 

Betty Hutchison of SMll Kr:ob1 !-41asouri. 

record. 

ElCMINER LORING: Let•s 9'0 off the record. 

(DiScussion off the record.) 

BXAMINBR LOllntG: Let •a go back on the 

Mll. CMIU..ES J. FAIN: Your Honor, I renew 

m.y request of this witness for the records that I have 

requested 1 and I will also be sseking by tbe proper 

procec!ttru the acWLtional inforDa tion which I will need 

from Miss Betty Hutchison in this matter. We can incur a lot 

of delay 1 but I think Mr. Taylor has been very frank and 

candid and helpful in statinq where these records are so that 

it is narrowed down to two people. So 1 I would request they 

he m«.de available by Mr. Taylor, and I Ul going to ask the 
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-';t~~nt ~~ ~tr t1f~~10~·, the ~ofteeper, 
•tchi80A, 811 JBake the info1:11ation avai~le to ae for 

)~ ef t!IDCe yea~• on what iteii.S .._.. QP S. .._ in~. 

for TurJtey "'-UJ;n.•~~atata, Inc., the AppUC:aat in•iitj . ~ -. -· . ~ ·--~-~~s~-~ 

--~ . fa, that is ay req1Mtat, and I ask for a ruliaq froj 

the chair. 

EXAMDtER LOJUNO: I don't see there is 

anythift9 for me to rule right now for this raqoest. This is 

a request for voluntary coapliance, as I see it. 

MR. COWAlh We can't qive hila an answer. 

I don't know what he is aldtinq for. I couldn't say yes or 

BD.MD1BR LORING: This requeat is in the 

record, and the COJadsaion can take it up. 

MR. CHARLES J. FAIN: Well, Your Honor, 

if they wanted to cooperate, they could supply these. If 

they don't, I will have to qo the subpoena route. But 

I was hopeful that we could expedite the .attar. If they are 

D()t willin9 to make theae available on this sort of a request 

I would like to know, because I don • t want to waste a lot of 

20 time. I ~1 get tba88 aubpcenas issued, ana we will go 

21 

22 

23 

24 

25 

I will be happ}· to put BY request in 

writd.ng, but, eventually, they will either bave to say yes or 

no or aaybe. 

Mit. COWAN: May I make this suqqeation on 
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12 
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25 

tcJ;~UJaeb. ~tib9 I Iaven 't seen. 
MR. CJIARLBS J. PAINt 

I WO\tlan't expect hila as an attorney to promise to do that:. 
-co; 

Tbat: is reaaonable, Your Honor, and on the record, we 

that we will make such a !oau.l request of Nr. Cowan, ana~< 

we will. send a copy ef. it to the ccaaission for the COIJU!liDD.IIi.UU 

rcorda. 

EXAMINER LORING: Very good. Let's qo ot£ 

the record once AOre. 

(Discussion off the record.) 

BXA.~INER LORING: Let's qo back on the 

record. 

The hearinq will be in recess, and be 

adjourned to a date to be fixed by the Oca'iaaion. 

WHEREUPON, the hearing in this matter 

wae continued to a date to be fixed by the Coamission w.i th 

notice to all parties .. 

* * * * * * * 
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by Mr. Cowan 
Oa•••~---'IJ.c•n by Hr. Duffy 
(:r0jij.-liitll •• 1btc• by Mr. Charles B. Fain 
.-.~,_._. c.••Jbcaaiaation by Mr. Duffy 

eroaa----iaation by Mr. Char1ea B. 
bY ... iner Loring 

R1114fti•tf• .._inti on by Mr. Cowan 

·ROGBR H. DYLoR 
Direct ·Bxaaina~on by Hr. Cowan 

croea-~1-.ttim by *· Duffy 
croa••Ballmill'ation by Mr. Charles J. Fain 
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