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 1 P R O C E E D I N G 

 2 CHAIRMAN IGNATIUS:  I'd like to reopen

 3 the record in Lakes Region Water Company Docket D W 10-141,

 4 which is a consolidated hearing on a number of ca ses; DW

 5 07-105, DW 10-043, and DW 11-021, as well as 10-1 41.

 6 We're in our second day of hearings.  And, let's start

 7 with appearances, and then see what other procedu ral

 8 matters need to be dealt with before we go back t o

 9 testimony.  Mr. Richardson.  

10 MR. RICHARDSON:  Good morning,

11 Commissioners.  Justin Richardson, from Upton & H atfield,

12 here on behalf of Lakes Region Water Company.  Wi th me

13 here at counsel table, I have Thomas Mason and No rman

14 Roberge, the Company's accountant.  Also, behind me, I

15 have Steve Scott, who is with the Company, and Ja son --

16 I'm drawing a blank right now.

17 MR. DAWSON:  Jake Dawson.  

18 MR. RICHARDSON:  Jake Dawson, excuse me.

19 CHAIRMAN IGNATIUS:  Good morning.  

20 MR. PATCH:  Good morning.  Doug Patch,

21 from Orr & Reno, on behalf of the Property Owners

22 Association at Suissevale, Inc.  And, with me at the table

23 is John Skelton, the president of the Association .

24 CHAIRMAN IGNATIUS:  Good morning.

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



     6

 1 MS. HOLLENBERG:  Good morning,

 2 Commissioners.  My name is Rorie Hollenberg.  I'm  here on

 3 behalf of the Office of Consumer Advocate.  And, with me

 4 today is Stephen Eckberg and Donna McFarland.

 5 CHAIRMAN IGNATIUS:  Good morning.

 6 MS. THUNBERG:  Good morning, Chairman

 7 Ignatius, Commissioners Scott and Harrington.  My  name is

 8 Marcia Thunberg, and I'm representing Advocate St aff, Mark

 9 Naylor.

10 MR. SPEIDEL:  Good morning,

11 Commissioners.  I'm Alexander Speidel.  I'm repre senting

12 Staff.  I have with me Jayson Laflamme, also Doug  Brogan,

13 and Jim Lenihan, of the Gas & Water Division.  Th ank you.

14 CHAIRMAN IGNATIUS:  Good morning,

15 everyone.  I know, for starters, that there is th e pending

16 matter of the motion in limine filed by the OCA and

17 Suissevale last week, and an objection received f rom Mr.

18 Richardson, as we had requested at the last heari ng.  If

19 there's anything, we've all had a chance to revie w the

20 objection and are prepared to rule on it, on the motion,

21 but wanted to know if there is anything further t hat the

22 moving parties wanted to speak to in response to the

23 objection?  Nothing, Mr. Patch.  Ms. Hollenberg, anything

24 else?
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 1 MS. HOLLENBERG:  No thank you.

 2 CHAIRMAN IGNATIUS:  All right.  We have

 3 discussed it, after going through the motion and the

 4 objection, and we will make the following rulings , and

 5 these will all be ultimately recorded in an order , but

 6 should be relied on today:

 7 On the issue of the START mechanism, I

 8 think as we said at the last session, we believe that to

 9 get into the START mechanism, how it would work, and how

10 it might be applied over time, is new evidence, n ot

11 appropriate rebuttal, and not something to be tak en up in

12 this case.  However, we accept that the idea of t he START

13 mechanism is an example of the Company making an effort to

14 look for mechanisms for its financial circumstanc es.  And,

15 as I said the other day, we accept it as that.  W e

16 acknowledge that, that it's an effort.  And, if i t's

17 something that the Company and the parties want t o

18 continue to work on, for some future examination,  it's

19 welcomed to do so.  But, to explore it further in  this

20 docket I don't think is appropriate, and would le ad to no

21 finding, because it's not noticed, it's not an is sue

22 before us, it's not been discovered.  So, I think  it's, as

23 an example of some efforts the Company has made, we will

24 accept that, note that in the record, but not go further
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 1 than that.

 2 On the issue of the return on equity

 3 proposed by Mr. Montville and endorsed by Mr. St.  Cyr

 4 that's different than the return on equity propos ed by Mr.

 5 St. Cyr in his direct testimony, we will not stri ke that

 6 evidence, but we will give it the weight that we think

 7 due, given the comments of Mr. Montville on the s tand that

 8 he is not a return on equity expert, he wasn't at tempting

 9 to do the kind of analysis that one generally see s with

10 those kinds of cases.  He didn't do a discounted cash flow

11 analysis.  He was simply doing the math of what h e felt

12 was needed for the Company, and one mechanism wou ld be to

13 set the return at the level that he said.  And, s o, with

14 that as an explanation of what the testimony was,  we will

15 not strike the evidence, but give it the weight t hat we

16 think it's due.

17 On the question of whether Mr. Montville

18 himself is qualified as an expert to testify, he' s

19 acknowledged he's not a cost of equity expert, an d didn't

20 hold himself out to be so, and that goes back to my second

21 issue.  As to whether he's qualified to speak as a

22 financial analyst for the Company and its efforts  to

23 improve its financial standing, we will deny the OCA's

24 objection to that, and find that he has the finan cial
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 1 qualifications to be able to be speaking to ways to get

 2 the Company on a sound footing.

 3 And, finally, on the issue of whether

 4 there should be testimony on the financial and ma nagerial

 5 expertise and status of the Company, and its stat us as to

 6 letters of deficiency or other problems, we think  that is

 7 appropriate rebuttal to issues that were raised b y

 8 witnesses in this case, and particularly issues t hat were

 9 noticed in the 07-105 docket.  And, so, -- which is

10 consolidated into this.  So, we will allow that e vidence

11 as appropriate rebuttal.

12 So, with that, unless there are any

13 questions, are we prepared to go back to Mr. Maso n on the

14 stand?

15 MR. RICHARDSON:  Yes.

16 MS. THUNBERG:  Yes.  Staff is.

17 CHAIRMAN IGNATIUS:  All right.  Thank

18 you.  Then, Mr. Mason.  And, Mr. Mason, you remai n under

19 oath from the other day.

20 MR. MASON:  Okay.

21 (Whereupon Thomas A. Mason was recalled 

22 to the stand, having been previously 

23 sworn.) 

24 CHAIRMAN IGNATIUS:  Have a seat and get
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 1 settled.  And, are we still, I confess, I didn't look

 2 back, are we still --

 3 MS. THUNBERG:  Chairman Ignatius, Staff

 4 had started its cross, and was expecting to pick up with

 5 its cross.  I think that's where we left off.

 6 CHAIRMAN IGNATIUS:  Thank you for the

 7 help.  So, the Staff Advocate examination is wher e we are

 8 now, yes?

 9 MS. THUNBERG:  Yes, Staff Advocate.

10 Thank you.

11 CHAIRMAN IGNATIUS:  Thank you.

12 MS. THUNBERG:  Good morning, Mr. Mason.

13 WITNESS MASON:  Good morning.

14 THOMAS A. MASON, PREVIOUSLY SWORN 

15 CROSS-EXAMINATION (Resumed) 

16 BY MS. THUNBERG: 

17 Q. Do you have a copy of the DW 07-105 Settlement

18 Agreement in front of you?

19 A. I do not.

20 CMSR. HARRINGTON:  Could you give us the

21 date of the Settlement Agreement, so we could try  to look

22 it up?

23 MS. THUNBERG:  Yes.  This is a document

24 dated "October 10th, 2007", was marked in DW 07-1 05 as

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
    11

 1 "Exhibit 1".

 2 CMSR. HARRINGTON:  Is it also LRW

 3 Exhibit 12 in this case?  

 4 MR. RICHARDSON:  Yes.  And, I just --

 5 one point of clarification.  I have the document dated

 6 "May 7th, 2008".  I think the October date is the  date of

 7 the Commission order approving it, which is LRW

 8 Exhibit 13.

 9 MS. THUNBERG:  Thank you for that

10 clarification, Attorney Richardson.  I was mistak en when I

11 quoted the October date.

12 (Atty. Richardson handing document to 

13 Witness Mason.) 

14 WITNESS MASON:  Thank you.

15 MS. THUNBERG:  Commissioner Harrington,

16 I don't know if we got back to your question of w hether

17 this is -- the Settlement Agreement that I'm refe rring to

18 is also LRW Exhibit 12?  That is correct.

19 CMSR. HARRINGTON:  That's what you're

20 saying, it is, correct?  

21 MS. THUNBERG:  It is.  Yes.  

22 CMSR. HARRINGTON:  Okay.  Thank you.

23 That's what I thought.

24 BY MS. THUNBERG: 
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 1 Q. Okay.  Mr. Mason, I'd like to have you turn you r

 2 attention to Page 2 please of that 07-105 Settlem ent

 3 Agreement.  And, I have a few questions regarding  the

 4 "Financing and Step Adjustment Filing" paragraph.

 5 A. Okay.

 6 Q. Now, fourth sentence down has a statement "fili ng --

 7 "the filing will review the Company's proposed ca pital

 8 structure, and a review of the ongoing access to

 9 capital."  Now, is it your understanding that the se

10 issues were dealt with in Docket 08-070, the step

11 adjustment filing that Lakes Region made?

12 A. Yes.

13 Q. Okay.  So, I guess, in follow-up, in compliance  with

14 this paragraph, 08 -- or, Docket DW 08-070 is the

15 docket that would satisfy the requirement of this

16 paragraph.  You agree with that?

17 A. Yes.

18 MS. THUNBERG:  Chairman Ignatius, I'd

19 like to mark for identification a Stipulation Agr eement

20 that was entered in Docket DW 08-070.  I don't be lieve it

21 has been previously marked.  In Docket 08-070, it  was

22 Exhibit Number 2.

23 CMSR. HARRINGTON:  Excuse me.  Is it

24 08-07?  08-70?
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 1 MS. THUNBERG:  08-070.

 2 CHAIRMAN IGNATIUS:  Is there any

 3 objection to that being marked for identification ?  Can

 4 you give one to Mr. Richardson?

 5 MR. RICHARDSON:  No objection to marking

 6 it.

 7 CHAIRMAN IGNATIUS:  So, are we following

 8 the Staff Advocate, separate -- I think we're doi ng that

 9 for exhibits, aren't we, by parties?

10 MS. HOWARD-PIKE:  That's correct.  It

11 would be "Staff Advocate 2".

12 (The document, as described, was 

13 herewith marked as Exhibit Staff 

14 Advocate 2 for identification.) 

15 MS. THUNBERG:  My only comment, having

16 pulled the exhibit description, where we have a

17 description called "Settlement Agreement", it wou ld be

18 helpful if it was described more fully as to what

19 settlement agreement it was.  I'm just looking at  Exhibit

20 LRW 12, it says "Settlement Agreement".  I couldn 't tell

21 from the exhibit list what it was.  And, so, --

22 CHAIRMAN IGNATIUS:  So, what are you

23 asking?

24 MS. THUNBERG:  I'm asking the Clerk to
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 1 be more descriptive in the exhibit description.  Thank

 2 you.  

 3 MS. HOLLENBERG:  Excuse me, may I ask a

 4 question to clarify?

 5 CHAIRMAN IGNATIUS:  Uh-huh.

 6 MS. HOLLENBERG:  What settlement

 7 agreement is it?  Are there more than one in that  docket?

 8 And, what's date?  I just missed it.  I'm sorry.

 9 MR. PATCH:  I have extra copies for the

10 other parties.

11 CHAIRMAN IGNATIUS:  Yes, I think we're

12 talking about two things.  Exhibit 12, the Compan y's

13 Exhibit 12 on this Exhibit List, which I don't th ink the

14 Clerk prepared, I think this was from the Company , but

15 correct me if I'm wrong, says "Settlement Agreeme nt", and

16 your request is that it be a more detailed title.   So, if

17 there's multiple settlement agreements, at a glan ce you

18 can tell which is which.  That's fine.

19 MS. HOLLENBERG:  Actually, I understood

20 that Staff counsel was going to ask a question ab out LRW

21 Exhibit 12.  I thought she just introduced an exh ibit for

22 identification related to DW 08-070.  And, my

23 understanding is that there were multiple phases of that

24 docket.  I didn't participate, but I just wanted to
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 1 clarify what phase the Settlement Agreement relat ed to,

 2 because I might not have heard it.  That's all.

 3 CHAIRMAN IGNATIUS:  Exactly.  And, I

 4 think we're trying to get to that.  So, if, on th e Exhibit

 5 List, at a break, if the parties can agree on mor e

 6 detailed headings, that's fine with us, but we wo n't take

 7 time to do that right now.  And, then, secondly, on this

 8 new Staff Advocate 2, is a "Stipulation Agreement ", not a

 9 "Settlement Agreement".  And, if that's what you' re asking

10 for further explanation of what phase of that oth er docket

11 it dealt with, that's, again, --

12 MS. HOLLENBERG:  What date is it?  I'm

13 sorry.

14 CHAIRMAN IGNATIUS:  -- we'll try to make

15 clear, and on headings in the Exhibit List, anyth ing you

16 can that would clarify that.

17 MS. HOLLENBERG:  Excuse me.  I just

18 don't know what date it is.  I don't have a copy of the

19 document in front of me.  So, I don't know what d ocument

20 you're talking about.

21 MS. THUNBERG:  There has been a request

22 for additional copies.  I have exhausted my copie s.  So, I

23 am going to be as descriptive as possible in the record,

24 so that parties can follow along.  Many parties h ere have
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 1 already participated in the step adjustment docke t.  The

 2 Stipulation Agreement that we are discussing, tha t was

 3 filed in response to the Settlement Agreement in the

 4 receivership docket, which was 07-105, that Stipu lation

 5 Agreement is dated "September 25th, 2008".  

 6 And, by way of further clarification,

 7 the gist of my questioning from 07-105 Settlement

 8 Agreement was to establish that the 08-070 docket  was a

 9 compliance, in satisfaction of the requirement of

10 Paragraph A.  I think we've established that.  I don't

11 know if that helps?

12 MS. HOLLENBERG:  I was asking about the

13 DW 08-070 Settlement Agreement.  Was there an exh ibit

14 you're introducing about that?  That's the one I was

15 asking about.  I'm sorry.

16 MS. THUNBERG:  It's just been marked as

17 "Staff Advocate 2".

18 MS. HOLLENBERG:  But what document?

19 What was the date of the document?  I don't know what

20 document you're referring to, because I don't hav e a copy

21 of it.  That's all.

22 MS. THUNBERG:  September 25th, 2008,

23 Stipulation Agreement in DW 08-070.

24 MS. HOLLENBERG:  Okay.  Thank you.
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 1 MS. THUNBERG:  Mr. Mason, did I give you

 2 a copy of this?

 3 WITNESS MASON:  No.  I was going to ask

 4 you.

 5 MR. RICHARDSON:  May I approach the

 6 witness?  Because I only have one copy, the witne ss

 7 doesn't have a copy of the Settlement Agreement.  So, I'm

 8 not going to know what he's saying about it unles s I can

 9 see the agreement.

10 CHAIRMAN IGNATIUS:  Well, I have no

11 problem with you giving the witness a copy.  Obvi ously, he

12 needs one.  If this is something, Ms. Thunberg, y ou're

13 going to be inquiring about, parties need it.  Le t's just

14 deal with it right now and go make copies, if we need to.

15 I don't know if you're asking one foundational qu estion or

16 you're going to spend a number of minutes on this ?

17 MS. THUNBERG:  I'm not spending a few --

18 a number of minutes on it.  I'm -- I have a handf ul of

19 questions.  I'd be happy at the break to make mor e copies.

20 CHAIRMAN IGNATIUS:  All right.  Please,

21 everyone.  It's not a surprise who's in the room today.

22 Make enough copies so that everybody can review t hese

23 things before going through them.

24 MR. RICHARDSON:  It's my understanding
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 1 that's what the rules for exhibits require.  So, I think

 2 that's --

 3 MS. HOLLENBERG:  I can pull it up, if

 4 you want, and if you want to come over here and s it, we

 5 can share.  

 6 MR. RICHARDSON:  Thank you.

 7 MS. HOLLENBERG:  I'm happy to.

 8 MS. THUNBERG:  All right.

 9 BY MS. THUNBERG: 

10 Q. Mr. Mason, with the 08-070 stipulation you have  in

11 front of you, are you familiar with the terms of this

12 document?

13 A. I haven't seen it in a while.

14 Q. Okay.  I'd like to draw your attention to Page 5.  And,

15 Paragraph B, "Financing Request and Cost of Capit al",

16 are you there?

17 A. Yes.

18 Q. Okay.  There is a line item, second from the bo ttom, a

19 dollar amount of "$724,430".  Do you see that?

20 A. Correct.  Yes.

21 Q. And, the gist of that sentence is that, "In lie u of a

22 loan from the Company's stockholders, Lakes Regio n

23 Water Company will now accept an equity infusion in the

24 total amount of 724,430"?
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 1 A. Yes.

 2 Q. Okay.  So, with respect to that equity infusion , was

 3 that equity infusion an effort on the Company's p art to

 4 make its capital structure more balanced?

 5 A. Yes.

 6 Q. And, capital structure was a concern in DW 07-1 05,

 7 correct?

 8 A. Yes.

 9 Q. At the time this equity infusion was made -- or ,

10 actually, when was this equity infusion made, if you

11 know?

12 A. I believe it was during, and I'm just kind of n ot

13 exactly sure, but I'm going to say it was about t he

14 time I started running the operation, which was i n

15 2007, maybe a little bit earlier.  I'm not really  sure.

16 Q. That's fair.  Do you have a recollection of wha t

17 capital assets or what -- what did this equity in fusion

18 go towards in Lakes Region Water Company?

19 A. Oh, I believe it was numerous things.  Includin g the

20 Hidden Valley project, probably.  Probably some - - I'm

21 not really sure at the time.  That was several ye ars

22 ago.  But the projects that we needed to complete .

23 Q. Did some of this equity infusion go to pay oper ating

24 expenses?
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 1 A. Oh, I'm sure it did.

 2 Q. Do you have any idea of the order of magnitude that the

 3 equity infusion would have paid for, in terms of

 4 capital improvements and operating expenses?  

 5 A. I don't.  But I can't imagine that the -- and m ost of

 6 it was capital improvements.  We were in a pretty

 7 capital improvement -- had a bunch of projects go ing

 8 on, things we needed to do at the time.  I would say

 9 most of it probably went to capital.

10 Q. Okay.  And, are you familiar that investments i n

11 capital are allowed a rate of return?

12 A. Yes.

13 Q. And, that operating expenses do not usually hav e a rate

14 of return associated with it?

15 A. Right.

16 Q. I know that you said that I'm stretching your m emory

17 with this 08-070 docket, but, to the extent you r ecall,

18 back when this equity infusion was made, what was  the

19 state of Lakes Region Water Company's access to

20 capital?

21 A. Let me think.  That was shortly after when I wa s

22 starting out.  I'm not really sure of the answer to

23 that.  I was just getting my feet wet at that poi nt.

24 Q. Okay.  I'm going to move onto a different subje ct at
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 1 this point.  Mr. Mason, with respect to the Settl ement

 2 Agreement in 07-105, back to Paragraph A, at the bottom

 3 it references the "SRF program"?

 4 A. Uh-huh.  Yes.

 5 Q. And, did Lakes Region commit to applying for SR F

 6 financing as part of the Settlement Agreement in

 7 07-105?

 8 A. Yes, we did.

 9 Q. And, subject to check, would you agree that tha t docket

10 was Docket DW 09-098?

11 A. If you say so.

12 Q. Do you recall that the financing approval was f or one

13 and a half million?

14 A. Yes.

15 Q. And, was this DW 09-098 Lakes Region's first at tempt to

16 obtain SRF financing after it agreed to in the

17 settlement agreement in the receivership docket?

18 A. I believe so.

19 Q. And, you're aware that the Commission approved the

20 financing request?

21 A. Yes, I am.

22 Q. Do you have a copy of your reply testimony with  you?

23 A. I believe I do.

24 Q. And, for the record, that reply testimony was m arked as

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
    22

 1 "LRW Exhibit 6"?

 2 A. Yes.

 3 Q. I don't know if your pages are sequentially num bered,

 4 but I'm going back to Page 32 of your testimony.

 5 A. Sure.  It says "Capital Projects".  Is that the  one?

 6 Q. Whoops.  I'm sorry.  I misspoke on the page num ber.  I

 7 want to stay in Exhibit D.

 8 A. Okay.

 9 Q. So, I guess I'm at Page 31.  Now, in this attac hment,

10 the last sentence states that "NHDES has final

11 authority on the loan request and may opt to proc eed

12 with closing, if it so chooses."  You're familiar  with

13 this document?

14 A. Yes, I am.

15 Q. And, would you agree that, at the time of this Exhibit

16 D, DES was willing to make the loan?

17 A. They were willing.  We still needed to go befor e the --

18 before the Governor's Council and basically plead  our

19 case.

20 Q. And, are you aware that G&C approval is usually

21 necessary for SRF financing?

22 A. Yes.

23 Q. So, it wasn't that Lakes Region was going befor e G&C

24 out of something extraordinary?
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 1 A. No.  It just was the next step.  Although, acco rding to

 2 DES, it was going to be a tough meeting.

 3 Q. And, do you recall that Lakes Region filed a le tter

 4 with the Commission advising the Commission that it was

 5 withdrawing its SRF request?

 6 A. Yes.

 7 MS. THUNBERG:  Actually, I'm going to

 8 mark an exhibit.  I'd like to mark this document as "Staff

 9 Advocate Exhibit 3".

10 CHAIRMAN IGNATIUS:  And, this is?

11 BY MS. THUNBERG: 

12 Q. Mr. Mason, could you identify this document for  the

13 record.

14 A. It's the letter from Steve St. Cyr withdrawing from the

15 ARRA and SRF program for that project, those proj ects.

16 CHAIRMAN IGNATIUS:  Any objection to

17 this being marked for identification?

18 MS. HOLLENBERG:  No.

19 MR. RICHARDSON:  None.

20 CHAIRMAN IGNATIUS:  So marked "Staff

21 Advocate 3".

22 (The document, as described, was 

23 herewith marked as Exhibit Staff 

24 Advocate 3 for identification.) 
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 1 BY MS. THUNBERG: 

 2 Q. And, the reason or the state -- I guess, let me  back

 3 up.  This November 12th letter from Steve St. Cyr ,

 4 you're familiar with this document?

 5 A. Yes.

 6 Q. And, when he states that "Lakes Region withdrew  its

 7 request for ARRA SRF loan", that's accurate, is t hat

 8 correct?

 9 A. Definitely.

10 Q. Now, can you please explain why the Company wit hdrew

11 its request?

12 A. Sure.  It was really simple.  What ended up hap pening

13 at the end of it, the Bank Finance Authority didn 't

14 recommend doing it from the State.  That was the first

15 problem.  The second problem was that most of the  items

16 on the list were non-revenue generating additions  that

17 were -- that all had lives of 40 to 50 years, and  the

18 majority towards the 50-year.  And, at the time, the

19 length of the note -- the longest length of the n ote

20 that you get was 20 years.  It just put us in a

21 position where we were already in a cash-negative

22 situation, and we could not generate the money to  pay

23 the note every month.  And, the stockholders were  going

24 to have to put up their personal assets against t he
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 1 note, with a guarantee that they wouldn't generat e

 2 enough money to pay the note every month.

 3 Q. So, the reason for withdrawing the request wasn 't that

 4 DES had rejected the request, correct?

 5 A. No.

 6 Q. So, DES was still willing to make the loan, but  it was

 7 the conditions that Lakes Region objected to, is that a

 8 fair characterization?  

 9 A. It was the fact that we couldn't pay it back.

10 Q. Okay.  Mr. Mason, are you familiar with the ann ual

11 reports that the Company files?

12 A. I've browsed through them.  I mean, I don't rea d them.

13 Q. Okay.  I'm going to try to simplify this and no t have a

14 whole bunch of paperwork.  Over the period of 200 8,

15 2009, and 2010, accounts payable are reported in the

16 annual reports, is that correct?

17 A. Correct.

18 Q. And, would you agree that accounts payable in 2 008 to

19 2009 time period increased?

20 A. Yes.

21 Q. And, accounts payable from 2009 to 2010 also in creased?

22 A. Yes.  Although a lot of those, the majority of those

23 are rate case related.

24 Q. Can you please explain that?
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 1 A. We spent a ton of money up, I think we're close  to

 2 $200,000 in rate case expense at this point, and a lot

 3 of that is reflected in lawyers' fees, accountant s'

 4 fees, financial people, and items like that that are

 5 reflected in the base case.  I think it's -- I be lieve

 6 it's 186,000 to date.

 7 MS. THUNBERG:  Chairman Ignatius and

 8 Commissioners Scott and Harrington, I have a seri es of

 9 questions that are excerpts of pages of the annua l

10 reports, and they're quite voluminous.  I think, for

11 efficiency, it would be better to give Mr. Mason these

12 reports that his company has filed, and just put the

13 numbers that I'm looking for, that I'm directing his

14 attention to, verbally on the record.  If there's  any

15 confusion, at the break I can make copies of thes e

16 documents.  But I'm just trying to get a accuracy  on the

17 numbers and a order of magnitude of the numbers a nd the

18 years.  And, I think these would be helpful, with  those

19 questions, to refresh his recollection for accura cy.

20 CHAIRMAN IGNATIUS:  Is there any

21 objection from other parties to that, who I take it don't

22 have the documents in front of them, correct?

23 MS. THUNBERG:  Correct.

24 CHAIRMAN IGNATIUS:  Objection from
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 1 Suissevale or OCA?

 2 MR. RICHARDSON:  I don't have any

 3 objection to him being asked questions about the reports

 4 themselves.  If we, obviously, without a copy or being

 5 able to see them here, if I have to do redirect, it's

 6 going to be difficult.  But, maybe, you know, thi s does

 7 lead to a question I haven't solved in my mind ye t, which

 8 is whether or not we would submit memoranda follo wing this

 9 hearing.  And that, certainly, I mean, if there a re

10 questions about what's in the report, we could al ways, you

11 know, seek to clarify that in the record through that type

12 of a submission.

13 CHAIRMAN IGNATIUS:  Well, let's see

14 where we go.  And, don't assume that we're submit ting

15 closings or proposed findings or anything, let's do what

16 we can in the hearing room.  If it's to merely ha ve Mr.

17 Mason read from pages of reports on file with the

18 Commission, and you're clear on where it can be f ound, I

19 guess that's okay for now.  We don't need to copy

20 thousands of pieces of paper for that.

21 MS. THUNBERG:  Okay.  Thank you.

22 BY MS. THUNBERG: 

23 Q. Mr. Mason, for the record I'd like to describe that,

24 and get your concurrence, that this is a 2008 Ann ual
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 1 Report that Lakes Region would have filed with th e

 2 Commission?  If you could look at that.

 3 A. Sure.  Yes.

 4 Q. Okay.  I'm going to leave these with you.  We'l l start

 5 with the next year, 2009.  And, I would represent  to

 6 the record that there is an original Annual Repor t and

 7 revised pages that I'm handing Mr. Mason, to just

 8 corroborate that that's what this document is?

 9 A. Yes.

10 Q. And, do you recognize this last document?

11 A. 2010 Annual Report.

12 Q. 2010 Annual Report.  Okay.  On the 2008 Annual Report,

13 if you can get that in front of you, and turn to

14 Page 17.

15 A. Yes.

16 Q. And, Line 18 shows the "Accounts Payable", is t hat

17 correct?

18 A. Yes.

19 Q. Okay.  So, for year-end 2007, accounts payable would be

20 "249,890", is that correct?

21 A. Yes.

22 Q. And that, for the current year-end balance, whi ch would

23 be 2008, it had gone down $9.00, to "249,881"?

24 A. Correct.
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 1 Q. Okay.  And, that was a misstatement that I'm tr ying to

 2 correct from my earlier questioning with you, wit h

 3 regards to accounts payable going up or down.  Ne xt,

 4 I'd like to have you turn to the 2010 Annual Repo rt,

 5 and we're going to look at the same Page 17, same  Line

 6 18, "Accounts Payable", if you can find that?

 7 A. Okay.  I'm on that line.  End-of-year balance w as

 8 "471,278".

 9 Q. And, that would be for 2010 year-end, correct?

10 A. Correct.

11 Q. Now, moving over on that Line 18, the previous year-end

12 balance, that would be 2009 year, correct?

13 A. Right.

14 Q. And, that amount is "$374,804"?

15 A. Right.

16 Q. And, that was an increase of "$96,474"?

17 A. Correct.

18 Q. Okay.  Now, do you know where the Company stand s with

19 respect to accounts payable for 2011?

20 A. As of today?  Or, -- oh, at the end of the year , I'm

21 sorry.

22 Q. I understand annual reports are filed at the en d of

23 March, is that correct?

24 A. Yes.
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 1 Q. And, I'm presuming that Lakes Region is assembl ing its

 2 documents to file its 2011 Annual Report?

 3 A. It is.

 4 Q. And, do you know at this point, understanding y ou

 5 haven't filed this annual report for 2011 yet, do  you

 6 have an understanding of where your accounts paya ble

 7 balance is after this 2010 report?

 8 A. I believe it's slightly higher than it is.  I h ad a

 9 payables list the other day, and I just don't rem ember

10 exactly what it was.  But I believe it was a litt le

11 more than 470.

12 Q. When you say "a little more", do you have an or der of

13 magnitude of --

14 A. I don't, off the top of my head.

15 Q. Fair enough.

16 A. I could probably find it, if you wanted it.

17 Q. Is Lakes Region going to be filing its 2011 Ann ual

18 Report by the March 2012 deadline?

19 A. Yes.  Yeah, I know.

20 Q. I didn't mean my expression to get on the recor d.  I'd

21 like to move beyond the annual reports and go to the

22 Final Audit Report, that I don't believe has been

23 marked as an exhibit.

24 (Atty. Thunberg distributing documents.) 
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 1 CHAIRMAN IGNATIUS:  Any objection to

 2 that being marked for identification?  

 3 (No verbal response) 

 4 CHAIRMAN IGNATIUS:  Seeing none, it's

 5 Staff Advocate 4.  

 6 MS. HOWARD-PIKE:  Yes.

 7 (The document, as described, was 

 8 herewith marked as Exhibit Staff 

 9 Advocate 4 for identification.) 

10 BY MS. THUNBERG: 

11 Q. Mr. Mason, I'd like to have you identify this d ocument

12 for the record please.

13 A. It would be the Final Audit Report, dated

14 February 15th, 2011.

15 Q. Are you familiar with this document?

16 A. Yes.

17 Q. I'd like to draw your attention to Page 7.

18 A. Okay.

19 Q. The top says "Accounts Payable"?

20 A. Yep.

21 Q. Okay.  There's a notation, third line down, tha t

22 "69.03% [of accounts payable] were aged over 90 d ays".

23 A. Yes.

24 Q. Do you agree with that?
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 1 A. Yes.  I believe it is right.

 2 Q. Can you provide the Commission with an update o n

 3 accounts payable -- well, strike that question.  Let me

 4 phrase this better.  This report, Final Audit Rep ort,

 5 was for the test year 2009, correct?

 6 A. Yes.

 7 Q. So, we just went over the Annual Report showing

 8 accounts payable having increased for 2010.  And,  I'm

 9 trying to get your sense of, knowing that the tes t year

10 had 69 percent aged over 90 days, do you have any

11 opinion on the state of aged over 90 days for the  2010

12 accounts payable balance?

13 A. I don't.  This, in reality, somebody like Steve

14 St. Cyr, that testified the other day, would have  known

15 that, probably known that number better than I do .

16 MR. RICHARDSON:  If the Commission would

17 like, the Company would be happy to provide, obvi ously,

18 it's Staff's line of questioning, but we'd be hap py to

19 provide an updated list of the accounts payable.  It

20 actually had been our intention to be prepared to  file

21 that or provide that today, if it was asked.  And ,

22 unfortunately, due to some personal illnesses bet ween last

23 Thursday and this Thursday, I missed two days of work and

24 was unable to do that.
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 1 MS. THUNBERG:  The Staff would jump at

 2 the offer of a record request, and would make suc h a

 3 record request, if we can have from Lakes Region an update

 4 of its accounts payable, showing the categories o f "aged

 5 30 days", "aged 60 days", and "aged 90 days".  Is  that

 6 something --

 7 CHAIRMAN IGNATIUS:  And as of what date?

 8 MS. THUNBERG:  This would be for the

 9 2010 year.

10 CHAIRMAN IGNATIUS:  So, meaning -- "2010

11 year" meaning what?  What end date?

12 MS. THUNBERG:  Year-end balance 2010 for

13 accounts payable.

14 CHAIRMAN IGNATIUS:  Okay.  So,

15 December 31st, 2010, what that balance was?

16 MS. THUNBERG:  Correct.  Because this

17 Final Audit Report is for the 2009 year-end balan ce, it

18 would be helpful to have the 2010 year-end balanc e, since

19 it sounds like Lakes Region is able to file its a nnual

20 report timely.  

21 CHAIRMAN IGNATIUS:  Okay.

22 WITNESS MASON:  Isn't that in the 2010

23 report that I have in front of me?

24 MS. THUNBERG:  Oh.  Okay.  It's unclear
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 1 that the aged breakout is actually reported in th e annual

 2 report, is what my analyst is telling me.  So, I think

 3 I've described the record request sufficiently,

 4 Mr. Richardson, is that --

 5 CHAIRMAN IGNATIUS:  Well, is it -- can

 6 the Company do that, to look back and find, as of

 7 December 31st, 2010, what the aging of those acco unts

 8 were?

 9 MR. RICHARDSON:  Subject to check, I

10 believe that we can.  We wouldn't be able to do i t today.

11 I had, at the close of the hearing yesterday, a

12 preliminary list I looked at on Friday that was u p to the

13 date of the hearing last week.  And, that's reall y where I

14 thought we were going, as to what it was currentl y.  But

15 we'll do whatever we can to, you know, get the in formation

16 to the Commission, if it would like to have it.

17 CHAIRMAN IGNATIUS:  All right.  Before

18 we go further, just ask, Ms. Thunberg, offer of p roof on

19 why, if it's a 2009 test year, what is the need f or

20 showing the age of accounts payable for 2010?  Gi ven that,

21 from the discussion it looked like was happening between

22 counsel and the Company's accountant, that that m ay be a

23 significant amount of work to do.  So, before the y

24 undertake that work, can you give me an offer of proof of
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 1 why the out-of-test-year report is important?

 2 MS. THUNBERG:  It's my understanding

 3 that, as the information is not that difficult to  get, if

 4 it's easier for 2011, I'd be happy -- Staff Advoc ate would

 5 be happy to have 2011, in lieu of 2010.

 6 The relevance of it is we have a company

 7 increasing its accounts payable from 2008-ish, '0 9, and

 8 '10, perhaps '11.  And, we have a significant -- or,

 9 69 percent is aged over 90 days.  If the Company' s aged

10 over 90 days is increasing, that is going to be

11 symptomatic that even the step increase that came  out of

12 08-070 hasn't helped its financial cash flow.  An d, so,

13 we'd like to establish financially whether the so undness

14 of the Company or unsoundness of the Company, and  that

15 information is relevant to that.

16 MR. RICHARDSON:  Maybe --

17 CHAIRMAN IGNATIUS:  Mr. Richardson.

18 MR. RICHARDSON:  I think the problem

19 that we're dealing with philosophically is the 20 07 docket

20 related to whether the Company should be placed i nto

21 receivership, under RSA I believe it's 374:47-a.  And,

22 that statute requires a showing of a serious -- I  believe

23 it's a "serious and immediate threat to public he alth and

24 safety".  And, I'm not seeing a strong connection  between
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 1 the status of accounts receivable and, you know, any type

 2 of a public health threat.  Obviously, there is a  -- there

 3 is an issue with the accounts receivable that's r elated to

 4 the rate case.  And, it's an important one.  But I'm

 5 thinking that this is, you know, going towards a line of

 6 questioning that, you know, whether or not the Co mpany's

 7 financial, as it were, its financial qualificatio ns are

 8 adequate.  And, that's not the issue in the 2007 docket.

 9 CHAIRMAN IGNATIUS:  Well, whether it was

10 or not in the 2007 docket, you yourself, in your own

11 rebuttal testimony, have talked about the financi al status

12 of the Company, and efforts to get it on sound fo oting and

13 the work of Mr. Montville.  So, is it not relevan t to your

14 own rebuttal?

15 MR. RICHARDSON:  Oh, no, no.  It's

16 absolutely relevant to the rate case.  I just -- my

17 concern is it's based on the offer of proof that' s just

18 made is that it's -- we're heading towards a tota lly

19 different issue that's not really part of this ca se.

20 MS. THUNBERG:  May I respond?

21 CHAIRMAN IGNATIUS:  Please.

22 MS. HOLLENBERG:  Yes, I was going to

23 make a comment, but I'm happy to have Staff do it  first,

24 if they'd like to.
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 1 MS. THUNBERG:  This information is very

 2 relevant.  Mr. Naylor has stated in his testimony  that he

 3 would -- he recommends the Company seek a buyer, because

 4 it does not have access to capital.  It's -- the Company's

 5 financial state is highly relevant.  The Company has filed

 6 reply testimony rebutting that it does not have a ccess to

 7 capital and can't fund future improvements.

 8 MS. HOLLENBERG:  My only comment was

 9 that it was my understanding that 07-105 was conv erted

10 into a monitoring docket, but that the Commission  did

11 notify the parties in its order approving a Settl ement

12 Agreement in that docket that it was going to con tinue to

13 monitor Lakes Region's financial/managerial compe tencies,

14 and that there were still several issues that had  yet to

15 be fully investigated by other agencies that woul d be

16 looked at in the future or contemplated to be loo ked at in

17 the future.  Thank you.

18 CHAIRMAN IGNATIUS:  Thank you.  Well,

19 I'm not sure what we have right now is the questi on on the

20 table to be resolved.  I think we're trying to wo rk out

21 "Is there a need for a record request?  And, if s o, what

22 is it?"  Mr. Richardson, you had said that you go t

23 accounts payable data up fairly recently that you

24 prepared, although it doesn't have the aging work ed in, is
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 1 that correct?

 2 (Atty. Richardson conferring with Mr. 

 3 Roberge.) 

 4 MR. RICHARDSON:  We can get a current,

 5 you know, as of today or as of last week, very qu ickly.

 6 CHAIRMAN IGNATIUS:  Ms. Thunberg, is

 7 that acceptable to you?

 8 MS. THUNBERG:  Yes.  Thank you.

 9 CHAIRMAN IGNATIUS:  All right.  And, so,

10 we'll reserve a record request, -- 

11 MS. HOWARD-PIKE:  Two.  

12 CHAIRMAN IGNATIUS:  -- number 2, for

13 that updated accounts payable showing 30, 60, and  90 day

14 increments of how far out of payment they are.  T hank you.

15 (Record Request Number 2 reserved.) 

16 MS. THUNBERG:  Thank you.

17 BY MS. THUNBERG: 

18 Q. Mr. Mason, is the Company using credit cards to  pay any

19 of its bills?

20 A. Only when we have to order something over the I nternet

21 or something, we use a credit card to do that.

22 Q. Are you using personal credit cards to pay for any of

23 Lakes Region's expenses?

24 A. Not me, personally.  I mean, there might be a - - I'm
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 1 not sure whose name the credit card is that we us e for,

 2 you know, over internet payments.  I couldn't tel l you.

 3 Q. Do you use credit cards at gas stations for gas  for

 4 Lakes Region's equipment?

 5 A. Well, once in a while.  We have a credit accoun t at two

 6 different places, gas stations, that we get month ly

 7 billed.  And, then, if they're out of town, or, y ou

 8 know, if they're out in one of the sections, and they

 9 need to buy gas, then they have a credit card to do

10 that also.

11 Q. With respect to the accounts payable, has that accounts

12 payable balance with vendors impacted Lakes Regio n's

13 ability to get materials and supplies?

14 A. No.  The majority of the longer term items that  are on

15 there, over, you know, 90 days, are -- the majori ty of

16 them are professional services, not so much day-t o-day

17 vendors.

18 Q. Thank you.  Now, Lakes Region received temporar y rates

19 in this, in the rate case docket, correct?

20 A. Correct.

21 Q. And, those rates were about 18 percent, is that

22 correct?

23 A. Yes.  142,000, I think I remember.

24 Q. Subject to check, would you agree that the Comm ission
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 1 approved the rates, the temporary rates, February  of

 2 2011?

 3 A. I'm not sure of the date, but somewheres in tha t

 4 vicinity.

 5 Q. And, then, did Lakes Region request the ability  to

 6 implement a surcharge to recover portions of the

 7 temporary rate?

 8 A. Yes, we did.

 9 Q. After that approval from the Commission was res olved,

10 when did Lakes Region start billing the temporary  rate

11 increase?

12 A. That's not -- I can't answer that.  I don't kno w what

13 the date was that we started to bill those back o ut.

14 Q. Okay.  I'll ask this next question anyway, mayb e.  Do

15 you know when the increased customer payments sta rted

16 coming into Lakes Region after they were billed?

17 A. I would -- I don't know the answer to that, but  I'm

18 going to say it should have been -- we have kind of a

19 convoluted billing method, where we bill differen t

20 divisions every month, so that it kind of keeps

21 rotating.  So, it would have depended a lot on th e

22 number of months and things.  So, it's pretty

23 convoluted.  So, it should have been -- we should  have

24 started to bill those out shortly after that, you  know,
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 1 the order from the Commission.

 2 Q. Do you bill on a monthly basis?  Quarterly basi s?

 3 A. It's a quarterly basis, but it rotates, so that  we have

 4 something coming in every month.

 5 Q. Of the approximately 1,600 customers that Lakes  Region

 6 serves, how many bills are issued each month then  on

 7 the -- for the quarterly billing?

 8 A. Well, it would be -- it all depends on the mont h.  It's

 9 by divisions.  So, some are -- there's some that are

10 quite a bit bigger than others, just because of t he

11 fact that some of the divisions are bigger.  So, it's

12 not a number that I can produce right now.  I cou ld

13 find out definitely.

14 Q. Okay.  Do you have an opinion as to whether the

15 temporary rates improved Lakes Region's cash crun ch?

16 A. Oh, definitely.

17 Q. And, are you aware that Jayson Laflamme of Staf f has

18 recommended a permanent rate increase of just ove r

19 18 percent?

20 A. Yes, I am.

21 Q. So, would you agree that that permanent rate in crease

22 would help Lakes Region's cash crunch?

23 A. Anything would help.  It's not the answer.  But  it's --

24 any little bit of help is a help.
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 1 Q. I would like to just turn to the Final Audit Re port, if

 2 you still have that in front of you?  

 3 A. Yes.

 4 Q. And have you turn to Page 31.  And, under the " Issue"

 5 section, it says "Late payment fees totaling $12, 921

 6 were posted."  

 7 A. Correct.

 8 Q. Do you see that?  How much in late fees is Lake s Region

 9 paying currently?

10 A. Again, I would have to get that information for  you.

11 Q. I think you testified on Day 1 of the hearing t hat

12 "Lakes Region is paying late fees."  Do you recal l

13 that?

14 A. I'm sure they still are.

15 Q. Now, some of the accounts payable are owed to a n

16 affiliate, LRW Water Services, is that correct?

17 A. A very small amount at this point.  I believe i t's only

18 currently $3,500.

19 Q. Okay.  Last week we were going over a document that was

20 LRW Exhibit 14, and it was the "Revised Mount Rob erts

21 Schedule Proposal".

22 A. Okay.

23 Q. And, I believe you had testified that LRW is pe rforming

24 some of the work in association with this permit
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 1 application, is that correct?

 2 A. Right.

 3 Q. What kind of work will LRW be doing?

 4 A. We'll install the pipe, the water main, from th e tank,

 5 up to the new well field, whatever sitework it ne eds

 6 for the, you know, for the project.  And, that's pretty

 7 much it.

 8 Q. And, I think last week we also, in this discuss ion or

 9 question and answer between you and I, were looki ng at

10 your testimony, Exhibit E.  And, I'm on Page 32.  And,

11 you had a line item of "$65,000" for Paradise Sho res?

12 A. Correct.

13 Q. Do you recall that?

14 A. Yes.

15 Q. And, is that 65,000 about what LRW expects to r eceive

16 for the work for this permit application?

17 A. Oh, no.  No.  That's inclusive of the power com pany,

18 which I believe was 19,5, plus the meters, plus s ome

19 plumbing.  I'd have to go over the list.  Jake pu t that

20 together.  Actually, I didn't.  But that's the ro ugh

21 list.

22 Q. Okay.  I also -- or, do you recall, on Day 1 of  the

23 testimony, when I asked you "how was Lakes Region

24 paying for the $65,000?", your answer was you "di dn't
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 1 know."  Is that still the same answer?

 2 A. Until we -- yes.

 3 Q. Okay.  And, do you have a guesstimate then, of this

 4 65,000, how much is going to be paid to LRW?

 5 A. Oh, it's basically the pipeline, some sitework.

 6 Probably, again, it wouldn't be paid immediately,

 7 anyways, it would be over who knows when.  But pr obably

 8 looking at maybe 20,000 of it, for the pipeline a nd

 9 sitework.

10 Q. Okay.  Now, you mentioned payment of, I think, "who

11 knows when" of about 20,000 to LRW?

12 A. Right.

13 Q. At some point, would this monies owed constitut e a loan

14 from LRW to Lakes Region?

15 A. Well, I know if it would be a loan.  It's just,  what

16 I've always done is just put the bill together, a nd it

17 just basically sits there, and they pick at it wh en

18 they can.  You know, maybe a thousand dollars eve ry

19 once in a while, or two.  That's been the scenari o for

20 many years now.  Just to kind of, you know, bill them,

21 and then interest-free, and then they just pick a t it

22 when they can.

23 Q. Okay.  With respect to this Exhibit E, "Capital

24 Projects", and it goes on in the next couple of 
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 1 pages with projects designated by year, is there a

 2 parallel --

 3 A. I'm not sure where you're looking.

 4 Q. I'm in Exhibit E of your testimony.

 5 A. Okay.

 6 Q. And, it's Pages 32, 33, --

 7 A. Okay.

 8 Q. -- if you have it sequentially numbered?

 9 A. Yes.  Got it.

10 Q. Would these projects, and the years, I'm lookin g for a

11 companion of when Lakes Region will be coming in for

12 rate cases for these projects.  Does such a plan exist?

13 A. I don't think there is yet, just because we're not

14 really on -- we haven't quite gotten that far.  W e're,

15 obviously, going to come in as quick as we can to  try

16 to get, you know, maybe through step increases or  rate

17 cases, whatever we have to do to stay on top of i t.

18 Q. So, no specific years for rate cases are planne d at

19 this point?

20 A. No.

21 Q. With respect to paying the $65,000, is there al so no

22 plan in place for paying this or seeking rate rel ief to

23 cover this?

24 A. I think that's one of the -- so much depends on  what
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 1 happens with Suissevale.  Whether, you know, what  we're

 2 going to be able to do.  And, I think it's a movi ng

 3 target at the minute.  How we're going to -- how that's

 4 going to impact us, whether Suissevale is going t o help

 5 with that, or what's going to happen.

 6 Q. I know there's been a ruling on START not being  a

 7 substantive issue for this hearing.  But is -- my  line

 8 of questioning relates to Lakes Region's planning , when

 9 you're going to be coming in and seeking rate rel ief.

10 I've asked you a question about rate cases, and t he

11 answer was "no".  So, my question is, would START

12 proposal be something Lakes Region will be lookin g for

13 for funding the capital projects?

14 A. I would think so.

15 Q. Okay.  Now, would this $20,000 amount that LRW will be

16 paying out of its pocket for the Lakes Region Wat er

17 Company project, there's no plan to seek any fina ncing

18 approval for that arrangement?  Is that correct?

19 A. I didn't really consider it "financing".  You k now,

20 we've been kind of doing the same thing for years .

21 It's just a bill that sits there, interest-free, until

22 they can pay it.  So, no, I didn't really -- I gu ess I

23 could look at it that way, but I haven't.

24 Q. Okay.  I'm going to change to a different topic  at this
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 1 point.  I'm still with your testimony.

 2 A. Okay.

 3 Q. And, Exhibit D, I believe, is the New Hampshire

 4 Business Finance Authority letter.  I'd like to d raw

 5 your attention to that.

 6 A. What's the page number on it?  

 7 Q. And, I'm looking at Page --

 8 A. Oh, I've got it.  The BFA.  Okay.

 9 Q. I'm looking at Page 4 of Exhibit D.  And, the l ast

10 paragraph references "existing monies owed NHDES" .  Do

11 you see that?

12 A. Correct.  Yes.

13 Q. But I can't recall if it's -- oh.  Turning back  on Page

14 2, third paragraph from the bottom, last sentence

15 states that "it is learned that LRWC is delinquen t on

16 about $4,500 in lab fees to NHDES."  Do you see t hat?

17 A. Yes, I do.

18 Q. Now, they're characterized as "lab fees".  Woul d you

19 agree that these were fees associated with Letter s of

20 Deficiency or Notices of Violation?

21 A. No.  They were just lab fees.  They were litera lly

22 testing fees.

23 Q. They weren't Permit to Operate fees?

24 A. I don't believe so.  I think they were mostly l ab fees.
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 1 Just I'd have to look back to make sure, but I wo uld --

 2 Q. Well, I have a document that might refresh your

 3 recollection on it.

 4 (Atty. Thunberg distributing documents.) 

 5 BY MS. THUNBERG: 

 6 Q. Mr. Mason, I'd like to have you identify these pages

 7 that have been stapled together for the record.

 8 A. They are "Notices of Violation".

 9 Q. Now, these Notices of Violation are for various

10 systems, would you agree?

11 A. Yes.

12 CHAIRMAN IGNATIUS:  Before you get into

13 this, are you asking this to be marked as an exhi bit?

14 MS. THUNBERG:  Thank you, Chairman

15 Ignatius.  Yes, I'd like to have this marked as a  Staff

16 Advocate witness -- exhibit.

17 CHAIRMAN IGNATIUS:  Is there any

18 objection to marking it for identification?

19 MR. RICHARDSON:  No.

20 CHAIRMAN IGNATIUS:  Seeing none, Staff

21 Advocate --

22 MS. HOWARD-PIKE:  Number 5.

23 CHAIRMAN IGNATIUS:  -- 5.  Thank you.  

24 (The document, as described, was 

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
    49

 1 herewith marked as Exhibit Staff 

 2 Advocate 5 for identification.) 

 3 BY MS. THUNBERG: 

 4 Q. Now, Mr. Mason, the top page is for Deer Run, i n

 5 Campton, would you agree?

 6 A. Yes.  

 7 Q. And, it shows a "failure to obtain a permit to

 8 operate", and notes a "$300 fee".  Do you agree w ith

 9 that?

10 A. Yes, I do.

11 Q. And, subject to check, would you agree that the re are

12 15 of these Notices of Violation?

13 A. Subject to check, yes.

14 Q. And, if I were to multiply 15 times 300, I come  out to

15 4,500, which would you agree with that, subject t o

16 check?

17 A. Yes.  Yes.

18 Q. So, in June of 2009, we have Notice of Violatio ns for

19 the permit to operate these totaling 4,500.  And,  I

20 look to the New Hampshire Business Finance Author ity

21 quote -- letter also quoting $4,500 fees to DES.  Do

22 you have an opinion as to whether these are one i n the

23 same or two different fees?

24 A. I do not know the answer to that.
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 1 Q. Okay.

 2 A. It seems odd that they're the same number.  But  the way

 3 I read it is "lab fees" would be the cost of test ing.

 4 Q. Okay.  How current is Lakes Region Water Compan y in

 5 paying its DES fees?

 6 A. I believe we're up-to-date.  At the time when t his was

 7 all going on, we were going through the whole iss ues in

 8 2007.  I had just taken over the Company.  And, I

 9 believe it took me a while to get everything caug ht up

10 and figured out.

11 Q. Now, I'd like to touch upon the personal guaran tee that

12 you mentioned was requested for the SRF loan?

13 A. Correct.

14 Q. Who was to provide the personal guarantee?

15 A. My parents.

16 Q. Was the personal guarantee a surprise to you?

17 A. It wasn't a surprise, other than my parents had  always

18 done that.  I personally wouldn't have done that,  just

19 because I don't believe that -- I don't believe t hat it

20 makes sense.

21 Q. Okay.  The SRF funds, the 1.5 million, had a nu mber of

22 projects that it was going to fund?

23 A. Uh-huh.

24 Q. One of those projects, would you agree, was tha t
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 1 uranium treatment system for Tamworth?

 2 A. Correct.

 3 Q. And, was one of the projects also to replace a 30

 4 year-old Woodland Grove pump station in Conway?

 5 A. Correct.

 6 Q. And, also to replace water mains in the Gunstoc k

 7 Glen/Brake Hill area in Gilford?

 8 A. Yes.  Uh-huh.

 9 Q. To also perform some work in Echo Lake Woods?

10 A. Yes.

11 Q. And, in 175 Estates?

12 A. Uh-huh.  Yes.

13 Q. Meters for 175 Estates in Tamworth?

14 A. Right.

15 Q. Would you agree?  Great recollection on the pro jects.

16 Can you tell me, since these projects were not fu nded

17 with SRF funds, have these been completed, these

18 projects?

19 A. The only one, the Woodland Grove pump station i s under

20 construction now at a much smaller scale.  But it  is

21 under construction with some treatment up there t hat

22 were required to do.  Other than that, none of th ose

23 projects are being done presently.

24 Q. Now, when you say "treatment", is this water tr eatment?
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 1 A. Yes.  Lead and copper problems.

 2 Q. And, when you have added treatment, such as for  lead

 3 and copper, does that increase your DES lab fees?

 4 A. Does it increase?  I can't see it would be of a ny

 5 amount.

 6 Q. Back to the projects, are there any that are no t --

 7 that have not been done?

 8 A. The majority of them.  The only one that has be en -- is

 9 under construction presently is the Woodland Grov e pump

10 station.  

11 Q. What about the uranium treatment for Tamworth?

12 A. No.  We ended up working on the existing well.  And, we

13 were just -- we were putting that in as a backup

14 system.  That was our idea, is to put in treatmen t for

15 that uranium well as kind of a backup deal.

16 Q. So, would it be fair for me to characterize tha t, even

17 though the uranium treatment system in Tamworth w as

18 listed for SRF funding, that you've resolved the issue,

19 but with a different project?

20 A. Yes.

21 Q. Okay.  And, so, then the water main replacement  in

22 Gunstock Glen and Brake Hill has not been done?

23 A. No.

24 Q. Is that critical?
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 1 A. No.

 2 Q. And, the Echo Lake Woods project has not been d one?

 3 A. No.

 4 Q. And, the 175 Estates work has not been done?

 5 A. No.

 6 Q. And, metering has not been done, correct?

 7 A. Correct.  All the -- when ARRA, just to give yo u a

 8 little history on ARRA, when it came out, basical ly, it

 9 was for shovel-ready jobs that were almost like a  "wish

10 list" deal.  Where you kind of took a stab at it,  drive

11 by, look at a project, and ask for that type of m oney,

12 and then went from there.  A lot of these things were

13 projects that we, you know, we would like to have  done,

14 but were more of a "wish list" type project list,  than

15 necessity.

16 Q. Now, DES has a standing SRF fund, correct?

17 A. Correct.

18 Q. And, ARRA was a special infusion of funds to SR F, is

19 that correct?

20 A. Yes.

21 Q. So, at any time, Lakes Region can seek SRF fund ing,

22 correct?

23 A. Yes.

24 Q. In theory?
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 1 A. Yes.  Yes.

 2 Q. And, SRF financing, are you aware that it can i nclude a

 3 50 percent loan forgiveness?

 4 A. Yes.  Unlikely for most of our systems, because  we have

 5 so many second homes.  It's hard to have a --

 6 basically, a second home community that's eligibl e for

 7 any forgiveness.

 8 Q. Okay.

 9 A. Under privileged second home, I guess, but --

10 Q. Is SRF financing at very low rates, in your opi nion?

11 A. I believe it's around 3 percent.

12 Q. And, is 3 percent a interest rate that Lakes Re gion can

13 get through any banks?

14 A. No.

15 Q. Would you agree that SRF financing is very bene ficial

16 to customers because of the low interest rate?

17 A. Oh, on the surface, it's definitely a great dea l for

18 the customers.  Just doesn't, you know, because o f the

19 asset lives, it's hard for a company to pay the n ote

20 back.  

21 Oh.  And, by the way, Adam Torrey is

22 here today from the DES, and he's in charge of th e SRF

23 Program, in the back of the room.  And, after Sar ah was

24 here the other day, you know, to listen, we did - - they
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 1 did make some inquiries, and it appears that they 're

 2 going to be able to lengthen the length of the no tes to

 3 30 years for small utilities.  They offered that to us

 4 this week verbally.

 5 Q. Okay.  I'd like to draw your attention back to the

 6 07-105 Settlement Agreement.

 7 A. Okay.

 8 Q. And, on Page 3, Paragraph C, "Managerial Capabi lity".

 9 A. Yes.

10 Q. And, second line says "Lakes Region has reorgan ized its

11 management."  Do you see that?

12 A. Correct.

13 Q. And, it also states that Tom Mason, Jr. has bee n

14 appointed "position of vice president"?

15 A. At the time, it was.

16 Q. Okay.  When did you become -- well, you're pres ident

17 now, right?

18 A. Yes.

19 Q. Were you Acting President for a period of time?

20 A. Yeah.  When this whole thing started in 2007, I

21 basically took over control of the company.  And,  for a

22 period of time, basically, I was the vice preside nt,

23 and shortly after that, I don't know what year it  was,

24 but it was shortly after that, I took over as
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 1 president, when my dad retired completely.

 2 (Atty. Thunberg distributing documents.) 

 3 MS. THUNBERG:  I'd like to mark this

 4 document for identification.

 5 BY MS. THUNBERG: 

 6 Q. Mr. Mason, would you agree that this document d ated

 7 March 16th, 2010 announces that you've been appoi nted

 8 as Acting President?

 9 A. Yes.

10 CHAIRMAN IGNATIUS:  Is there any

11 objection to this being marked for identification ?

12 MR. RICHARDSON:  None.  

13 CHAIRMAN IGNATIUS:  It will be "Staff

14 Advocate 6".

15 MS. HOWARD-PIKE:  Six.

16 (The document, as described, was 

17 herewith marked as Exhibit Staff 

18 Advocate 6 for identification.) 

19 BY MS. THUNBERG: 

20 Q. Now, on this document, it indicates that the Bo ard of

21 Directors had met and appointed you as Acting

22 President?

23 A. Yes.

24 Q. Do you know who the Board of Directors were at the

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
    57

 1 time?

 2 A. They would have been my two sisters, Amy and Su san

 3 Mason, and I believe -- I believe my mother, but I'm

 4 not sure.

 5 Q. What office -- you said your sister Susan is on  the

 6 Board of Directors.  Do you know what office she holds?

 7 A. I do not, off the top of my head.

 8 Q. I believe the annual reports, on Page 4, may sh ow this.

 9 A. Okay.

10 Q. Mr. Mason, could you look at the 2008 Annual Re port,

11 and look -- we'll start with this chronologically .

12 A. Okay.

13 Q. And, on Page 4, it shows "Directors".  And, who 's

14 listed there?

15 A. I'm sorry, I have the wrong --

16 Q. It's going to be Form A-4.

17 A. I can't seem to find that page.  I don't know i f mine

18 happens to be missing it or what the deal is.

19 MS. THUNBERG:  I'm going to give Mr.

20 Mason some excerpts that I photocopied.  And, I'd  be happy

21 to mark this as an exhibit, so we can keep track of these

22 papers.  And, I have multiple copies.

23 CHAIRMAN IGNATIUS:  Before you do that,

24 can you just explain to me why who the Board of D irectors
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 1 is in 2008 is relevant?

 2 MS. THUNBERG:  In the Settlement

 3 Agreement in 07-105, there was supposed to be a c hange in

 4 management.  And, the Board of Directors have a s ay in who

 5 the management is.  The Board of Directors have c hanged

 6 and some have not changed over the course of the years.

 7 And, I wanted to ask the influence of certain dir ectors.

 8 CHAIRMAN IGNATIUS:  All right.  Go

 9 ahead.

10 (Atty. Thunberg distributing documents.) 

11 CMSR. HARRINGTON:  This is from which

12 report?

13 MS. THUNBERG:  This is excerpts from the

14 2008 Annual Report.

15 CHAIRMAN IGNATIUS:  Is there any

16 objection to this being marked for identification ?

17 (No verbal response) 

18 CHAIRMAN IGNATIUS:  Seeing none, Staff

19 Advocate Exhibit 7.

20 (The document, as described, was 

21 herewith marked as Exhibit Staff 

22 Advocate 7 for identification.) 

23 BY MS. THUNBERG: 

24 Q. Now, Mr. Mason, on Page -- well, I guess it's P age 2 of
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 1 this collection of documents, but it's listed as "Page

 2 4".  "A-4 List of Officers", do you see that?  

 3 A. Yes, I do.

 4 Q. And, it shows the "President" as "Thomas A. Mas on"?

 5 A. Yes.

 6 Q. And, "Vice President Thomas A.  Mason, Jr."?

 7 A. Uh-huh.

 8 Q. And, can you just please explain for the record , when

 9 we have to two "Thomas A. Mason", who's who?

10 A. I am "Thomas Albert Mason" and my dad is "Thoma s Adam

11 Mason".  I'm actually not a "Junior", but --

12 Q. So, the designation is just for help clarifying ?

13 A. Yeah.  Exactly.

14 Q. Thank you.  And, the directors at the time are just

15 your parents, is that correct?

16 A. That's what this says, yes.

17 Q. Now, can you turn to the page -- the Annual Rep ort for

18 2009, and if you can find those similar pages in that

19 annual report?

20 MR. RICHARDSON:  I'm sorry, what

21 document are we looking at?

22 MS. THUNBERG:  The 2009 Annual Report

23 that Mr. Mason has in front of him.  It's that th ick,

24 thick document that -- 
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 1 MR. RICHARDSON:  Oh.  Okay.  So, it's

 2 not this document that you just gave me?

 3 MS. THUNBERG:  No.  I handed these

 4 excerpts for ease of finding the pages, since Mr.  Mason

 5 couldn't find them at the time.  

 6 BY MS. THUNBERG: 

 7 Q. But, Mr. Mason, have you found that schedule?

 8 A. Yes, I have.

 9 Q. And, the directors have been expanded, is that correct?

10 A. Yes.

11 Q. To include your sisters Susan and Amy?

12 A. Correct.

13 Q. And, in 2009, this "Thomas Adam Mason", that's your

14 father?

15 A. Right.

16 Q. What was the state of his mental capabilities i n 2009?

17 A. In 2009, it was -- he was in and out of the hos pital a

18 lot in 2009.

19 Q. You said he's in a nursing home right now?

20 A. Yes.  He has been for quite some time.

21 Q. And, I'm trying to pin down "quite some time".  Do you

22 know which years?

23 A. Oh, God.  He's been -- well, he's been in and o ut.  I

24 mean, he was in for about six months, and then he  came
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 1 home for a couple weeks, and then he broke his hi p, so

 2 he was back again.  So, at least the majority of the

 3 last two years.

 4 MR. RICHARDSON:  I'd like to at least

 5 ask the question, I don't know if "objection" is the right

 6 word.  But I'm under the understanding that, from  reading

 7 Staff's testimony, that their concerns were "acce ss to

 8 capital".  What this appears to be going towards is

 9 whether or not the Company has complied with the

10 management change that was required as part of th e

11 Settlement Agreement.  It's not anywhere in testi mony.  I

12 don't have the document even in front of me.  So,  I can't

13 do redirect.  And, I'm at a loss as to figure out  why this

14 is relevant in this case.  I didn't come in prepa ring to

15 do a presentation about who was president when or  vice

16 president, and I don't know why we need to focus on that

17 here.

18 CHAIRMAN IGNATIUS:  Ms. Thunberg?  

19 MS. THUNBERG:  This line of questioning

20 is relevant, because this is a combined docket th at

21 includes a hearing for a combined docket.  It's a  merits

22 hearing on 07-105.  The reply testimony puts fort h

23 evidence that the Company still has the manageria l,

24 technical, financial capabilities.  And, my line of
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 1 questioning is on the management aspect of Lakes Region's

 2 capabilities.

 3 CHAIRMAN IGNATIUS:  I'm inclined to

 4 agree with you.  The Staff testimony talked about  -- the

 5 Staff Advocate testimony talked about a recommend ation of

 6 different management, and even possible sale of t he

 7 company.  Your reply testimony gets at some of th at.  It

 8 seems to be relevant.  We should continue.

 9 MS. THUNBERG:  I don't have very few

10 more -- many more questions on this line.

11 BY MS. THUNBERG: 

12 Q. But, Mr. Mason, for the 2010 Annual Report, the  Board

13 of Directors have stayed the same, is that correc t?

14 A. Yes.

15 Q. And, with your testimony that Mr. -- that your father

16 has been in the nursing home, is he still, in you r

17 opinion, does he have the mental capacity to be a  board

18 of director?

19 A. He's not involved.  So, he's not -- technically ,

20 probably needs to be removed from being a board o f

21 director, just because he has no involvement anym ore,

22 because of his age and where he is.

23 Q. Fair enough.  The Board of Directors can fire y ou as

24 president, correct?
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 1 A. I believe so.

 2 Q. And, to do so, the directors would need a quoru m?

 3 A. I guess, yes.

 4 Q. Okay.  And, your mother is listed as a director ,

 5 correct?

 6 A. Yes.

 7 Q. And, what is your opinion on her mental capacit y to

 8 serve as a Board of Director -- or, on the Board of

 9 Directors?

10 A. Neither -- my mom has no interest either.  She' s pretty

11 much home-bound at this point, too.  Both of them  would

12 be more than willing to not be a board of directo r.  I

13 don't even know if they know that they still are,  to

14 tell you the truth.  And, that's not a problem.  I can

15 definitely change that around.

16 CHAIRMAN IGNATIUS:  But, Mr. Mason, --

17 MS. THUNBERG:  Okay.

18 CHAIRMAN IGNATIUS:  -- I'm getting

19 concerned about the questions and the answers, an d make

20 sure you're looking at the right document, which is a

21 sworn document under oath.

22 WITNESS MASON:  Okay.  Well, -- 

23 CHAIRMAN IGNATIUS:  Before you get

24 yourself in any further, I'm misunderstanding.
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 1 WITNESS MASON:  No, no.  I don't

 2 understand the question, I guess.

 3 CHAIRMAN IGNATIUS:  Take a look at

 4 Exhibit 8 presented by your witness -- your couns el.  

 5 WITNESS MASON:  It would be -- 

 6 CHAIRMAN IGNATIUS:  The 2010 Annual

 7 Report.

 8 WITNESS MASON:  Okay.  So, 2010.

 9 CHAIRMAN IGNATIUS:  Page 4.

10 WITNESS MASON:  Maybe I'm not

11 understanding.

12 CHAIRMAN IGNATIUS:  And, the "List of

13 Directors" includes "Thomas Adam Mason".  That's your

14 father?

15 WITNESS MASON:  Correct.

16 CHAIRMAN IGNATIUS:  It lists him as

17 "attending 3 meetings".  And, your testimony was "he

18 probably doesn't even know he's a director."  So,  why

19 don't you think about this -- 

20 WITNESS MASON:  Not -- I'm sorry.  I

21 mean, back in 2010, he was at home some of the ti me.  So,

22 I'm sure, it's a family business, so, when my sis ters come

23 up, one of them lives out of state, we all got to gether at

24 several different times during the year and talke d about
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 1 it.  I'm sure that's what happened.  It wasn't, I  don't

 2 know, official, I guess it's official in that sen se.  My

 3 sister took notes and things like that.  I'm sure  he was,

 4 you know, there at the meeting.

 5 CHAIRMAN IGNATIUS:  Thank you.

 6 BY MS. THUNBERG: 

 7 Q. Mr. Mason, I have no question on the "directors "

 8 portion at this point.  The annual reports list t wo

 9 shareholders, is that correct?

10 A. Yes.  Both my parents.

11 Q. Both your parents.  And, do you know if, as

12 shareholders, they are willing to invest in Lakes

13 Region going forward?

14 A. At the present time, I doubt it.

15 Q. At the present -- your statement was "at the pr esent

16 time, [you] doubt it."  Is there a qualification?

17 A. They had some money that they were investing in  it that

18 was from a sale of a piece of property in Mass.  But,

19 at the present time, that sale has moved forward

20 somewhat, but isn't complete.  So, it is not -- t hat

21 money isn't available at the minute.  If it -- wh en it

22 becomes available, I'm sure they will invest some  of

23 it.

24 Q. I'd like to move on to questions about affiliat e
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 1 agreements, because that's one of the dockets tha t's

 2 noticed at this hearing.

 3 CHAIRMAN IGNATIUS:  Ms. Thunberg, before

 4 you begin a new area, it's 10:40.  I think, for t he court

 5 reporter's sake, we should take a break for ten m inutes.

 6 So, if this is a good stopping time, come back at  10:50.

 7 Thank you.

 8 (Whereupon a recess was taken at 10:42 

 9 a.m. and the hearing reconvened at 10:59 

10 a.m.) 

11 CHAIRMAN IGNATIUS:  All right.  We are

12 resuming the testimony of Mr. Mason and cross-exa mination

13 by the Staff Advocates.

14 BY MS. THUNBERG: 

15 Q. Mr. Mason, I just want to clarify one question -- or,

16 answer that you had answered prior to the break.  Did

17 you mention that your folks or that your father h as a

18 power of attorney that's been set up?

19 A. I believe at this point he does.

20 Q. Do you know --

21 A. I don't know that I mentioned that, but he does .

22 Q. Do you know who he has as a power of attorney?

23 A. I believe it's one of my two sisters.

24 Q. All right.  I'd like to move onto the affiliate
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 1 agreement docket.  Do you have a copy of the --

 2 A. I don't.

 3 Q. Okay.  It's LRW Exhibit 10.

 4 MS. THUNBERG:  And, I'd like to,

 5 Chairman Ignatius, I'd like to add two more docum ents for

 6 them to be marked as exhibits, that relate to the

 7 affiliate agreements.

 8 (Atty. Richardson handing document to 

 9 Witness Mason.) 

10 (Atty. Thunberg distributing documents.) 

11 CHAIRMAN IGNATIUS:  Can you describe

12 what these are when you're done distributing them ?

13 MS. THUNBERG:  I would like to also give

14 you two documents.  One is an Exhibit 6 in DW 08- 070, that

15 has a 2008 affiliate agreement attached to it.  A nd, I'd

16 also like to give you a document entitled "Affili ate

17 Agreement" that's dated April 1st, 2009.

18 CHAIRMAN IGNATIUS:  Is there any

19 objection to either of these being marked as exhi bits for

20 identification?

21 MR. RICHARDSON:  No.  I'm not clear

22 which document is which exhibit though.

23 CHAIRMAN IGNATIUS:  All right.  Just

24 taking them in order of the years they were enter ed into,
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 1 the one that shows "Exhibit 6", but, in fact, tha t's from

 2 another case, from -- well, actually, you had sai d,

 3 Commissioner -- Ms. Thunberg, that it was from 20 06, but

 4 it looks like it's dated "10/27/2008"?

 5 MS. THUNBERG:  It's "Exhibit 6", but,

 6 correct, it would be probably easy to mark the Au gust 2008

 7 Affiliate Agreement as the first exhibit that I j ust

 8 handed out, and then the April 2009 Affiliate Agr eement as

 9 the second exhibit.

10 CHAIRMAN IGNATIUS:  All right.  So, the

11 2008 document will be "Staff Advocate 8".

12 MS. HOWARD-PIKE:  Yes.

13 (The document, as described, was 

14 herewith marked as Exhibit Staff 

15 Advocate 8 for identification.) 

16 CHAIRMAN IGNATIUS:  And, the 2009 is

17 "Staff Advocate 9".

18 (The document, as described, was 

19 herewith marked as Exhibit Staff 

20 Advocate 9 for identification.) 

21 MR. RICHARDSON:  Is it my -- I thought

22 we already had the annual reports was "Staff Advo cate 8"?

23 That's what I wrote, but I may have missed it.

24 CHAIRMAN IGNATIUS:  I had that as "7".
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 1 MR. RICHARDSON:  Okay.  That's "7".

 2 Okay.  I'll remark mine.  Thank you.

 3 BY MS. THUNBERG: 

 4 Q. And, Mr. Mason, the affiliate agreement questio ns that

 5 I have generate out of the Settlement Agreement i n the

 6 07-105 docket.  And, do you have that settlement

 7 agreement in front of you?  And, if you --

 8 A. I have it somewheres.

 9 Q. And, if you could look at Page 3.

10 CMSR. HARRINGTON:  Which one now?  Is it

11 Exhibit 8, on Page 3?  I've got two of them.

12 MS. THUNBERG:  I guess I'm reading from

13 LRW 12, Settlement Agreement.

14 CMSR. HARRINGTON:  Oh.  Okay.

15 MS. THUNBERG:  I have the Settlement

16 Agreement in Docket 07-105 that I'm referring to right

17 now.

18 CMSR. HARRINGTON:  That's 12.  All

19 right.

20 BY MS. THUNBERG: 

21 Q. Mr. Mason, are you on Page 3?

22 A. I believe so.

23 Q. Okay.  First paragraph, last sentence says "Lak es

24 Region agrees to submit the new contract to the
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 1 Commission pursuant to RSA 366 upon its execution , by

 2 July 15th, 2008."

 3 A. Okay.  Yes.

 4 Q. You agree with that?

 5 A. I do.

 6 Q. And, what that sentence is referring to is an a ffiliate

 7 agreement, correct?  

 8 A. Yes.

 9 Q. And, that affiliate agreement is between Lakes Region

10 Water Company and your Service Corp., LRW Water

11 Services, is that correct?

12 A. Correct.  Yes.

13 Q. Now, I've given you a copy of the August 1st, 2 008

14 Affiliate Agreement.  And, I guess this date, at the

15 very top part of the Affiliate Agreement, it says

16 "Agreement, effective the 1st day of August 2008" ?

17 A. Uh-huh.

18 Q. And, the next agreement is -- the top line read s

19 "effective the 1st day of April 1st, 2009"?

20 A. Oh.  Okay.

21 Q. And, a question to you about, out of the three

22 affiliate agreements in front of you, only LRW

23 Exhibit 10 was actually filed with the Commission  for

24 approval, is that correct?
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 1 A. I'm on Exhibit 10, which is -- this is Exhibit 6.

 2 Which one's 10?

 3 Q. I just realized that Lakes Region Water Exhibit  10 is

 4 signed February 15th at 2010, even though it is

 5 effective April 1st, 2009.  On Staff Advocate Exh ibit,

 6 I believe it's 9, also has a April 1st date, but it's

 7 signed in April of 2009.  So, do you have three

 8 documents in front of you?

 9 A. I have the three.  Exhibit 10, okay.  Okay.  Ex hibit 10

10 is "Affiliate Agreement".  Okay.  I have that in front

11 of me.

12 Q. So, my question to you is, the Affiliate Agreem ents

13 that were signed back in October of 2008 and then  the

14 other document signed in April of 2009, those wer e not

15 the subject of an affiliate agreement docket befo re the

16 Commission, correct?

17 A. No, I believe you're right.

18 Q. So, only the document dated "February 15th, 201 0" was

19 filed for approval pursuant to RSA 366?

20 A. Correct.

21 Q. Okay.  

22 CHAIRMAN IGNATIUS:  Ms. Thunberg, just

23 for clarity, since we went through the trouble of  giving

24 these all exhibit numbers, can you just do that, rather
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 1 than by the dates, which of the three exhibits ha ve been

 2 submitted, in your view, have been submitted to t he

 3 Commission for approval and which have not?

 4 MS. THUNBERG:  I got the numbering

 5 correct.  Staff Advocate 8 is the August 2008 doc ument?

 6 CHAIRMAN IGNATIUS:  Yes.

 7 MS. THUNBERG:  And Staff Advocate 9.

 8 The question was, "is it that LRW Exhibit 10 was the only

 9 affiliate agreement out of these three that has b een filed

10 pursuant -- for approval pursuant to RSA 366?"

11 CHAIRMAN IGNATIUS:  And, the answer is

12 "that's correct".  It's the only --

13 WITNESS MASON:  Yes.  That's correct.

14 CHAIRMAN IGNATIUS:  Thank you.

15 BY MS. THUNBERG: 

16 Q. And, looking at the document that's dated in 20 08, that

17 has your father signing on behalf of Lakes Region  Water

18 Company, is that correct?

19 A. Yes.

20 Q. And, you sign on behalf of LRW Water Services?

21 A. Right.

22 Q. And, then, in -- the signature that's dated "Ap ril 1st,

23 2009", do you see that affiliate agreement?

24 A. Sure.
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 1 Q. It's on Staff Advocate Exhibit 9?

 2 A. Yeah.

 3 Q. And, who are the signatures?  At the top is "Ba rbara",

 4 is that correct?

 5 A. I guess I'm confused on where you are.  On Affi liate

 6 Agreement of April of 2009?  Yes, that says "Barb ara G.

 7 Mason".

 8 Q. And, is that your father's signature?

 9 A. Yes.

10 Q. And, I'm making it out, is this your sister, Su san, who

11 has also signed?

12 A. Right.  And, my other sister, Amy, at the botto m.

13 Q. So, with Susan and Amy signing, is this when th ey were

14 acting as a power of attorney for your father?

15 A. I don't believe it.  I think it was just we wer e all

16 together for a meeting, and this came up, and eve rybody

17 signed it, if I remember correctly.

18 Q. Fair enough.

19 A. I think the power of attorney thing is fairly n ew,

20 within the last eight to ten months.

21 Q. Are you familiar with the statute that requires

22 affiliate agreements be filed ten days from the d ate of

23 execution?

24 A. I was not.
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 1 Q. I'm turning back to the 07-105 Settlement Agree ment

 2 document.

 3 MR. PATCH:  Chairman Ignatius, I just

 4 have a question, before leaving the affiliate agr eements,

 5 I'm just a little confused.  I don't know if anyb ody else

 6 is.  But we have two different April 1st -- April  1st,

 7 2009 agreements in the record.  One is LRW Exhibi t 10, and

 8 that's signed by Tom, Jr. in both places.  And, t hen, we

 9 have April 1st, 2009 Affiliate Agreement between the same

10 two entities, Staff Advocate Number 9, that's sig ned by

11 different people.  So, I just want to make sure I

12 understand.  Is there some reason that that's the  case?

13 And, is that something that Staff is going to go into?  I

14 just am confused by that.

15 CHAIRMAN IGNATIUS:  And, if not, you're

16 welcome to on cross-examination.  But, if there i s a

17 simple answer to it, they have different dates.  And,

18 whether there are different signature dates, as o pposed to

19 the types of dates, if there's an easy answer to it, let's

20 hear it.  If not, you can explore that, Mr. Patch .  Well,

21 Mr. Mason, is there an easy answer to why two thi ngs are

22 typed "April 1st, 2009", but appear to be signed two

23 different years apart, or one year apart?

24 WITNESS MASON:  I don't know the answer
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 1 to that.

 2 MR. PATCH:  I mean, is one a valid

 3 agreement and the other not?  I don't -- I just a m

 4 confused.

 5 WITNESS MASON:  I think what we did is,

 6 obviously, Staff had the original one.  I think i t was

 7 kind of a work-in-progress, if I remember right, in that

 8 we were -- it was something that came up during t he period

 9 when I took over the Company, about me owning one  company

10 and doing work for the other one.  And, I believe  what

11 happened, if I remember correctly, was it was kin d of

12 going back and forth between Staff and everybody that how

13 -- how this was going to work and how it was, you  know,

14 going to be looked at, as far as in the future, l ike it is

15 today.  

16 I don't remember the answer to why there

17 were two different ones and dated differently lik e that.

18 I just -- I remember a bunch of different scenari os that

19 we wrote up and stuff like that.  And, I believe the only

20 one that we actually sent in officially was the 2 /15/10

21 one.

22 CMSR. HARRINGTON:  Excuse me, "15/10

23 one"?

24 WITNESS MASON:  Oh.  The number 10,
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 1 Exhibit 10.

 2 CHAIRMAN IGNATIUS:  Commissioner

 3 Harrington.

 4 CMSR. HARRINGTON:  You said the one that

 5 was sent in was the one "LRW Exhibit 10"?

 6 WITNESS MASON:  Correct.

 7 CMSR. HARRINGTON:  And, is the correct

 8 date on that then April -- first day of April 200 9, even

 9 though it was signed in February of 2010?  Or, is  that a

10 typo or something?

11 WITNESS MASON:  I'm not sure of the

12 answer to that, why it had that date.

13 CHAIRMAN IGNATIUS:  Mr. Patch, you can

14 inquire further later into that, if you wish.

15 MR. PATCH:  I just wanted to point that

16 out.  I don't necessarily have questions on that.   But I

17 just -- I was confused.  I didn't know if anybody  else

18 was.

19 MS. THUNBERG:  Okay.  I'm going to move

20 onto another issue, if that's acceptable?

21 CHAIRMAN IGNATIUS:  Please.

22 BY MS. THUNBERG: 

23 Q. Mr. Mason, turning back to the Settlement Agree ment in

24 07-105.
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 1 A. Uh-huh.

 2 Q. And, I'm on Page 3, and second paragraph.  Firs t

 3 sentence says "As a second component of this chan ge in

 4 management, a bi-weekly management meeting is now  in

 5 place."

 6 A. Uh-huh.

 7 Q. Can you describe or can you answer whether thos e

 8 bi-weekly management meetings still occur?

 9 A. Do they still?  No.

10 Q. Do you know when they stopped?

11 A. When my parents got, you know, got iller.  And,  they

12 were kind of hit-or-miss.  And, not that I don't talk

13 to both of them, on a daily basis, I do -- I see them.

14 So, I mean, I do try to keep them up on what's go ing on

15 with the company.

16 Q. Okay.  I'd like to move to Page 4 of the Settle ment

17 Agreement.  And, second -- well, it's the first f ull

18 paragraph, but it's the second blocked paragraph down.

19 Starts out with "As a fourth component"?

20 A. Yes.

21 Q. Do you see that?  It states that Mr. Roberge, h is time

22 will be "restructured".  Do you see that?

23 A. Uh-huh.  Yes.

24 Q. And, did Lakes Region restructure Mr. Roberge's  time?
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 1 A. Yes, we did.

 2 Q. When did this happen?

 3 A. I don't know the exact date, but it was part of  this.

 4 It was shortly after we were asked to do it.  We made

 5 an agreement on spending more time and kind of a change

 6 in pay, because he was putting in a lot more hour s.

 7 So, we kind of got -- negotiated a rate that was a

 8 little more favorable than his original one.

 9 Q. When you say a "rate that's more favorable", wa s that a

10 rate more favorable to Lakes Region Water Company ?

11 A. Yes.  

12 Q. Thank you.

13 A. Yes.  I'm sorry.

14 Q. Can you please describe the responsibilities, h ow they

15 changed from what Mr. Roberge used to do for Lake s

16 Region?

17 A. His duties used to be just lesser.  I mean, did  the --

18 he took care of the books on a monthly deal.  And , we

19 would, you know, he would go over our books from the

20 people that were in our office at the time.  What  he

21 ended up doing, as we used him more after that, t o

22 basically take care of the books and spend more t ime

23 doing reports, doing, you know, a lot of work on the

24 cases, and a lot more detail work.
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 1 Q. Okay.  You also hire Mr. St. Cyr for accounting  work,

 2 is that correct?  

 3 A. Not for accounting.  All he does, basically, is  help us

 4 here at the PUC.  And, he, right, does our annual

 5 reports.  But the majority of the detail is hande d to

 6 him by Norm Roberge, and then he puts it into a f orm

 7 and brings it here.

 8 Q. Okay.  Is there any overlap in the responsibili ties

 9 with Mr. Roberge and Mr. St. Cyr?

10 A. I don't believe so.  Very little.

11 Q. Who monitors how frequently Lakes Region should  be

12 coming in for rate relief?

13 A. Well, pretty much, since I took over, we've bee n here

14 in rate relief, looking for rate relief.  So, you  know,

15 it's been an ongoing project.  I suppose, once --  once,

16 hopefully, when we get rate relief on this case, we'll

17 look at it, we, as a group, as Norm, myself, Bob

18 Montville, I mean, Bob, that's kind of his forte is to

19 help us look to the future.

20 Q. Okay.  Has it been Mr. Roberge's responsibility  in the

21 past to monitor when Lakes Region should come in for a

22 rate case -- rate relief?

23 A. Well, he takes care of our books.  I think it's  always

24 been the Company, well, at the time my parents, b ut now
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 1 myself, feels the need to do it.  And, we work as  a

 2 company and try to come forward with it.

 3 Q. Has Mr. Roberge had any say in the creation of the

 4 Capital Improvements Plan?

 5 A. He's worked on it.  He hasn't really had any sa y in it,

 6 per se.  He has worked on putting it together.  Most of

 7 the Capital Improvement Plan has been generated b y

 8 myself and Jake Dawson.

 9 Q. And, what contributions did he make to the plan ?

10 A. He who?

11 Q. Mr. Roberge.

12 A. I couldn't tell you.  I think he just, you know , has

13 put it into a form that we brought forward.

14 Q. Okay.  Mr. Mason, in your reply testimony, you talk

15 about "resolving all but one Letter of Deficiency ".  Do

16 you recall that testimony?

17 A. Yes, I do.

18 Q. What is the status of the fifth Letter of Defic iency?

19 A. That is the Mount Roberts project.  And, what h as

20 happened at this point, we've had multiple meetin gs

21 with DES this spring, specifically, Sarah Pillsbu ry and

22 Steve Roy, in which we've kind of negotiated a Sm all

23 Well Withdrawal Permit, until, you know, for,

24 basically, a three year period, until we can figu re out
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 1 Suissevale's role in the future.  And, we've got an

 2 approval on what we've done so far, and we're on

 3 schedule, and we're proceeding ahead with it.

 4 Q. With this LOD, this Mount Roberts LOD, do you k now when

 5 it was issued?

 6 A. It's been -- I don't know the date.

 7 Q. Last couple of years, perhaps?

 8 A. Yes.  Probably, I don't know, probably two year s ago.

 9 I'm just guessing.

10 Q. Fair enough.  You mention a "outstanding admini strative

11 order that has been resolved".  Do you recall tha t

12 testimony in your reply testimony?

13 A. There was a whole bunch of administrative order s, I

14 believe, that were small issues that we resolved

15 everything, as far as I know, except for the LOD.

16 Q. Okay.  And, the Mount Roberts LOD was not assoc iated

17 with this administrative order?

18 A. I'm not sure which one you're talking about.

19 Q. I'm on Page 5, top, of your reply testimony.  B eginning

20 on Page 4, it says "The Company", -- 

21 A. Oh.  Sure.

22 Q. -- then, on Page 5, "has also resolved its only

23 outstanding" --

24 A. Where it says "Woodland Grove"?  Is that where you're
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 1 looking?

 2 Q. I'm on Page 5 of your reply testimony.  Line 1.

 3 A. I'm not sure I have that particular AO.

 4 Q. Well, you have your testimony, don't you?

 5 A. I do.  I do.  But I can't find the section yet.

 6 Q. And, I'm just on Page -- it's numbered "Page 5"  at the

 7 bottom.

 8 A. I don't have any numbers.  Oh, I'm sorry.  No, I am in

 9 the right section.  Exhibit 12.

10 CMSR. HARRINGTON:  No, it's not Exhibit

11 12.

12 WITNESS MASON:  Oh.

13 CMSR. HARRINGTON:  Six.

14 WITNESS MASON:  Six.  That's probably

15 why.  Oh, I'm sorry.

16 MS. THUNBERG:  If you don't have a copy,

17 I can get you one quickly.

18 WITNESS MASON:  No, I got it.  I got it.

19 I just didn't -- I had the wrong piece.

20 BY MS. THUNBERG: 

21 Q. I'm merely asking, there's a reference in your

22 testimony on Page 5 to an administrative order, a nd I'm

23 just trying to understand, is it a separate proje ct

24 from the Mount Roberts issue?
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 1 A. Okay.  Let me read here.

 2 Q. If you don't know, --

 3 A. I'm not sure what it was.  I know that we've sa tisfied

 4 all the -- we recently got a letter from the DES saying

 5 that we didn't have any issues, other than the LO D for

 6 Mount Roberts.

 7 Q. Do you know when this administrative order was

 8 resolved?

 9 A. I don't even know what administrative order it is.

10 Q. Okay.  All right.  In Day 1 of the testimony, t here was

11 an exhibit shown to you regarding the sentencing for

12 the Tamworth felony.  Do you remember?

13 A. Yes.

14 Q. And, we had a discussion about suspension of tw o

15 $50,000 portions of the penalty, do you remember that?

16 A. Yes, I do.

17 Q. And, would you agree that that suspension is co ntingent

18 upon compliance with DES and Commission requireme nts?

19 A. Yes.

20 Q. And, with this administrative order and the Mou nt

21 Roberts LOD, do you consider that you have been i n a

22 instance of noncompliance with DES?

23 A. No.

24 Q. Okay.  Next question is, with respect to that s uspended
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 1 portion of the fine, does Lakes Region believe th at it

 2 will -- that it has broken the condition?

 3 A. Condition of the fine?  No.

 4 Q. Does Lakes Region believe it will need to make

 5 arrangements to pay the remaining $100,000 fine?

 6 MR. RICHARDSON:  Objection.  Calls for

 7 speculation.

 8 CHAIRMAN IGNATIUS:  Well, are you asking

 9 his understanding of what the meaning of the fine  is, the

10 meaning of the condition is?

11 MS. THUNBERG:  Staff would like to know

12 whether Lakes Region has the funds available to p ay the

13 second portion of the fine, should it come due?

14 CHAIRMAN IGNATIUS:  All right.  Is there

15 any objection to that question, Mr. Richardson?

16 MR. RICHARDSON:  No.

17 BY THE WITNESS: 

18 A. It would have to pay it the same way it did the  first

19 section, which would be in $3,300 increments.

20 BY MS. THUNBERG: 

21 Q. With your understanding of the conditions aroun d the

22 suspension, and that Lakes Region has had a recen t LOD

23 and administrative order, do you have an opinion on the

24 likelihood of Lakes Region needing to pay that
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 1 $100,000?

 2 A. Zero.

 3 Q. Your opinion is "zero"?

 4 A. I'm saying -- no, I'm saying there is zero perc ent,

 5 yes.  The way that was all put together and every  else,

 6 there would have had to have been a major problem ,

 7 according to the judge, when we settled -- when w e went

 8 through this.  He wasn't, you know, he made it ve ry

 9 specific that he wasn't talking about, you know, little

10 items.  That it would have to be a major problem.

11 Q. Mr. Mason, has Lakes Region paid for all of the

12 criminal and civil legal fees associated with the

13 Tamworth incident?

14 A. Have they paid for them all?  I don't know the answer

15 to that.

16 Q. Do you know if such legal fees are in the accou nts

17 payable, the present balance of accounts payable?

18 A. I don't know.

19 Q. In your testimony, your reply testimony, on Pag e 5, you

20 discuss that Lakes Region "engages in comprehensi ve

21 planning".  Do you recall that testimony?

22 A. Yes.

23 Q. And, also, that you testified that "the problem  is not

24 a lack of planning", is that correct?

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
    86

 1 A. Yes.

 2 Q. Can you tell me when Lakes Region first engaged  in

 3 comprehensive planning with respect to its constr uction

 4 or Capital Improvement Plan?

 5 A. As long as I've been around.  You know, when I took

 6 over the Company, that was one of the first thing s I

 7 did was look at, you know, I hired a lot of peopl e, for

 8 the office, for everything.  And, we looked at ca pital

 9 improvements that were going to be needed, some t hat

10 need to be done in the future, and tried to kind of

11 rank those.  Before that, when my dad was running  it, I

12 really don't know the answer to that.  I doubt it  was

13 formal.  I imagine he had a plan in mind, but pro bably

14 not a formal -- as much as formal as I've made it .

15 Q. In 2008, in September, there was a technical se ssion

16 for the monitor -- in the monitoring phase of 07- 105.

17 Did you attend those monitoring sessions?

18 A. I believe I attended all of them.  

19 Q. And, if it was recorded in those technical sess ions in

20 September and December that "Lakes Region had no

21 construction budget yet", would you have any -- d o you

22 dispute if those statements are in the technical

23 session notes?

24 A. I don't know.
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 1 Q. In 2008, would you have had some kind of compre hensive

 2 plan for capital improvements?

 3 A. I'm sure we were working on them at that point.   We had

 4 many, many technical sessions with Staff and OCA and

 5 DES, in which we looked at all kinds of things.  What

 6 was happening, how, you know, what we were moving

 7 forward with.  At that point, I'm sure we were wo rking

 8 at coming up with something for a Capital Improve ment

 9 Plan.  But, again, at the time, we were bailing o ut of

10 a pretty tough situation, with the court problems ,

11 myself taking over the business, these meetings, and

12 multiple other, you know, issues.  So, I'm sure w e were

13 working towards that.

14 Q. And, for a construction budget, would you agree  that

15 Lakes Region would have been working towards a

16 construction budget in 2008?

17 A. At that point, I believe we were probably still  trying

18 to figure out what we needed to do.  And, not so much a

19 budget, but more of "what is the priority list on  where

20 we need to go with different projects?"  I mean,

21 there's 17 different divisions.  There's a lot of  pump

22 stations, a lot of infrastructure out there.

23 Q. In 2009, with the New Hampshire Business Financ e

24 Authority opinion on the SRF funding, and those
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 1 projects Lakes Region was proposing, were any of those

 2 projects part of this comprehensive planning, whe ther

 3 it be informal planning or formal planning?

 4 A. I'd have to look at the actual list again.  I'm  sure

 5 that, at that point -- at that point, we were loo king

 6 for projects that we thought we could get funded.

 7 There were certain projects that we knew probably  were

 8 not fundable, in 2009, like the Mount Roberts pro ject,

 9 because of the issues with the second home commun ities

10 and stuff.  So, we had picked projects that were

11 probably fundable, with guidance from DES.

12 Q. You have your testimony in front of you?

13 A. I do.

14 Q. Can I have you turn to the first page of Exhibi t D.

15 I'm just trying to refresh your recollection abou t the

16 projects.

17 A. Okay.

18 Q. Again, this is Exhibit D.

19 A. Sure.

20 Q. Page 1.  

21 A. Yes.  Yes.  

22 Q. And, you see in the bottom the starting of the list of

23 the projects?  "Echo Lake Woods", "Woodland Grove ",

24 they're underlined?
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 1 A. Yes.  Exactly.

 2 Q. Okay.  So, again, the question, with these proj ects

 3 that were subject to this $1.5 million in SRF

 4 financing, were these part of any planning, prepl anning

 5 that Lakes Region was doing?

 6 A. No.

 7 Q. Were these more reactive to DES?

 8 A. Yes.  They were a wish list.  I mean, they lite rally

 9 were, you know, a phone call from DES saying, you  know,

10 "We have all this money available for shovel-read y

11 projects.  Is there anything you would like to ad d to

12 the list?"

13 Q. Do the Board of Directors have any involvement in

14 creating any comprehensive plans?

15 A. No.

16 Q. I'm still with your reply testimony.  And, I'm in

17 Exhibit E, Page 2 of that document.

18 A. Page 2.  Okay.

19 Q. That has, under "2011 Capital Projects", it has  things

20 such as "tools" and "upgrade computers", for "$2, 500"

21 and then "$2,000".  Do you see those?

22 A. "Tools", yes.  I see "computer equipment".  Yes .

23 Q. At some point or what is Lakes Region's breakpo int,

24 between what is considered a capital project and what
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 1 is considered a routine maintenance or operating

 2 expense?  Is it something above 2,500?

 3 A. I would say that's probably right around the th reshold.

 4 Q. Okay.  With the 18 percent permanent rate that Staff

 5 witness Jayson Laflamme has proposed, would Lakes

 6 Region be able to fund any of these capital proje cts

 7 out of its revenue requirement -- or, not "revenu e

 8 requirement", but it's, I guess, the equity porti on

 9 that it would return, -- 

10 A. Yes.

11 Q. -- if it had a rate increase of 18 percent?

12 A. I doubt it, just because we have the 2011 numbe rs at

13 this point, and we're still not -- we are making a

14 profit, but not much of one.

15 Q. On Page 5 of your testimony, Line 14, it says t hat you

16 derived the -- "Mason Exhibit E shows the Company

17 prioritization of capital improvements that [were ]

18 derived from its 5-year Capital Improvement Plan. "

19 A. Right.

20 Q. And, it referenced "Exhibit F"?

21 A. Uh-huh.

22 Q. So, Exhibit F is the 5-year Capital Improvement  Plan?

23 Just seeking clarification.

24 A. Exhibit F.
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 1 Q. If it helps, Mr. Mason, Exhibit F appears to be  the

 2 START proposal?

 3 A. Yes.  Okay.

 4 Q. And, I'm looking for the Capital Improvement Pl an.

 5 And, is it that Page 1 of Exhibit E was drawn out  of

 6 Pages 2 and 3?  I'm just trying to get a sense of

 7 what's the Capital Improvement Plan?

 8 A. Well, we had a Capital Improvement Plan that we  had

 9 used during our settlement discussions this summe r.  I

10 don't know that it is here, per se.  And, I would say

11 that -- well, here's our 5-year plan.  It's actua lly

12 the two pages before it.  What was your question again?

13 Q. My question was, when -- in your testimony, and  it just

14 may be a typo, but I was trying to follow, on Pag e 5,

15 where you say that Exhibit E is the priority list ing

16 was drawn from a 5-year Capital Improvement Plan.   So,

17 I went looking for the Capital Improvement Plan a nd

18 couldn't find it in F.

19 A. Yes.  I would say it was just a typo.  It appea rs to be

20 the two pages before F.

21 Q. Okay.

22 A. "Capital Projects".

23 Q. So, Exhibit E, the second and third pages, is t he

24 5-year Capital Improvement Plan for Lakes Region?
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 1 A. Yes.

 2 Q. Okay.  Thank you.

 3 A. Obviously, that's subject to the fact that, you  know,

 4 2011 has already gone by, and a lot of these proj ects,

 5 because we're still here, have not been -- we hav en't

 6 really put it together yet.

 7 Q. Mr. Mason, when Lakes Region came in for the st ep

 8 adjustment, which we've talked in testimony that it was

 9 Docket DW 08-070, with the projects that were pro posed

10 in that step docket, were those projects part of any

11 5-year capital plan or a capital plan?

12 A. I'm not sure.  Again, we'd have to go back to w hat they

13 were.

14 Q. With respect to the Mount Roberts well developm ent,

15 that's LRW Exhibit 14, is the development that's

16 proposed in this permit application part of any

17 construction plan or capital improvement plan?

18 A. No.

19 Q. So, is it fair to say then the Capital Improvem ent

20 Plan, any official plan, has started with the 201 1

21 listing, which is attached to your testimony?

22 A. I believe so.  We, you know, we left Mount Robe rts out

23 of this whole thing, because we really have no id ea how

24 -- where we have a special contract with Suisseva le, we
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 1 don't know how this is all going to work out or

 2 whether, if Suissevale goes away, we even need Mo unt

 3 Roberts permanently.

 4 Q. Has Lakes Region done any forecasting or some k ind of

 5 plan looking at the water source needs for Paradi se

 6 Shores?

 7 A. Yes.

 8 Q. And, can you describe that?

 9 A. We did some step-tests back in 2009 on the old existing

10 well field.  We probably will repeat those this s pring,

11 because, at the time, the Company that did the --  that

12 did the report, HydroSource, said that the wells were

13 still producing a reasonable amount of water, and  that

14 we were in pretty good shape.  What we noticed la st

15 summer was that they weren't as strong as they us ed to

16 be, and that we probably should re-, you know, ch eck

17 them, you know, the two existing wells again this

18 coming spring and see the capacity.  And, that wi ll

19 determine whether, you know, whether we need to d o

20 anything different.

21 Q. Okay.  With the development of the 325,000 gall on

22 storage tank, do you recall that project?

23 A. Yes.

24 Q. Was that project part of any 5-year constructio n plan?
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 1 A. Yes.  That actually started in about 2001.  My dad at

 2 the time started to realize that, with Suissevale  on

 3 board, and the amount of building that was going on, I

 4 actually checked yesterday, and -- with our town.   And,

 5 from 2000 until 2011, there were 104 houses added  in

 6 Suissevale alone, and about 35 in the Balmoral

 7 subdivision.  So, it was growing considerably.  H e

 8 started in 2001 or '02 to look at putting in a ta nk,

 9 because we used to have 50,000 gallons of storage , and

10 he was thinking that we needed to do more storage  for

11 those particular projects -- for that project.  O f

12 course, it took till 2008 to get it on line, due to

13 issues.

14 Q. And, those issues were due to a engineer -- bad

15 engineered --

16 A. Yes.  Yes.  An engineer that we hired made a

17 calculation mistake, and, basically, the tank cra cked

18 in several places.  And, it had to be torn down a nd a

19 new one constructed.

20 Q. So, the delay wasn't attributed to Lakes Region 's

21 internal management, correct?

22 A. No.  It was over a year in court with the insur ance

23 company for the lawyer -- for the engineer.

24 Q. On Page 1 of your reply testimony I'm just look ing at
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 1 Lines 16 and through 17, and it's "(3) in need of

 2 significant non-revenue generating capital invest ment

 3 at the time they were acquired."  

 4 A. Uh-huh.

 5 Q. Do you see that sentence?

 6 A. 16, 17.  Let's see.  Yes.

 7 Q. At the time Lakes Region purchased some of thes e

 8 systems, did it prepare a capital investment plan  to

 9 address these "significant non-revenue generating

10 capital investments"?

11 A. That was before my time.

12 Q. Okay.  When you say "before [your] time", was t hat --

13 would that planning have been done by your father ?

14 A. Yes.

15 Q. And, your father is no longer a certified opera tor, is

16 that correct?

17 A. Correct.

18 Q. He relinquished his Drinking Water Operator

19 Certificate, is that correct?

20 A. Yes, he did.

21 Q. And, was that part of the Tamworth incident?

22 A. Yes, it was.

23 Q. Do you recall the testimony with Mr. St. Cyr re garding

24 the actual rate of return for 2007 being 4.12 per cent?
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 1 A. I believe so.

 2 Q. And, in connection with that 4.12 percent rate of

 3 return, would you agree that Lakes Region did not  file

 4 for a general rate increase in 2008?

 5 A. 2008?  We received -- we received new rates in 2006, I

 6 believe.  And, in 2008, we received the step incr eases

 7 through you people.  And, then, we filed in 2009,  which

 8 we withdrew because of issues with Staff.  And, t hen,

 9 we refiled in 2010 for that, for another rate cas e.

10 Q. Okay.  Would a rate of return of 4.112 [4.12 ?] cause

11 you to seek a rate -- a general rate increase?

12 A. Yes.

13 Q. But it didn't back when the 2007 actual rate of  return

14 was reported, correct?

15 A. That would have been -- we would have filed tha t in

16 2008.  And, then, we filed for our first rate inc rease

17 in 2009.  And, we also had the three step increas es

18 during 2008.

19 Q. And, did the step increases factor into Lakes R egion's

20 decision not to pursue a general rate increase af ter

21 receiving the 4.12 news?

22 A. I believe we didn't think that -- that we neede d to get

23 our step increases in place before we really knew  what

24 was going on.
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 1 Q. Understood.  Okay.  When you said "Lakes Region  filed

 2 for a rate increase in 2009", are you talking abo ut

 3 what was noted -- marked as -- what was docketed as DW

 4 09-184?

 5 A. I don't know the numbers, but I believe that's right.

 6 Q. Subject to check, okay.  Do you recall whether Lakes

 7 Region had to file for extensions of time -- 

 8 (Court reporter interruption.) 

 9 BY MS. THUNBERG: 

10 Q. Do you recall if Lakes Region had to file for

11 extensions of time to file its rate schedules?

12 A. I don't remember.

13 Q. Do you know that -- do you recall that Staff

14 recommended the Commission reject that rate filin g?

15 A. I believe that's what happened.

16 Q. Do you recall the reason Staff reject -- recomm ended

17 rejection was that Lakes Region had not completed  its

18 2008 Annual Reports?

19 A. I don't remember that.

20 Q. You don't remember that.

21 A. What I do remember was we, you know, agreed, af ter

22 talking with Staff, to wait a year.

23 Q. Mr. Mason, on Page 5 of your reply testimony, L ines 12

24 through 17, are you saying that Lakes Region's ab ility
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 1 to make capital improvements is hampered by its r ates

 2 being too low?

 3 A. Yes.  What I'm trying to say is that, because, over the

 4 latter ten years, our history has shown that we'v e

 5 never gotten our rate of return, you know, or eve n

 6 close to it, that we're not attractive to a bank or

 7 even to the -- you know, we can slide through wit h the

 8 SRF funding, but we're not attractive to anybody to

 9 give us money, because there's no -- we're just o n the

10 edge all the time.  We're barely getting enough m oney

11 to pay our bills, and that's it.

12 Q. Let me ask it a different way.  Is Lakes Region  arguing

13 that it needs rate increases prior to making capi tal

14 improvements?  

15 A. Prior to?  No.  It just needs them to go along with

16 trying to -- to get people to lend you money, you  need

17 to have that cash flow to do it.

18 Q. Are you familiar with the requirement that capi tal

19 assets, in order to be recovered in rates, need t o be

20 in service, used and useful?

21 A. Correct.

22 MS. THUNBERG:  Okay.  Staff's completed

23 its cross-examination.  Thank you very much.

24 CHAIRMAN IGNATIUS:  Thank you.  And, for
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 1 clarity, Staff Advocates, because we also have th e

 2 Non-Advocate Staff yet to go.  An order of --

 3 MS. HOLLENBERG:  I'm sorry to interrupt.

 4 We actually, the OCA, will need to go, too.  

 5 CHAIRMAN IGNATIUS:  Yes.

 6 MS. HOLLENBERG:  We just went out of

 7 order last time.  Thank you.

 8 CHAIRMAN IGNATIUS:  Yes.  The order is a

 9 little bit funny, because we have Staff Advocates  in a

10 different role than the normal Staff position and  the

11 Commission within these hearings.  So, I guess OC A would

12 be next.  And, I'll tell you, our intention is to  go until

13 12:30.

14 MS. HOLLENBERG:  Okay.  Yes.  I would

15 hope that I'm not -- I don't have more than that.   Good

16 afternoon, Mr. Mason.

17 WITNESS MASON:  Good afternoon.

18 BY MS. HOLLENBERG: 

19 Q. I'd like to ask you some questions about the Af filiate

20 Agreement that's before the Commission for approv al.

21 A. Sure.

22 Q. And, I believe that that has been marked as "LR W

23 Exhibit 10".  Do you have a copy of that before y ou?

24 A. I do.
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 1 Q. And, just to clarify, you may have testified ab out this

 2 already, but you filed this, this Affiliate Agree ment,

 3 on behalf of Lakes Region Water Company, as its

 4 president, in March of 2010.  Would you agree wit h

 5 that?

 6 A. Yes.

 7 Q. Can you explain the difference, why the dates a re

 8 different?  The date of the effectiveness in the first

 9 paragraph and the date when the document was sign ed at

10 the bottom of the Affiliate Agreement?

11 A. I can't remember, to tell you the truth, what - -

12 Q. Okay.

13 A. -- why it's like that.

14 Q. Okay.  And, you agree that you signed the Affil iate

15 Agreement on behalf of Lakes Region Water Company  and

16 on behalf of Lakes -- LRW Water Services, is that

17 correct?

18 A. Yes.

19 Q. Who drafted this document?

20 A. Huh.  I can't remember if it would have been Do n

21 Crandlemire or whether we did it in the office.  It

22 would have been either one or the other.

23 Q. The second paragraph of the agreement states "W hereas,

24 Contractor, from time to time, utilizes the emplo yees
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 1 and equipment of the Water Company for Contractor 's own

 2 purposes."  Did I read that correctly?

 3 A. Yes.  

 4 Q. When does the Contractor, or LRW Water Services ,

 5 utilize the Water Company or utility's employees and

 6 equipment?

 7 A. It's fairly rare.  Once in a while there will b e a

 8 project or something that we'll need a hand with and

 9 we'll take one of the guys, or collecting samples ,

10 that's more common.  Those are the two areas that

11 happen that way.

12 Q. So, that type of use of the water utility's emp loyees

13 and equipment would take the shape of collecting water

14 samples or what other types of activities?

15 A. Oh, might be a problem in a pump station that L RW Water

16 Service runs, and one of the guys might be in the  area,

17 so they'll pop over, check it out, see what's wro ng

18 with it.  And, you know, fix it, if he can.

19 Q. So, maintenance and repair type of services --

20 A. Correct.

21 Q. -- by the utility employees on behalf of the

22 Contractor?

23 A. Right.

24 Q. And, you said "it's fairly rare".  I guess, how  often
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 1 or how many times, hours per week, would you say,  over

 2 the course of a year that that type of -- that th e

 3 Contractor would utilize the utility's employees or

 4 equipment?

 5 A. It was more for a couple of years.  But, in the  last

 6 year or so, it's gone down considerably on both s ides,

 7 the use from one way, you know, from my -- yeah, "my"

 8 -- LRW Water Services' employees to the Water Com pany,

 9 and vice versa.  I'm going to say, you know, mayb e -- I

10 think I remember, in 2010, it being around $15,00 0

11 total, that went from -- from Services to the Wat er

12 Company.

13 Q. Thank you.  And, just to be clear, which -- can  you

14 tell me generally, how many employees does the ut ility

15 have?

16 A. The utility has -- let me see.  Just a second.  I think

17 there's eight total.

18 Q. And, what are their positions, just generally?

19 A. Everything from office help, to there's five pe ople out

20 in field.

21 Q. Okay.  So, five field workers.  And, would thos e be the

22 employees of the utility that the Contractor woul d

23 receive services from?

24 A. Right.  Correct.
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 1 Q. And, the equipment that's listed, if you turn t o the

 2 second page of the Affiliate Agreement filing, wh ich is

 3 "Appendix A", the equipment, is that listed halfw ay

 4 down that page, "Excavator (Mustang)", "Dump Truc k

 5 (2003 GMC)", "Power Mole (PD6 Plus)"?

 6 A. Yes.  That is actually -- it's changed a little  bit,

 7 but, yes, that's -- the dump truck's been replace d and

 8 the excavators are different -- well, no, that's the

 9 same.  So, just the dump truck's been replaced.  But,

10 yes, that is the list.

11 Q. And, no other equipment?

12 A. No, I don't think so.

13 Q. Okay.  Thank you.  Paragraph 3 states, "Whereas , Water

14 Company, from time to time, utilizes the employee s and

15 equipment of the Contractor for Water Company's o wn

16 purposes."  I have some similar questions with re gards

17 to this paragraph.  For instance, when does the u tility

18 use the services of the Contractor?

19 A. Very rarely lately.  For a while, we did a bunc h of the

20 leak work.  But, at this point, we've hired some new

21 people in Lakes Region in the last year and a hal f, so

22 it gives us a lot more workforce out on the groun d.

23 So, basically, the only time that LRW Water Servi ce

24 does something for Lakes Region Water is if it te nds to
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 1 be on the bigger side, with bigger equipment.  LR W has

 2 got a lot bigger equipment than Lakes does.

 3 Q. Can you give me a few examples of when bigger e quipment

 4 might be required?

 5 A. Last year, we had a line replacement that we st arted in

 6 Far Echo, in which we thought we were going to be  able

 7 to do it with Lakes Region's people and excavator .  It

 8 turned into a project with ledge removal, and,

 9 basically, a ton more work than we originally exp ected.

10 And, we ended up having to do it with two bigger

11 excavators, dump trucks, we had to haul the ledge  away.

12 It was just a large project, larger than expected .

13 Q. And, in 2010, you stated before that you've est imated

14 about $15,000 paid by the utility -- or, by the

15 Contractor to the utility under the Affiliate

16 Agreement.  For 2010, what is your sense of how m uch

17 the utility paid to the Contractor under the Affi liate

18 Agreement?

19 A. Off the top of my head, I don't know.  I knew t he other

20 number, because I had seen it the other day.

21 Q. Okay.

22 A. It's definitely readily available.  I could pro vide it

23 to you.  I don't want to say a number right now.

24 Q. Uh-huh.
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 1 A. Because I'm not sure.

 2 MS. HOLLENBERG:  May I ask for that to

 3 be provided by the Company?

 4 CHAIRMAN IGNATIUS:  The request would be

 5 for what period of time?

 6 MS. HOLLENBERG:  2010.

 7 CHAIRMAN IGNATIUS:  And, is the "15,000"

 8 number you were giving also a 2010 figure?

 9 WITNESS MASON:  Yes.  I believe so.  I

10 mean, I can do both of those numbers, to make sur e they're

11 correct.

12 CHAIRMAN IGNATIUS:  All right.  

13 WITNESS MASON:  There's no pressure.

14 CHAIRMAN IGNATIUS:  Is that acceptable,

15 Mr. Richardson?

16 MR. RICHARDSON:  I'd rather tell the

17 whole story and go all the way to 2011.  But that 's

18 fine --

19 CHAIRMAN IGNATIUS:  If you want to do

20 them separately, I think the request was for 2010 .  So,

21 why don't you do each year, 2010 and 2011.  So, t hat would

22 be Record Request 3?

23 MS. HOWARD-PIKE:  Three.

24 (Record Request 3 reserved) 
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 1 MS. HOLLENBERG:  Thank you.

 2 BY MS. HOLLENBERG: 

 3 Q. And, I mean, generally speaking, what are the t ypes of

 4 purposes that are contemplated in that paragraph,  of

 5 the "Water Company's own purposes" for use of the

 6 Contractor's equipment and employees?

 7 A. Well, a lot of times the Services Company has a  lot of

 8 specialty equipment.  And, at different times, th e

 9 utility needs those particular pieces, a roller, maybe

10 a big vibratory compactor, or maybe a concrete sa w,

11 something like that, and which the Services Compa ny

12 already owns.  So, it gets used by the utility.

13 Q. And, the Service Company, how does the Service Company

14 use the equipment that the -- this type of equipm ent

15 and its employees otherwise, when it's not servin g the

16 utility or providing services to the utility?

17 A. Oh.  We do a lot of work for towns.  We do a lo t of

18 work for Franconia, the Town of Alton.  And, we d o a

19 lot of work for subdivisions.  You know, it's a f airly

20 extensive list of equipment.  There's four big

21 excavators, there's two dump trucks, there's, you  know,

22 rollers, bulldozers.  There's, you know, a lot of

23 equipment that's out there.

24 Q. I'm sorry.  When you say you do work for the to wns and
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 1 for subdivisions, do you do similar work to what you're

 2 providing for --

 3 A. Yes.  Yes.  We specialize in, like, leak repair .

 4 Q. Uh-huh.

 5 A. We do a lot of, you know, get a phone call at 5 :00 on

 6 Saturday night to go fix a water leak in the midd le of

 7 the road, or pump stations that need repairing or

 8 replacing, pipelines.  Anything -- pretty much an ything

 9 to do with water we specialize in.

10 Q. In terms of the amount of time that you spend o ver the

11 course of a year or Lakes Region Water Services C ompany

12 spends over the course of a year servicing privat e or

13 public, other public entities, compared to the ti me it

14 services Lakes Region Water Utility, what would y ou say

15 that that makeup is?

16 A. I doubt Lakes Region makes up 5 percent.

17 Q. Okay.  Thank you.

18 A. Of course, it varies per year.  You know, one y ear, we

19 had a couple, two or three years ago, when it was

20 extensive, because we had a lot of things going o n.

21 But, typically, it's not very much.

22 Q. Thank you.  The next paragraph states "Whereas,  there

23 is an economy benefit to be derived by the Water

24 Company in sharing its personnel and equipment wi th

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
   108

 1 Contractor."  Could you tell me what that economi c

 2 benefit is?  Or, how do you --

 3 A. Yes.  I'm just --

 4 Q. What does that mean, in terms of as it's used i n this

 5 paragraph?

 6 A. I just think that, in both cases, I mean, if yo u read

 7 both of them together, it goes both ways.  That t he

 8 next line says the exact opposite, basically.  An d,

 9 what it does is, it's an agreement that helps on either

10 side.  I mean, if we need -- Lakes Region needs h elp

11 that particular day, somebody comes over from the  other

12 side and helps them.  Obviously, you know, if a b ig

13 excavator is needed, it's available right then.

14 Typically, those things aren't available.  You ca n't

15 really just call up your local sitework guy and s ay

16 "Hey, I got a leak.  And, I need to get you over here

17 with a dump truck and a big excavator right now."   So,

18 that's the benefit to the Company.

19 The opposite way is -- is simple.  It's

20 just, if they're out doing their water checks, an d they

21 check one of the pump stations, it's, obviously, more

22 economical to do that, than it is to send another

23 person to, you know, two miles away from where th is guy

24 was.  It just kind of works hand-in-hand.
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 1 Q. Thank you.  Could you look at Appendix A please , which,

 2 as I understand it, are the terms that govern the

 3 provision of services by the Water Company or the

 4 utility to the Contractor, is that correct?

 5 A. Uh-huh.  Right.

 6 Q. And, if I could just ask you about, under the h eading

 7 "compensation", --

 8 A. Uh-huh.

 9 Q. -- it indicates "Personnel including a pick-up

10 vehicle", and "cost includes employee's hourly ra te,

11 payroll taxes, employee benefits, vehicle costs

12 including fuel, maintenance, insurance and

13 depreciation."  Did I read that correctly?

14 A. Yes, you did.

15 Q. And, across from that is the -- is "$19.00 Per Hour",

16 is that correct?

17 A. Correct.

18 Q. What is the basis for that rate?

19 A. At the time, it was, you know, some figures tha t we had

20 used or kind of went through everything and neede d some

21 figures to come up with that.  I doubt -- I think  the

22 current one, the more in the $25.00 range, which we're

23 willing to, you know, we're willing to go to, at this

24 point in time, they were about 19, now I think th ey're
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 1 probably closer to 25.  I believe Norman did a re view

 2 of that within the last few months or six months,  to

 3 refigure, you know, with everything, with all the  new

 4 figures.

 5 Q. Mr. Roberge would have calculated that rate?

 6 A. Correct.

 7 Q. And, you said that was calculated presumably be fore

 8 this was filed?

 9 A. Correct.

10 Q. So, a couple years ago at least?

11 A. Three years ago, yes.

12 Q. And, do you have any sense of why some of the r ates are

13 per hour and some of them are monthly or per mont h?

14 A. Sure.  It was kind of hard to figure out.  Beca use the

15 way, as far as the per month deal is by -- for th e

16 person picking up the samples.  And, what happens  is,

17 they typically go to an area, and they will pick up all

18 the samples, whether they're Lakes Region Water's  or

19 mine.  And, it's -- it's kind of hard to figure o ut.

20 We just had to kind of come up with some sort of a

21 number, take the -- you know, what it cost us, an d then

22 kind of divide it up, and say "well, all right, w hat

23 was that actually worth?"  And, it's a hard numbe r to

24 come to, really.  And, all the -- as far as sampl es go,
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 1 they're all kind of based on a fixed charge, when  you

 2 go to pick them up.  So, there's only a certain a mount

 3 of money there to actually collect every month.

 4 Q. Has the Company -- before this affiliate agreem ent was

 5 filed, I believe you answered some questions on c ross

 6 about other versions of affiliate agreements.  An d, I'm

 7 new to the case.  So, I'm just trying to figure o ut,

 8 has the Company ever had an affiliate agreement o n file

 9 with the Commission that's been approved?

10 A. I don't believe it.  It really wasn't an issue until I

11 took over both, both sides.

12 Q. Do you know if any of the employee hours provid ed by

13 the utility to the contractor or the Service Comp any

14 includes overtime hours?

15 A. I do not.

16 Q. Has the utility ever put out bid solicitations to other

17 companies for services listed in the Affiliate

18 Agreement?

19 A. We have talked to different people.  I have nev er put

20 out a bid.  The problem being is that there are v ery

21 few people that have the capability to do what we  do,

22 as far as leaks.  It's really a hit-or-miss deal

23 whether you're going to find somebody that's got an

24 excavator available that day.  You really can't p lan
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 1 ahead for most of the projects that we do.  You k now,

 2 because they're spur of the moment, and they need  to be

 3 fixed, you know, right then, typically.

 4 Q. And, does the Company, I'm kind of skipping bac k, does

 5 the Company pay employees overtime?

 6 A. Oh, yes.  Definitely.

 7 Q. Okay.

 8 MR. RICHARDSON:  I'm sorry, could we

 9 just clarify which companies?

10 MS. HOLLENBERG:  I'm sorry.  Yes.  Sure.

11 BY MS. HOLLENBERG: 

12 Q. Does the utility pay its employees overtime?

13 A. Yeah, both of them do.  So, that was an easy qu estion.

14 Q. Okay.  During the test year, did the utility re ceive

15 money from the contractor or the Service Company for

16 managing systems that were designated as Mason, S r.

17 water systems?

18 A. I don't understand the question.

19 Q. Does the Company -- does the contractor provide

20 services for systems owned by your father, but no t

21 Lakes Region Water Company?

22 A. No, he didn't own any other systems.  He had a few

23 contracts, similar to what LRW Water Services had .

24 When, I think it was in 2008, they just got trans ferred
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 1 over to LRW Water Service completely.

 2 Q. So, they were systems that -- so, your dad unde rtook to

 3 provide services similar to the contractor servic es as

 4 the head of the utility or as an individual?

 5 A. Most of them were little, you know, little

 6 subdivisions, you know, maybe a group of 20 condo s.

 7 They still need a registered operator.

 8 Q. Uh-huh.

 9 A. And, so, there might have been, I'm just guessi ng, he

10 might have had four or five little things like th at.

11 Where he, you know, collects the samples and do t he

12 paperwork for the State, and that was about it.

13 Q. With regards to -- if I can have you look at Ap pendix B

14 please.

15 A. Okay.

16 Q. And, as you see, halfway down the page is the h eading

17 "Compensation", and there is the -- there are the  words

18 "personnel including a pick-up vehicle", and acro ss

19 from that is "$50.00 Per Hour".  Did I read that

20 correctly?

21 A. Correct.

22 Q. And, what is the basis for that rate?

23 A. That is derived basically from the rate that I charge

24 everybody.  At this point, or in the last two yea rs, we
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 1 work off a $65.00 an hour fee that we charge all the

 2 other customers that we have.  So, this was -- I tried

 3 to give Lakes Region Water a little bit of a brea k, so

 4 basically dropped it to 50.  It was an arbitrary drop

 5 to 50.

 6 Q. And, what's included in that rate, besides the vehicle,

 7 I see that, and I presume, personnel, a wage?  

 8 A. Right.  Right, the normal --

 9 Q. What else --

10 A. Basically, yes, I mean, personnel, the equipmen t, he's

11 in a pickup.  I mean, if it's something specialit y, a

12 lot of times we charge for it, if there's wear an d tear

13 on something or whatever.  But it includes the pe rson

14 and whatever equipment is normally in his pickup.

15 Q. Now, if you look -- if you look and contrast Ap pendix

16 A, there's a list of what -- of the type of -- th e

17 features of the total hourly rate.  The "cost

18 includes", and it says exactly what the cost incl udes;

19 the "employee's hourly rate, payroll taxes", etcetera?

20 A. Yes.

21 Q. We don't see similar language regarding the

22 compensation for personnel for the water contract or,

23 the contractor?

24 A. It's the same.  The same.
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 1 Q. The same basis?

 2 A. Correct.

 3 Q. The same things included?

 4 A. Uh-huh.

 5 Q. So, for the water utility, their personnel, inc luding

 6 all of those things, is $19.00 per hour, or perha ps

 7 it's in the low 20s as you indicated before, at t his

 8 point in time?

 9 A. Correct.

10 Q. And, for Lakes Region Water Services Company, i t's

11 $50.00 an hour?

12 A. Right.  And, the big difference is, Lakes Regio n Water

13 Services, the only way that they get paid is by

14 billable hours.  So, there's no money coming in, unless

15 the bill goes out by the hour to somebody.  Wheth er

16 it's Lakes Region Water or the Town of Franconia,

17 that's the way they get paid.  The difference, an d I

18 know what's coming next, the question about the $ 19.00.

19 Q. I'm glad you do.

20 A. I think, at least.  Is that the big difference there

21 is, what I understood was that we had to replace the

22 money that, in other words, make the customer who le in

23 the -- in the transaction.  Not necessarily a pro fit,

24 but to make them whole in the, you know, so the C ompany
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 1 isn't subsidizing -- the utility isn't subsidizin g the

 2 services company.  That's the way I understand.

 3 Because their hours are derived directly from rat es,

 4 they don't have any billable hours.  That, you kn ow,

 5 there's not a bill sent out to anybody every week  to

 6 pay them.

 7 Q. Do you have an analysis of the cost including, in the

 8 personnel on Appendix B, what the actual cost is of

 9 that?

10 A. Appendix B?

11 Q. I understand, from your response earlier, it so unds

12 like that's the market rate.

13 A. Right.  It is.  That's exactly what it is.

14 Q. That's what people pay.  But do you have an ana lysis of

15 what the actual cost of those services are?

16 A. No, I do not.

17 Q. Thank you.  I was curious about the language th at

18 follows the "compensation" section, where it says  "Tom

19 Mason, Jr. salary includes compensation for manag erial

20 services only."  So, does this mean that your sal ary

21 for the water utility includes only managerial se rvices

22 or your salary from the Water Services Company in cludes

23 managerial services?

24 A. I do not know when that came about.  I believe it means
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 1 that the water company, you know, for the water

 2 company, it's managerial.

 3 Q. Are you paid a salary by the water company or b y Lakes

 4 Region Water Services Company?

 5 A. By the water company.

 6 Q. Okay.  What do the "managerial services" catego ry

 7 include?

 8 A. I think it's pretty much everything.  I have ne ver

 9 billed them separately for anything.  So, I'm not

10 really sure where that wording came from or what it,

11 you know, why we added it at the time.  But, I th ink,

12 in all the years of going back and forth on this

13 agreement, we've never billed my time to the wate r

14 company.

15 Q. Okay.  So, the Water Services Company has not b illed

16 the utility for your time?  

17 A. No.

18 Q. Whether it is managerial or non-managerial?

19 A. No, it has not.

20 Q. Okay.  Thank you.  Now, your salary from the wa ter

21 company, does it -- do you also receive any other

22 benefits or compensation as a result of your work  or

23 employment by the water company?

24 A. Just health insurance.
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 1 Q. One moment please.  And, the last paragraph add resses

 2 "plowing services"?

 3 A. Right.

 4 Q. It says the rate is "$70 per hour", is that cor rect?

 5 A. Yes.

 6 Q. What is the basis for that rate?  Is that also a

 7 market-based?

 8 A. Just wear and tear -- no, it's actually just --  yes,

 9 it's market-based.  And, it's also just the extra  wear

10 and tear on a pickup plowing, especially a lot of  pump

11 stations, where they're off-road, and it's pretty

12 aggressive on a pickup.  You need a lot of repair s,

13 usually.

14 Q. Do you have an analyst of the actual cost assoc iated

15 with plowing services?

16 A. I do not.

17 Q. Thank you.  And, who performs the plowing servi ces?

18 A. One of the guys that works for LRW.

19 Q. How many employees does LRW have?

20 A. It comes and goes.  But, right now, in the wint er here,

21 we've just got a couple.  And, then, we'll end up  with

22 five or six in the summer.

23 Q. And, are you the only management employee of th at

24 company or --
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 1 A. Well, there's a guy that's been with me for 20

 2 something years.  So, he pretty much is on his ow n on

 3 that deal.  

 4 Q. Okay.

 5 A. I spend most of my time over here.

 6 Q. He's a field person, but does also --

 7 A. Yes.  Yes.  He does a lot of the planning and m eetings

 8 and things like that for them.

 9 Q. Okay.  Thank you.  A question about comparing e quipment

10 costs on Appendix A and Appendix B.  Appendix A l ists

11 an excavator at "$65.00 an hour".  And, if you tu rn to

12 the last page of the Affiliate Agreement filing,

13 Appendix B, which is continued on this page, list s the

14 costs of an excavator, either "large" at "125 per  hour"

15 or "small" at "115 per hour".  Can you explain th e

16 basis for the difference in the hourly rates?

17 A. Sure.  It's actually a size thing.  I didn't gi ve a

18 price on a mini excavator.  That's what the water

19 company has got, is like a small mini one.  And, then,

20 the two that I listed off are a 35,000 pound exca vator

21 is the small one, and the 60,000 pound one is the  big

22 one.  So, it's quite a bit, it's just sizes.  I d idn't

23 think there was any need to put the little -- the  mini

24 one, and, even though we have one, but they use t heir
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 1 own.

 2 Q. Okay.  Thank you.  How long has the utility use d the

 3 services or equipment of the Contractor?  Since w hat

 4 date, approximately?

 5 A. It's been for years they have on-and-off used t hem.  It

 6 just wasn't quite, until I ran both of them, it w asn't

 7 quite as much of an issue.

 8 Q. Uh-huh.  So, more than ten years?  

 9 A. I would bet, yes, more than ten.

10 Q. Okay.  And, how long has the Contractor used th e

11 utility's services?

12 A. Oh, probably just -- I'd have to go back and lo ok, but

13 probably just since I took over both of them.

14 Q. Okay.

15 A. I'm just guessing.  Probably just since I took over in

16 2008 or so.

17 Q. You were asked, I believe on cross-examination by

18 Staff, if you -- about a power of attorney for on e or

19 both of your parents.  And, I believe you indicat ed

20 that your sister, one or both of your sisters had  the

21 durable general power of attorney over your dad, I

22 think is what we talked about, isn't it?

23 A. Yes.

24 Q. Do you have any legal authority to act on your parents'
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 1 or your father's behalf?

 2 A. No.  No.

 3 Q. What is the -- I apologize, this is a very fund amental

 4 question, and I probably should know the answer t o it.

 5 But what is the legal structure of Lakes Region W ater

 6 Services Company?  Is it a corporation?  

 7 A. Yes.  It's a corporation.

 8 Q. Okay.  And, are you -- are there any other -- a re you a

 9 shareholder?

10 A. Yes.  It would be me and my wife.

11 Q. And your wife.  Okay.  Are you also an officer?

12 A. You had to ask me that.  I not really -- I supp ose so.

13 Q. Okay.  And, do you know if there are any other officers

14 of -- 

15 A. It's all structured around just myself and my w ife.

16 Q. Okay.

17 A. So, there's nobody else.

18 Q. Okay.  And, your sisters are -- or, your parent s are

19 the sole shareholders of the utility, and your si sters

20 are, along with your parents, are the officers of  the

21 utility, is that correct?

22 A. Yes.

23 Q. Okay.  And, do your sisters have any other role  in the

24 utility?
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 1 A. No.  No.  One lives in Maryland, the other one is

 2 local, but is a nurse.

 3 Q. Okay.  I realize -- or, just a couple of quick

 4 questions about Mount Roberts.  I think you confi rmed

 5 on cross-examination that the Company withdrew it s

 6 proposal to include the costs of purchasing that real

 7 property?

 8 A. Correct.

 9 Q. As well as the cost of putting some capital

10 improvements on that property for utility service s, is

11 that correct?  That's no longer an issue in this case?

12 A. Yes.  Right.  Exactly.

13 Q. Okay.  And, is it correct that the Company -- y our

14 parents own the Mount Roberts' property, is that

15 correct?

16 A. Yes.

17 Q. And, is it correct that the Company uses that p roperty

18 currently for utility services?

19 A. Yes, they do.

20 Q. Do you have an easement on that property?

21 A. We don't have an easement.  They just have a le tter

22 back and forth between Lakes Region and themselve s.

23 There's an easement for the pipeline going down t o the

24 street that is -- that is existing.  But that's i t.
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 1 Q. And, you would agree that, at this point in tim e, the

 2 Company is being required by the Department of

 3 Environmental Services to implement some kind of

 4 temporary measures to address source issues relat ed to

 5 the Suissevale and the Paradise Shores systems?

 6 A. Yes.

 7 Q. And, that's related to Mount Roberts?

 8 A. Correct.

 9 Q. Okay.  And, you also agree that there is a ques tion at

10 this point in time about whether Suissevale will

11 continue as a customer of Lakes Region Water Comp any,

12 the utility?

13 A. Yes.

14 Q. That they're exploring other source options at this

15 point in time?

16 A. Yes.

17 Q. Is that the reason that the fix for that source  issue

18 is being considered one of a temporary nature?

19 A. Exactly.  You know, without knowing Suissevale' s status

20 in the long run, we weren't willing to invest any  more

21 money into it, until we can figure out whether, o ne, we

22 even need it for Lakes Region Water on a permanen t

23 basis, or whether Suissevale is going to stay wit h us

24 and also needs that source.
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 1 Q. Is it fair to say then that there's no permanen t plan

 2 for the use of the Mount Roberts' property at thi s

 3 time?

 4 A. Correct.

 5 Q. A couple of questions about the criminal convic tion

 6 against -- convictions against Lakes Region Water

 7 Company.  I believe those were marked on the firs t day

 8 as "Staff Exhibit 1".  Who was -- so, they are

 9 convictions against the water utility, is that co rrect?

10 A. Correct.  Not an individual.

11 Q. And, who was in control of the water utility at  that

12 time, at the time of the actions upon which the

13 criminal convictions are based?

14 A. Thomas Mason, Senior.

15 Q. Okay.  And, was he the president of the water c ompany,

16 the water utility at that time?  

17 A. Yes, he was.

18 Q. And, how has the Company been paying the fines?

19 A. Excuse me?

20 Q. How has the Company paid the fine?  I believe i t was

21 $100,000, two $100,000 fines, with half suspended  from

22 both?

23 A. Right.

24 Q. So, for the total 100,000 non-suspended part of  the
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 1 fine, how has the Company paid for that?

 2 A. 3,300 per month is what they have been doing.

 3 Q. And, what is the source of the funds?

 4 A. It comes out of the general, general funds.

 5 Q. Is there any specific account that it comes fro m, any

 6 specific utility account or --

 7 A. I can't answer that, because I -- I know it's n ot

 8 charged off to the customer.  I know it's definit ely

 9 not anything they're paying for.  I don't know th e

10 account.  I can definitely, if you want, I can fi nd

11 that information out.

12 Q. That's okay.  Thank you.

13 MS. HOLLENBERG:  I don't have very much

14 more.  Thank you.  Just a second please.

15 (Short pause.) 

16 MS. HOLLENBERG:  May I approach the

17 witness please?

18 CHAIRMAN IGNATIUS:  Please.

19 MS. HOLLENBERG:  Thank you.

20 BY MS. HOLLENBERG: 

21 Q. Mr. Mason, you were involved in the Docket DW 0 8-070,

22 which related to the step increases that you refe renced

23 earlier on cross --

24 A. Right.  Yes.

 {DW 07-105/10-043/10-141/11-021} {03-15-12/Day 2 A .M. ONLY}



                     [WITNESS:  Mason]
   126

 1 Q. -- from Staff?

 2 A. Yep.

 3 Q. And, do you recall that the Company was audited  by the

 4 Commission Audit Staff in that case?

 5 A. Yes, I do.

 6 Q. And, do you recall that there was an issue iden tified

 7 by the Audit Staff about their difficulty with

 8 receiving and reviewing backup for the charges th at

 9 were associated with the Affiliate Agreement?

10 A. I remember there was a few things that they did n't --

11 that they had questions about.

12 Q. Just, if you wouldn't mind looking at this, thi s

13 document, would you agree, is "Lakes Region Water

14 Company, Inc., DW 08-070 Step 3 Final Audit Repor t"?  

15 A. Yes.

16 Q. And, it's dated "September 22nd, 2010"?

17 A. I agree.

18 Q. Thank you.

19 CMSR. HARRINGTON:  Excuse me, what is --

20 do we have that?  Or, is it something we don't ha ve?

21 MS. HOLLENBERG:  It isn't something that

22 you have.  I wasn't going to enter it, and to jus t get a

23 couple of sentences out of it, if I could.  Thank  you.

24 MR. RICHARDSON:  Could we, just to
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 1 clarify the record, --

 2 MS. HOLLENBERG:  Sure.

 3 MR. RICHARDSON:  -- get on the record

 4 what the test year was that that audit finding re lates to?

 5 Because I believe that's a 2007 test year case, i s that --

 6 MS. HOLLENBERG:  I wasn't in the docket,

 7 so I will defer to anyone who else might know.  I t doesn't

 8 look like it's -- it wasn't a base rate case.  So , it was

 9 a step increase outside of a base rate case.  So,  I don't

10 think it had a test year.

11 WITNESS MASON:  I think there's a series

12 of three of them, yes.  Steps.

13 BY MS. HOLLENBERG: 

14 Q. Mr. Mason, on Page 5 of that agreement, do you see the

15 heading "Affiliate Agreement"?

16 A. Yes.

17 Q. And, on Page six of this audit, I'd like to rea d the

18 Staff -- what the Staff Audit Staff wrote, and it  said:

19 "Audit did not receive or review meaningful backu p to

20 most materials and subcontractor charges."  Is th at

21 correct?

22 A. Yes.

23 Q. Okay.  Thank you.

24 A. And, in response to that, it was -- that was --  we had
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 1 never had to do anything with the affiliate agree ment

 2 before.  So, some of the stuff we learned during this

 3 process we needed to keep better track of.  And, at

 4 that point, we didn't keep as good a track as we should

 5 of of certain things, because we never had to bef ore.

 6 MS. HOLLENBERG:  One moment please.

 7 (Short pause.) 

 8 BY MS. HOLLENBERG: 

 9 Q. And, then, on Page 9 of that audit, do you see the

10 heading "Audit Issue Number 3"?

11 A. Sure.

12 Q. And, then, Page 10, do you see the heading "Aud it

13 Response"?

14 A. Yes.

15 Q. And, the last paragraph of that section, it sta tes:

16 "Audit notes that the Company stated on four occa sions

17 that a job cost was arrived at through an agreeme nt

18 "reached between the parties as a service trade",  using

19 the dollar amount a company owed LRW as a basis."

20 A. Correct.

21 Q. "Therefore, Audit considers there was no adequa te

22 support sent by the Company for these items."  Is  that

23 correct?

24 A. That's what's written there.
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 1 Q. Thank you.

 2 A. And, what that's in reference to was, a subdivi sion

 3 that was-- LRW Water Service helped do the water mains

 4 in, also was served by Lakes Region Water.  The

 5 contractor that was building the subdivision was

 6 supposed to pay for the water mains.  What ended up

 7 happening was, he ran into financial difficulties .

 8 And, what I had him do was I had him do some jobs  for

 9 us, to basically get him to pay us back.  So, we just

10 took the money, what we did is he went and he bui lt the

11 pump station, and charged me, say, $10,000 for it , and

12 I deducted that, I deducted that from what he owe d LRW,

13 and Lakes Region Water ended up with the pump sta tion.

14 That's what ended up happening.  It's a little

15 complicated, but it is a way of working out a dea l with

16 a contractor to get something out of it, rather t han

17 nothing.

18 Q. Do you agree, is that the similar basis that yo ur

19 understanding is that the current Affiliate Agree ment

20 that's before the Commission is based, that same type

21 of logic or reasoning?

22 A. No.  That was a strange coincidence that just h appened

23 to work out.  That this guy had something to offe r that

24 we could barter back and forth and get something for
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 1 Lakes Region Water and get something for -- get L RW

 2 paid off a little bit also.

 3 Q. Okay.  On cross-examination from Staff, you tal ked

 4 about or you were asked about the Company's

 5 receivables.  How does the Company determine whic h

 6 vendors to pay and when?

 7 A. Well, what we normally do is I sit down with th e

 8 payables guy, and we go through and select what i s

 9 available for money on at least a weekly basis, a nd try

10 to figure out who we need to pay.  The people, yo u

11 know, like I said, at this point, the professiona l

12 people are the ones that have been neglected.  Th e

13 regular accounts, you know, the suppliers, things  like

14 that, are all current.  The people that have real ly not

15 been paid as well as they should be are the lawye rs,

16 accountants, finance people, things like that.  A nd, a

17 lot of that money is due -- is part of this rate case. 

18 We did a breakdown during the break of payables t hat --

19 that kind of breaks that down.  I'm sure you'll g et a

20 copy of it.

21 Q. And, thank you.  I meant to say "payables", and  I said

22 "receivables".  So, I appreciate your correction.

23 A. No problem.

24 MS. HOLLENBERG:  One moment please.  I
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 1 think I'm done.

 2 (Atty. Hollenberg conferring with Mr. 

 3 Eckberg and Ms. McFarland.) 

 4 MS. HOLLENBERG:  I don't have any other

 5 questions.  Thank you.

 6 CHAIRMAN IGNATIUS:  All right.  Good

 7 timing.  It's 12:30.  Let's take a break for lunc h and

 8 give Mr. Mason a break.

 9 WITNESS MASON:  Thank you.

10 CHAIRMAN IGNATIUS:  We will return at

11 1:45 to begin.  So, if you can try and get here a t 1:30

12 and get settled, that will be very helpful.  It i s our

13 hope that we finish this case today, all of the w itnesses.

14 We still have a number to go.  And, so, please, t o the

15 extent we can keep that in mind and try and shoot  for

16 closing out of the evidence today is our hope.  T hank you.

17 (Whereupon the lunch recess was taken at 

18 12:31 p.m. and the hearing to resume 

19 under separate cover so designated as 

20 "Afternoon Session Only".) 

21

22

23

24
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