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PROCEEDI NGS

CHAl RMAN GETZ: Good afternoon,
everyone. W'I|l open the hearing in Docket
DW 09- 291.

On Decenber 31, 2009, Fryeburg Water
Company filed with the Comm ssion a notice of intent
to file rate schedules. On January 4th, Fryeburg
filed for approval of a rate increase with the Mine
Public Utilities Comm ssion, which was approved on
April 16th.

And on August 11th, Fryeburg filed the
results of the Maine proceeding with the Conm ssion,
along with the petition for tenporary rates.

An order of notice was issued on
August 31 and set a prehearing conference that was
hel d on Cctober 5, subsequent to which a procedural
schedul e was approved and cul mnating in a hearing
whi ch was originally set for Decenber 8th and
rescheduled to today. And I'll note that a
stipul ati on between the Conpany and Staff was fil ed
on February 3rd.

So, can we take appearances, pl ease.

MR. RI CHARDSON: Thank you, M.

Chairman. Justin R chardson, with Upton & Hatfi el d.

{DW 09-291} [Rate Hearing] {02-04-11}
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|"'m here with Jean Andrews, who's the treasurer of
t he Fryeburg Water Conpany.
CHAl RMAN GETZ: Good afternoon.
M5. THUNBERG  Good afternoon,
Comm ssi oners. Marcia Thunberg, on behalf Staff.
Wth nme today is Mark Nayl or, Jim Leni han, Doug
Brogan and Jayson LaFlamme. And for today's
presentati on, the Conpany will be calling Jean
Andrews, and Staff will be calling Mark Naylor as a
panel to present the Stipul ati on Agreenent.
You have before you on your desk the
agreed-to list of exhibits that we'd |i ke to have
mar ked for identification. And we propose that we
aut henticate themas we go through the direct
testinony, if that will be acceptable.
CHAl RMAN GETZ: That would be. So,
pl ease call your w tnesses.
MS. THUNBERG  Thank you.
(VWHEREUPQON, JEAN ANDREWS AND MARK
NAYLOR were duly sworn and cauti oned by the
Court Reporter.)

JEAN ANDREWS, SWORN

MARK NAYLOR, SWORN

M5. THUNBERG M. Chairnman, one other

{DW 09-291} [Rate Hearing] {02-04-11}
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[WITNESS PANEL: ANDREWS|NAYLOR]

note on the process for today's presentation is that
Company and Staff are going to be alternating direct
questions and friendly cross, | guess, of each
other's witnesses. And we've worked out which issues
we're going to be covering, so we'll be going back an
forth. Thank you.

CHAl RVMAN GETZ: We'll try to keep up.

MS. THUNBERG  Ckay.

MR. RICHARDSON: |'ve only got a page
and a half, so it won't be very | ong.

EXAM NATI ON

BY MR Rl CHARDSON:

Q

Ms. Andrews, could you pl ease state your nane and
your position with the Conpany, for the record.
(Ms. Andrews) My nane's Jean Andrews. | amthe
treasurer and new y-appoi nted vice-president of
Fryeburg Wat er Conpany.

And on August 10 -- or August 11th you submtted
testinmony. Are you famliar wth that?

(Ms. Andrews) Yes, | am

And do you have your exhibits there? 1'mgoing to
show you Exhibit 1, which is your prefiled testinony.
Is that testinony true and accurate, to the best of

your know edge?
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(Ms. Andrews) Yes, it is.
| believe your testinony refers to there being
approxi mately 67 custonmers. How nany custoners -- in

New Hampshire, how many custonmers are there
currently?

(Ms. Andrews) Currently, we have 62 custoners.

And why is there a change?

(Ms. Andrews) W' ve had several foreclosures and
seasonal custoners that currently are not receiving
servi ce.

Ckay. So, with that change, do you adopt that as
your testinony in this proceedi ng?

(Ms. Andrews) Yes, | do.

What | ed the Fryeburg Water Conpany to seek a rate
case, if you can summari ze?

(Ms. Andrews) Over the past three years we've had

| osses. Beginning in 2007, approximtely in $10, 000
| oss; 2008, $65,000; and '09, $57,000. This is
primarily due to our bul k water custoners not
receiving the quantities they had over the test
period -- the test-year period for the last rate
case. So our revenues are down.

And what was the test year for your |last rate case?

(Ms. Andrews) 2006.

{DW 09-291} [Rate Hearing] {02-04-11}
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Ckay. And | turn your attention to Schedul e JA-1.
And I'Il just give you the nunbers. Fair to say that
t hat schedul e shows that there was

179, 000, 000 gallons sold to Poland Springs in that
year ?

(Ms. Andrews) Yes, that's right.

And in 2009 that dropped to 86, 000, 000?

(Ms. Andrews) Yes.

Ckay. And what is the current status of the sales to
Pol and Spri ngs?

(Ms. Andrews) Vol une is up about 15 percent over | ast
year, but about 45 percent down fromthe test year.
And what percentage of the Conpany's revenues cane
fromthe Poland Springs sales during the test year?
(Ms. Andrews) During the test year, the percentage of
revenue was about 60.

And so what is it currently?

(Ms. Andrews) In 2009, it was around 40 percent.
Ckay. And what inpact has that had on the Conpany?

| think you expl ai ned already, but if you could
sunmmari ze.

(Ms. Andrews) Well, it's-- we've had a | oss three
years consecutive.

Ckay. And how does that inpact the Conpany's ability

{DW 09-291} [Rate Hearing] {02-04-11}
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to provide service to its custoner?
(Ms. Andrews) Well, we've been running a very tight
ship, and we had to -- we haven't been able to nake
very many capital inprovenents. |It's pretty nuch
just running on, you know, very thin ice here.
Ckay.
EXAM NATI ON
BY M5. THUNBERG
M. Naylor, I'd like to pick up with you and have you

Q

just state your nane and position with the Comm ssion
for the record.

(M. Naylor) Yes. M nane is Mark Naylor, and | am
the director of the Gas and Water D vision here at
the New Hanpshire Public Uilities Comm ssion.

And as the director of the Gas and Water Divi sion,
what are your general responsibilities?

(M. Naylor) I amthe director of the division. |
manage the staff and amresponsible for all the work
product prepared by staff at the Conm ssion for

wat er, sewer and gas dockets.

M. Naylor, what do you consider your area of
expertise?

(M. Naylor) | have an accounti ng background.

Have you testified before the Conm ssion prior to

{DW 09-291} [Rate Hearing] {02-04-11}
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t oday?
(M. Naylor) Yes, | have.
And has that testinony been within your area of
expertise or within your area of responsibilities at
t he Comm ssi on?
(M. Naylor) Yes. Yes to both.
And can you pl ease describe your involvement with
this particul ar docket?
(M. Naylor) 1"'ve been involved with this docket
since it was originally filed. | have conducted a
review of the Conpany's requests. | have conducted
di scovery and worked with the Conpany to devel op the
stipulation that we are presenting today.
l'd like to show you a docunent and have you identify
it for the record, please.

(Ms. Thunberg presents docunent

to the witness.)
(M. Naylor) This is a data request and response.
It's | abel ed "Request Staff 1-1," and the respondi ng
W tness was Ms. Andrews.
And when you said you conducted di scovery in this
docket, does that discovery include the docunent you
have in front of you?

(M. Naylor) Yes. Yes. And to clarify, this is a

{DW 09-291} [Rate Hearing] {02-04-11}
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10

packet of questions, not just 1-1. |It's the Staff's
set that was asked of the Conpany back in Cctober of
2010.
Thank you. M. Naylor, you nentioned that you had
wor ked on a Stipul ati on Agreenent. Do you have a
copy of what we've premarked for identification as
Exhibit 2 in front of you?
(M. Naylor) Yes, | do.
And that Stipulation Agreenment -- |'Il ask a general
question. Did you participate, or was it drafted
under you direct supervision?
(M. Naylor) Yes.
And are you aware of any changes or corrections that
need to be nade to that Stipul ati on Agreenent ?
(M. Naylor) One small correction should be nmade on
Page 7 of 11 in Section G No. 1. The word "or"
shoul d be inserted after the sem colon to nake it
clear that the choices there, one, two, or three --
one of those three actions would occur in that event.
Ms. Andrews, | have a question for you concerning
Exhi bit 2.

Did you participate in the preparation of the
Sti pul ati on Agreenent ?

(Ms. Andrews) Yes, | did.

{DW 09-291} [Rate Hearing] {02-04-11}
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11

Are you famliar with the terns of the Stipul ation
Agr eenent ?

(Ms. Andrews) Yes, | am

And is the Conpany okay with the change that M.
Nayl or has identified?

(Ms. Andrews) Yes, we are.

Thank you.

And M. Naylor, I'd |like to have you turn to
Exhibit 2, Page 9 of 11. And | direct your attention
to the paragraph entitled "Approval of Permanent
Rates.” And I'd like to get Staff's opinion as to
why it supports the proposed rate increase -- | nean
I ncrease in revenues.

(M. Naylor) Certainly. The Conpany's rate request
has been reviewed in full by the Mine Public
Uilities Commi ssion. The rate case in Mine
included all the plant, serving both in Maine and in
New Hanpshire, so that the rates that are establi shed
in that case are conpensatory to the Conpany for all
of its custoners, including New Hanpshire custoners.
And in addition to that, the Conpany has certified in
this docunent that there is no Construction Work in
Process in the rates approved in the Mine case.

M. Naylor, 1'd like to draw your attention to
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Attachnent A to the Stipul ati on Agreenent, Page 2 of
14. And there is a paragraph entitled "Revenue
Requirement."” And just |let nme know when you're

t here.

(M. Naylor) | amthere.

There's a notation of the annual operating revenues
and the increase. And with the Stipul ati on Agreenent
that the Staff and Conpany are presenting to the
Comm ssion today, is it the intent of the parties to
have the Conm ssi on approve the revenue increase
that's indicated here?

(M. Naylor) Yes, it is.

And of this revenue increase, do you have an opinion
as to the use and useful ness of any plant that was
used in calculating this nunber?

(M. Naylor) | have no concern regarding the plant,
based on the ruling of Maine Comm ssion that included
in rate base is in service and used and useful.

Now I'd i ke to turn back to Page 9 of 11 of the
Stipul ati on Agreenent to the Approval of Permanent
Rat es par agraph, and direct the question to Ms.
Andrews concerning the Septenber 29th, 2010, date
that's included there.

Ms. Andrews, could you pl ease explain how that
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date or how the Conpany proposed this date?
(Ms. Andrews) Yup. W bill quarterly, and bills were
Cct ober 1st. Meter readings in East Conway took
pl ace on Septenber 29th. So we felt that that was
t he best date to use.
Now, has the Conpany, Ms. Andrews, notified the
custoners of the potential rate increase in this
pr oceedi ng?
(Ms. Andrews) W have. W notified themon a couple
di fferent occasions.
And 1'd |i ke to show you two pages of a docunent that
we have asked to be identified -- marked for
identification as Exhibit 4 and have you identify
them for the record.

(Ms. Thunberg presents docunent

to the witness.)
(Ms. Andrews) The first letter is fromthe Fryeburg
Wat er Conpany, dated July 1st, notifying custoners of
the rate case being resolved by the Maine Public
Uilities Commssion. This was sent out to all of
our custoners, and it also notifies themthat the
case i s now before the New Hanpshire Public Utilities
Comm ssion for review W sent that to Mai ne and New

Hanpshire custoners.
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And the other is fromthe Fryeburg Water
Company, dated August. It's blank. This was a
letter to New Hanpshire custoners only notifying them
of -- excuse ne -- notifying themof the rate
i ncrease and our request, effective Cctober 1st,
2010.

And Ms. Andrews, did both of these notices get sent
out to the custoners prior to the Septenber 29th
effective date?

(Ms. Andrews) Yes, they were.

Do you have a copy of the Stipulation Agreenent in
front of you?

(Ms. Andrews) | do.

And I'd |i ke to have you turn to Attachnent B.
That's the | ast two pages of the Stipul ation
Agreenment. And |I'd |ike to ask you a general
questi on of the proposed revenue increase that's
requested in the Stipul ati on Agreenent.

How does the Conpany plan to inplenment that
revenue i ncrease anong its custoners?

(Ms. Andrews) | went through all 62 custoners and
took a ook at their readings. W would go forward
with a m nimum charge, begi nning October 1st, with

the new rate charge, the new rate, and | ook at any
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excess from Sept enber 29th through January 1st, which
woul d be billed at the newrate. And that's what
this spreadsheet here is.
Now, | notice on the far right-hand colum there's a
Recoupnent columm, and there's sonme negative nunbers.
Can you just explain whether that's sonething to be
billed and collected fromthe custoner or if it's a
refund?
(Ms. Andrews) That's a loss that the Conpany had. So
it would be billed to the custoner.
Thank you for that clarification.

|'d like to have you identify for the record
what we've asked to be marked for identification as
Exhi bit 3.
(Ms. Andrews) We have our tariff page, New Hanpshire
PUC No. 8, Page 11, Second Revision, signed by Hugh
Hasti ngs, effective January 1st, 2009. These are the
current rates being charged to New Hanpshire
custoners and the proposed, effective Septenber 29th,
2010, Fryeburg Water Conpany, PUC No. 8, Third
Revi si on, Page 11, superseding the second revised
Page 11.
And the tariff that's dated Septenber 29th, these are

t he proposed rates?

{DW 09-291} [Rate Hearing] {02-04-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ANDREWS|NAYLOR]

>

16

(Ms. Andrews) Correct.

And of the 62 custoners that the Conpany has, can you
pl ease just identify, since there are a nunber of

di fferent charges, where do those 62 custoners fall?
(Ms. Andrews) The majority of themfall -- are
quarterly-rate custoners. W do have a seasonal
custoner as well.

" msorry. You said one seasonal ?

(Ms. Andrews) Yes.

| have a coupl e questions regarding the Stipul ation
Agreenent, if you could have that in front of you.

And on the Stipulation Agreenent, Attachnent A,

Page 8 of 14, if you could turn to that.

(Ms. Andrews) |'mthere.

|'"d like to draw your attention to Paragraph I11(4),
Tariff Sheets Approved.

Now, correct ne if I'mwong. The State of
Maine -- or the Maine Public Uilities Comm ssion
approved Sheet No. 1, Sheet No. 2, Sheet No. 3 that
are listed there; is that correct?

(Ms. Andrews) That is correct.
And if | were to turn further into this attachnent,
on Page 12 of 14, 13 of 14, and 14 of 14, are these

the tariff pages that the Mai ne PUC approved?
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(Ms. Andrews) Yes, they are.

And is it -- am| correct, in that Sheet No. 2, Fifth
Revi sion, which is on Page 13 of this exhibit, this
is not a charge that the Fryeburg Water Conpany
charges in New Hanpshire? |Is that correct?

(Ms. Andrews) That is correct.

And turning to Page 14 of Attachnment A, which is
Sheet No. 3, Fourth Revision, is this also a charge
t hat does not apply in New Hanpshire?

(Ms. Andrews) That is correct.

So, of the Maine-approved tariffs, it's just Page 1,
Fifth Revision, that would apply to New Hanpshire; is
that correct?

(Ms. Andrews) Correct.

Ms. Andrews, do you have an opinion as to the just
and reasonabl eness of the rates that the Conpany

pl ans to charge? Do you consider them just and
reasonabl e?

(Ms. Andrews) Yes, | do.

And M. Naylor, do you have an opinion as to whet her
the rates that are proposed for the customers as a
result of the revenue increase are just and

r easonabl e?

(M. Naylor) Yes, | do. | believe they are just and
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reasonabl e.

MR, RI CHARDSON: Do The Comm ssioners
have a copy of the Stipul ati on Agreenent, just as |
go through asking these questions? ay. Thank you.

EXAM NATI ON

BY MR Rl CHARDSON:

Q

Jean, if you could turn to Page 4 of 11 of the

Stipulation Agreenent -- that's Exhibit 2, where it
says in Section |11, Subsection A-1l, Notice to
Custoners -- and just tell the Comm ssion what the

current practice is for providing notice when you
file in Maine for a rate increase. Wat do you
general ly do?

(Ms. Andrews) | haven't been involved in too nmany of
the rate cases. But what |'ve always done is, when
filein Maine, | like to file it with New Hanpshire
as qui ckly as possible, just so that they have the
information as well. W hear back and notify
custoners, so any intervenors can petition the PUC
And what is the -- is it the Conpany's practice to
send the notices of the Miine proceeding also to the
New Hampshire customers?

(Ms. Andrews) | have al ways done so.

And that practice will continue on this?
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(Ms. Andrews) Yes, it will.

Ckay. And then, |ooking at the next page where it
says Notice to the Conm ssion, what's your
under st andi ng of how this settl enent agreenent wll
operate, in terns of the notice that you'll provide
once you've filed in Mine?

(Ms. Andrews) The notice to New Hanpshire custoners
or to --

Well, in this case, tal king about how t he Conpany

pl ans to operate in ternms of notifying the Conm ssi on
i n New Hanpshire.

(Ms. Andrews) W will send a notice of intent.

Ckay. And then, what in general has been your
experience wth how | ong the Maine PUC takes to
review rates?

(Ms. Andrews) Again, | haven't been involved in very
many. But the | ast one took approximately three
nmont hs.

And how many proceedi ngs have you been invol ved in?
(Ms. Andrews) Two.

Two? Okay. And does that -- it's your understanding
that that's not atypical?

(Ms. Andrews) Correct.

And what typically -- do you have tenporary rates in
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Mai ne, or does the Conm ssion approve it effective as
of what date?

(Ms. Andrews) They approve it as effective -- well,
it lists the date that we requested at this point.
However, they did approve it on April 16th, effective
April 1st.

Ckay. So it's nore or less the tine of the
settlenent agreenent. That's been your experience.
(Ms. Andrews) Correct.

Ckay. And let's | ook at the next section. And this
is the Section B, Request to Change in Pernmanent
Rates. It says no |longer than 60 days after filing
its notice of intent. What is -- what's the
Company's intention for how quickly it's going to
nmove, once it's filed in Maine, with then filing its
schedul es i n New Hanpshire?

(Ms. Andrews) Well, as soon as we receive our order
of notice we'd like to file the schedul e.

But | nean, | guess what |I'msaying is, when you file
in Maine, it's your understanding that, in this
Subparagraph B, that you'll essentially take your
Maine filing and provide that to the Comm ssion in
New Hanpshire as its New Hanpshire filing?

(Ms. Andrews) Correct.
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Now, what is -- I'mgoing to skip over Cfor a
nonment, the Order of Notice, and focus on Paragraph D
on Page 6 of 11.

What does the Conpany plan to do once it
receives its M ne PUC approval ?
(Ms. Andrews) W will submt any additi onal
informati on to New Hanpshire, as well as the order
fromthe Mai ne PUC and our schedul es, as well as

proposed tariff schedul es for New Hanpshire

cust omers.
Hm hnm  And the schedul es that you'll be providing
wll actually be the ones that were approved by the
Mai ne PUC?

(Ms. Andrews) Correct.
And those differ slightly fromthe New Hanpshire
ones?
(Ms. Andrews) W hope not.
Ckay. | nean in terns of the format --
(Ms. Andrews) Onh, format. Absolutely.
-- of the information that's provided.
Ckay. And so that is the purpose behind the
wai ver provision that's in Paragraph E?
(Ms. Andrews) Correct.

And what is the Conpany's hope, in terms of how the
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New Hanpshire PUC process woul d then proceed?

(Ms. Andrews) We hope that the whole procedure wll
be stream ined, saving tine and hopefully costs
associ ated with a rate case.

But is it your understanding that this provision
provides for tenporary rates to take effect at the
Mai ne PUC rate, based on Staff recommendation?

(Ms. Andrews) Yes.

Okay. And that would be where it says -- that's

di scussed in Paragraph G on Page 7 of 117

(Ms. Andrews) Yes.

Ckay. Wiy do you think it's in the custoner's
interest to proceed in that fashion and not sinply do
a full rate case in New Hanpshire?

(Ms. Andrews) We feel that it's going to save
custoners noney, with there only being 62 custoners
in New Hanpshire. Having a full rate case can be
expensi ve.

So you think that, as a general natter, then, it
provi des benefits to the New Hanpshire custoners to
apply the Maine rate --

(Ms. Andrews) Yes.

-- as opposed to having to do a rate case and a

sur char ge?
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(Ms. Andrews) Correct.

And what -- how does that benefit the Conpany?

(Ms. Andrews) Well, it streamines the process,
saving a lot of tinme and noney. And it just gets the
rates effective, hopefully, sooner.

And why is tinme an issue?

(Ms. Andrews) Well, we're a very small conpany, and
we wear many hats. And if we're concentrating on a

| ong process, then we can't concentrate in other

ar eas.

Are you a full-tinme enpl oyee of the Conpany?

(Ms. Andrews) | ammnot full-tinme, no.

How many enpl oyees does the Conpany have?

(Ms. Andrews) Four.

Four. GCkay. And what are their responsibilities?
(Ms. Andrews) The others?

Yes.

(Ms. Andrews) W have a president, a superintendent
and an assi stant superintendent, as well as nyself.
So it's your feeling that allowng the Maine rate to
be adopted will benefit the Conpany and its custoners
by allow ng you to focus nore on essentially the core
oper ati ons?

(Ms. Andrews) Correct.
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MR. RI CHARDSON. Do you want to
proceed or ask Mark questions at this point?
M5. THUNBERG |'m prepared to ask.
MR. Rl CHARDSON:  Ckay.
EXAM NATI ON

BY M5. THUNBERG

Q

M. Naylor, with respect to the Stipul ation
Agreenent, we've got a pretty detail ed docunent here,
and |'m not asking you to go into detail and describe
every step that's in here. Jean Andrews has al ready
done sone of that. But | think it would be hel pful
to get the 10, 000-foot-1level view of, with the
process that's proposed in this docunent, and know ng
your history of being here, what is a -- if you could
pl ease descri be what is a new process and what is, in
this docunent, consistent with the old process of
handl i ng Fryeburg rate cases.

(M. Naylor) Well, I think what's new is we have put
down on paper sone of the steps that we may have
taken in previous cases, but perhaps not as cleanly
as we mght have in terns of ensuring notice to
custoners and providing the Conpany a clear structure
to use when they seek a rate proceeding. The Conpany

has indicated inits filing and in its di scussions

{DW 09-291} [Rate Hearing] {02-04-11}




© o0 ~N o o b~ w N

N RN N NN R R R R R R R R R
A W N P O ©O 0O N OO OO WDN -~ O

[WITNESS PANEL: ANDREWS|NAYLOR]

25

wth Staff its desire to streanline the process, and
we certainly agree with that. This Comm ssi on has
adopted the Maine rates in previous cases, but it
hasn't al ways been as easy as we hoped it woul d be,
and perhaps should be. The |ast case that was done,
| believe, was in '07. There's no prohibition on
Construction Work in Progress in Maine. The Conpany
had a small anmount of CWP in its rates in Mine, and
so the Comm ssion here had a much nore | engthy
review. And that ultimately generated a fair anount
of rate case expense which had to be borne by the 67
custoners here in New Hanmpshire.

So | think what we've done is to present to the
Comm ssion today a process which will streanline how
t he Conpany can seek new rates, nmake sure that we
have adequate notice to the New Hanpshire custoners
of the ongoi ng proceeding in Maine, and at the sane
time we'll open our docket here through the
acceptance of a notice of intent fromthe Conpany.
The Conpany will make its Maine filing with us here,
and we wi Il have a docket ready to receive the
Conpany's approval or final order fromthe M ne
Comm ssion and then make a recommendation on it from

that point. So it certainly should be a nuch cl eaner
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and easier process. This conpany's not a |arge
conmpany overall. | think it has about 800 or so
custoners in total. So it's inportant, | think, to

try to make this a cl eaner process and easier and
| ess expensive. So | think that's what we've
acconplished in this agreenent.

Q M. Naylor, do New Hanpshire custoners | ose any

rights under this proposal ?

A (M. Naylor) They do not. And this Comm ssion wl|

al ways retain the ability to review the Conpany's
rates as approved in Miine, to | ook at any aspect of
t he Conpany's cost structure, its operations. The
Comm ssi on does not cede any jurisdiction what soever
W th respect to Fryeburg's service in New Hanpshire.
EXAM NATI ON
BY MR Rl CHARDSON:
Q | just have a brief question for Staff, if | could.
Mark, in Paragraph G on Page 7 of 11, and then

spilling over onto 8, it says that, in the event
Staff recommends that the Comm ssion issue an order
suspendi ng the rates approved by the MPUC, Staff
agrees to recommend that the Conm ssion all ow
Fryeburg to charge the rates approved by the MPUC as

tenporary rates, subject to reconciliation or
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adj ustnent, pursuant to R S. A 378:27-29. And | was
hopi ng you could explain to nme how you see that
wor ki ng.

(M. Naylor) Well, this particular section of the
agreenent permts the Conpany to put into rates --
put into effect the rates that it's been granted in
Mai ne at the sane tine the rates are permtted to go
into effect in Maine. 1In the event that Staff were
to make a recommendati on that the Conm ssion open a
proceeding for further review, it seens only | ogical
that there would certainly be sonme basis for opening
the review. And so it nakes sense that the rates for
t he New Hanpshire custoners that have taken effect
and gone into effect be subject to nodifications.
The only way to really do that is to treat them as
tenporary rates. And so that's the purpose of this.
| think, froma practical sense, the only thing that
would really be -- excuse ne -- that's really of
significant concern for Staff is the fact that
Construction Work in Progress is not permtted in New
Hanmpshire. So that, to ne, at |east sitting here
today, that's the only thing that really causes ne a
| ot of concern, would be if they were CWPing the

rates approved in Maine. Then, that would certainly
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be the major issue that we woul d take up and
recomrend t he Conmi ssion i ssue a suspensi on order.
But this gives the Conpany the ability to put into
effect the approved rates from Maine for all of its
custoners at the sane tinme. The Conpany was
concerned about that aspect of treating all of its
custoners the sane. And so this is the approach that

we agreed on to make that happen.

Thank you.
EXAM NATI ON
BY MS. THUNBERG
M. Naylor, | have one other followup. Wth respect

Q

to having the rate increase go into effect for all of
the custoners at the sane tine, does that m nim ze
any shifting of the burden? Wuld it, | guess,

el i m nate Mai ne custoners bearing a disproportionate
anount of the revenue increase until the New
Hanpshire custoners caught up?

(M. Naylor) It certainly could. And that's really a
fairness issue that the Conpany has raised to us in
our discussions about this. They felt that the
Conpany shoul d be treating all of its custoners the
sanme way, and if there is a change in rates, that

t hat change shoul d take effect for all custoners at
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the sane tine. So we agreed with that. And from
that standpoint, that's why we included this
pr ovi si on.

M5. THUNBERG  Thank you. It appears
that we have no further questions for the panel.

CHAI RVAN GETZ: Thank you.
Comm ssi oner |gnati us.

CVMBR | GNATI US: Thank you.

| NTERROGATORI ES BY CMSR. | GNATI US:

Q

Good afternoon. Ms. Andrews, at tines there have
been i ssues with Fryeburg regarding water quality and
sone custoner service issues. Are there currently
any pending matters with the environnental regul ators
in either Maine or New Hanpshire, as far as you know?
(Ms. Andrews) No, there are not.

And how about any open custoner issues that are being
| ooked at by either of the two jurisdictions?

(Ms. Andrews) No, there are not.

Assum ng this settlenent i s approved, the Conpany
woul d still file an annual report with the New
Hanpshi re PUC?

(Ms. Andrews) That's correct.

And it would still be subject to the New Hanpshire

assessnent ?
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(Ms. Andrews) Yes.

M. Naylor, a question about the waiver provisions on
Page 6 of the Stipul ation Agreenment, Exhibit 2. The
docunment lists a nunber of our adm nistrative rules
to be wai ved because there are simlar provisions in
Mai ne, and it would be -- you'll get to the sane
informati on with Mai ne docunments and not require
duplicative filings in New Hanpshire; correct?

(M. Naylor) That's correct.

Sonetinmes our administrative rules reference
statutory requirenents as well as admnistrative
rules that we've created to further inplenent
statutory requirenents; correct?

(M. Naylor) Yes, that's correct.

Have you | ooked to see if any of the things through
whi ch wai ver is being sought are actually statutory
requi renents which we don't have the authority to
wai ve?

(M. Naylor) Yes, we certainly went through all of
the admnistrative rules. | don't recall anything
inplicated with respect to statutes. Seens |ike the
bi ggest burden to bring together this stipulation was
the anti- -- the so-called anti-CWP provision. But

in reviewng the orders issued in Maine, the
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standards appear to be pretty nuch the sanme, in terns
of how we | ook at rate base and used and useful
standard. Expenses are treated very simlarly, in
terms of what's allowed in and what's not and what
ki nd of pro forma adjustnents can be nade. So |

don't think we have any issues there that are of
concer n.

Ms. Andrews, one other thing | wanted to check with
you on. If you'd look at Exhibit 3, which is the
proposed new tariff, and conpare it to the existing
tariff. Do you have those?

(Ms. Andrews) | do.

There are a couple of things that | wonder if they're
typos, and make sure if they are, they're cleaned up
before they're fil ed.

If you ook at the quarterly rates in the top
bl ock of the proposed rates, for over 72,000 cubic
feet per quarter, the nunber is .779; in the two
bl ocks below it's just .79. Should it be .79?

(Ms. Andrews) No. And we brought that up. It was
i nvesti gat ed, because we caught that as well.

What happened in the Maine PUC case is, at the

| ast m nute, the public advocate wanted to take

$10, 000 of f the requested increase. And in order to
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acconplish that, Ml colmHorton, our auditor at the
time, cane up with these figures. Unfortunately, he
is no longer with us to get naybe sone nore
docunentati on on how he did that. But it has been
doubl e- checked, and his notes have been

doubl e-checked, and that is correct.

Ckay. That's fine. So that's correct.

And then the very bottomline on that proposed
sheet has the 6-inch-pipe neter size going down
conpared to the current rates, when every ot her
nunber on the sheet seens to go up. So | wondered if
that was intentional or a typographical error. Do
you see the $686.35 on the proposed? Conpare that to
$759.72 in the existing.

That, too, was questioned, and it was -- again, it
was believed to have been just, w thout having M.
Horton here to answer that for us. But that was
questioned. W don't have -- | think we have one
custoner with a 6-inch.

The nonthly charge is proposed to be just under $300.
(Ms. Andrews) 298.45. Yes.

So | would assune the quarterly charge would be just
under $900.

(Ms. Andrews) That woul d make sense.
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You m ght just doubl e-check --
(Ms. Andrews) Yeah.
-- and if there needs to be a revision to the tariff
sheet, have that submtted so there's no confusion.
Thank you.
(Ms. Andrews) Thank you

CHAI RMAN GETZ: | think that can be

done as a conpliance matter.

| NTERROGATORI ES BY CHAI RVAN GETZ:

Q

Just a couple of questions, M. Andrews.

If I do nmy math correctly, it looks like the
East Conway custoners are 7 to 8 percent of the
Fryeburg custoners overall. Does that sound about
ri ght?
(Ms. Andrews) Sounds about right.
And are all of the custoners in East Conway
residential ?
(Ms. Andrews) The mmjority, yes. W have a couple
busi nesses and one farm
And | assune in the Fryeburg, Maine custoner base,
there's nore business and industry and comrerci al
custoners?
(Ms. Andrews) Yes, there are.

Is it likely that the revenues in the -- or usage in
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East Conway is |less than 7 percent overall?
(Ms. Andrews) It is.
All right. That's all | have.
|s there anything else for the wi tnesses?
MS. THUNBERG None.
MR. RICHARDSON: | had one fol |l ow up
question in response to a question rai sed by
Comm ssioner Amdon [sic]. And it's alnobst as nmuch a
statenment as a question, but I'Il pose it to the
W t ness.

EXAM NATI ON

BY MR Rl CHARDSON:

Q

On Page 8 of the settlenment agreenent, you see where
Section VIIl is -- Section H, the |last sentence in
the first paragraph, says that, in the event that the
effective date of any change in rates approved by the
MPUC does not conply with notice requirenents under
New Hanpshire |law or this agreenent, Fryeburg shal
revise the effective date of its New Hanpshire tariff
schedul es accordi ngly.

And so ny question, for actually both w tnesses,
is that this agreenment is really intended to use the
initial order of notice in order to neet the

statutory notice requirenents; would you agree with
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t hat ?
(Ms. Andrews) Did you say Page 87
Page 8 of 11. And it's in Paragraph H

(Wtness reviews docunent.)
(Ms. Andrews) Yes, that's ny understandi ng.
(M. Naylor) Yes, | agree.

CHAI RVAN GETZ: Gkay. Thank you. |
take it there's nothing further for the w tnesses, so
you' re excused. Thank you.

(WHEREUPON t he wi t nesses were

excused. )

CHAI RMAN GETZ: | note that the
exhibits were marked for identification as described
by counsel. Any objections to striking
identifications and admtting theminto evidence?

MS. THUNBERG None.

MR. RI CHARDSON: None.

CHAI RVAN GETZ: They'll be admtted
i nto evi dence.

(WHEREUPON exhi bits marked for

identification now admtted i nto evidence.)

CHAl RVAN GETZ: So, opportunity for
cl osi ngs.

M5. THUNBERG  Thank you,
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Comm ssioners, for your consideration of the proposal
t oday.

I n I ooking back at the prior rate
cases of this Conpany, just to give a summary, back
in 1976, the Conpany sought a rate increase and did
not seek rate case expenses. Six years later, in
1982, there was another rate case; again, no rate
case expenses. And in both of those cases, '76 and
'82, the Comm ssion appeared to have just adopted the
Maine rates with a streaniined review in New
Hanpshire.

There was another rate case in 1989.
again, it was streanlined; no rate case expenses. In
1992, there was a rate case that had no expenses.
couldn't discern whether it was as streanlined as the
prior rate cases. And a couple nore, just to
continue. In 2000, there was a rate review, and the
Conpany expressly agreed not to recover rate case
expenses. The anomaly is, as Conm ssioner |gnatius
alluded to, in 19 -- in 2007, rather, there was a
water-quality issue. And that rate case was deal i ng
with water-quality issues at the tine. There were --
al so, there was a CWP issue and there were rate case

expenses incurred. But |ooking at the history of
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this Conpany and how the Conmm ssion has treated it in
the past, it's been nore of a stream i ned process.

So, with this particular case, Staff and the Conpany
t hought it would be best to let's expressly identify
what that stream ine process should be and put it in
a docunent. So that was the genesis of the proposal
that you have before you, is to just docunent what
has happened in the past.

So, going forward, | know Ms. Andrews
testified the benefits of the custoners and the
benefit to the Conpany are reduced costs for both the
Company and rate case expense for the custoners.
Staff supports this. Staff has thoroughly
reviewed -- even though this particular rate case
proceedi ng was nore of a streanmlined nature, it
t hor oughly revi ewed what occurred in Maine and is
confortable with the revenue requirenent adopted
there. It is less than what the Conpany proposed
initially, and Staff is confortable wth how that
revenue requirenent is allocated to the custoners.
And with that, we respectfully request you approve
the Stipul ati on Agreenent today. Thank you.

CHAl RMAN GETZ: Thank you.

M. Ri chardson.
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MR. RI CHARDSON: Thank you, M.
Chairman. | really haven't prepared nuch of a
closing statenent. But 1'd just like to briefly say
t hat the Conpany appreciates the Conm ssion's review
and Staff's review in this case.

Cbvi ously, the Conpany has | ost nobney
in the three years of 2009, 2008 and 2007. And it's
inportant, if you're going to run a water conpany and
provide the quality of water that people expect, that
you're also entitled to a reasonabl e return upon the
investnent. And so this agreenent acconplishes that,
interms of a rate case. And | think that's good,
and | think that the Conpany has really done a lot to
hel p both its Maine custoners and its New Hanpshire
custoners. &oing forward, | think that that's the
real interesting part in all of this.

And, of course, as you know, we cane
into this proceedi ng asking for an open-ended,
essentially, authority to charge the Mai ne rates.

But we kept an open mnd, and we canme up with a
process that we think operates within the confines of
New Hanmpshire law and really provides a trenendous
benefit. | nmean, it puts -- this case and this

agreenent are unusual, in that it really puts both
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the Conpany and its custoners in the same shoes,
because the custoners in Maine are really receiving a
benefit fromthe Maine rate review and the Conpany's
W | lingness to charge those rates, because what --
you know, what they're getting is essentially the
rates that are approved, the rates that are just and
reasonable. The difference between Miine rates and
New Hanpshire rates hasn't been all that great in the
past. And so what we're -- it sounds |like a cliche

for a conpany to say that this is in its custoner's

best interests. But in this case, | really think it
IS, because those 62 custoners now -- used to be
67 -- are really there and are being served not

because it's in Fryeburg Water's financi al best
interest to do that. It's really a historical
accident. |If you go back and | ook at the history,

t he Conpany's source of supply was a reservoir that
was i n East Conway. That reservoir was di scontinued,
and t he Conpany continued to serve them O course,
t he geography and the econom cs of water systens
bei ng what they are -- you know, we're not a | arge
custonmer. It's very difficult to operate in a

di stinct regulatory environnent with only 60 or 70

custoners that you can anortize the regul atory
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expenses over.

So what this will allow the New
Hanpshire custoners to do is to receive the benefit
of essentially a very simlar rate review. And it
all ows the Conpany to benefit because it can take all
the resources that it would spend getti ng New
Hanpshire rates approved and goi ng through a ful
rate case and use those to focus on its core
operations. It obviously has a very small staff.

Ms. Andrews is part-tine.

And so what we end up with is really
the best of both worlds. And we think that we have
gone through and we've net all the requirenents for
notice that are statutorily based. W | ooked very
hard at 378:3. And what we did in order to neet that
requi renent was we had the Conpany submt its
schedul es in Maine as part of its New Hanpshire
filing, nore or |less sinultaneously. And then
there's an order of notice that gets issued. And
that order of notice will be issued by this
Comm ssion, and it will be served by the Conpany. So
everyone will have know edge of what's happeni ng, and
they' Il have the | egal notice of the rate request

that's been made. At that point, this Comm ssion
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w ||l have the opportunity to conduct its own

i nvestigation, and the Conpany will continue to
respond to any i nformation request, as any regul ated
utility woul d.

What wil|l happen is, once the Mine
rates are approved, using that prior order of notice
that was served on the New Hanpshire custoners, it
wll then nove very quickly to sone formof a
settlenment, either through quick issues through a
suspensi on order; or, if the Staff is inclined to
reconmend it -- and they don't have to. They're free
to recommend whatever they would |i ke to under New
Hanpshire law -- they' ||l cone out with that
recomendati on to sinply adopt the Maine rate, which
we think is what's going to happen. So, in effect,
fromthe outside, froma custoner's perspective, this
settl enment agreenent is going to | ook and feel just
li ke a regular rate case. They're going to receive
an order of notice. |It's going to tell themthat
they can provide comments to this Conm ssion. Staff
can consider those. This Comm ssion can consider
those. Once the Mai ne approval is known, we're going
to nove hopefully fairly quickly, and we hope that

we'll have rates that natch what New Hanpshire | aw
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requires so that they can be inplenented on a
Company-w de basis. Ad that's really what the
obj ective is here. And we hope that in review ng
this you'll reach the sane conclusions. Thank you.
CHAI RMAN GETZ: Al right. Thank you.
W will close the hearing and take the matter under
advi senent .
(WHEREUPON, the hearing was adjourned
at 2:55 p.m)
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