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LAKES REGION WATER COMPANY. INC. 

Petition for Chilli' .. Rate Scheclulel 

PRE-PILED TESTIMONY or JOHN SKELTON 

EXHIBIT A 

ON BEHALF OF PROPERTY OWNERS ASSOCIATION AT SUI8SEV ALE, INC. 

October 14, 2011 

BayvoWld .. d ogalUlgtioDB 

Q. PI.leltate your IWIlI .. d Iddres •• 

A. My name is 10hn Skelton. I live at 7 Matpret Lane in Billerica. Massachuaetts. My 
wife and I also own a home in Suissavale at 62 Spitr.en Avenue. 

Q. Why are you lDvolvecilD tbIs docket? 

A. I am the President of the Property Owners .Association at SuiBaevale, Inc. \pOASI',). 
POASI or "SuiBseva1e" is a large wholesale customer of Lakes Ri!gion Wrar Company 
("LR,WC"). 

Q. What Is your background .. d what are ),our quaUllcatiODB? 

A. My wife and I have been mombers of POASI aiDce 1998. I have been a member of the 
POASI Board of Directors ainoo 2003, and have served as President since 1uly 2008. I 
am a partner in the law firm of Bingham McCutchen LLP. I am residenf in the firm's 
Boston CJffice. 

Q. What Is the Property OwDen AaoclatlOD at Saisaevale, Inc.? 

A. POASI is a homeownar's association respoDSiblo for the governance of a n:sidcntial 
community named Suisscvale located in Moultonborough, New Hamplbi:e on the ahorea 
of Lake W'mniposaukee. Suisseva1e WBS first developed in the early 1960. as a seasonal 
vacation community. 'Ihere are currently 418 houses in Suissevale with 372 on the 
community water system. While the majority of members are still seuonal,. there are 
now approximately 15 year-round homes in Suissovale. 

Suissevalo is managed by the Board of Directors with the assistance of a part-time 
business manager and staff. PO~ provides varWus services to its members including 
recreational facilities such as a community beach, marina, tennis courts, and a club house 
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Plp4oll0 

At lome point, did POASI neptlate a a",Water SIlPply Ap'eeJDlIIlt with LRWC? 

Yea. In 2006. POASI DOgotiatec1 amd 4IDOQtecI with LRWe a new ,WafIJr Supply 
Asreem- A ~ of the 2006 Wate'r Supply ~ is ~ u Bxhibitl. 1be 

: Dew w.ter Supply Apeemept wis neaotiatecl in cxmaecticm witJl LRWC·s CODItructiOll 
. of-a ,375,000 ,... ... ~ l~ off.of RaDte 109. LR.W~ )Jl'OpcNI,ci the new 
st.mqe tIiak in oldar to ~ storap'lIIId i1JWIy-~ issues for t!le 'Pamdise Shores 
WldersystmD, which sinCe: ~e . .-ly 19S~W~ &WsseVtdc u a~. Atthc 
time, LRWC ~ _ 4l-iP.wwial c~ii1ri~~:~ ~d; Of COJI$Wtion from POASt 
Pumuant:1:O a 8~ '-water Contrib~on.~~t;, Sui.unale,.aped to pay to 

"LRWC $300.000-~ tfi~:.~,pf ~~f~~~~ 8tD!IIp ~contiDgart lIpOIl 
LRWC agreeiDs to a DOW ~ong-ferm :Wafer StwPly.A~t-~ P.OfecIed POASI 
IODg term with respect to,~RWC's ~t_~'F~~,water. A copy of the Wider 
Storage Contributicm,AgreoDumt is attached hIftto u EXhibit~. 

• • . '.. ". : :. .. ,'" .,~:..., ;,~. ! ..... :.~ ~ i!::"t " . ".' 

WhJ did POASI .. the-~~trIb1Itl~D In ald'Of ~~ctio.D for th,e Water Storage 
~j!=ct with a New W~ter Supply Agreement? 

:'" • '. • .... I ... • .. '"'. • '" •• : ... : •• ..: ; ..... : .. So.:·., . .. : ... '- . 

In 2Ob6 whan ptwe 'proposed COJJB1ractiq. the ~'water -storage tank aDd BOUght 
finaridal assisbmi=e "~m' POASI. UtWC'.a pps!tlon ,WIS· that CODItr\ICtiDI a 37S,000 
gallon storap tank would .uow awe 10 JerJe.lij~ iDtBcrupticm, the ~ P8l8dise 
Sb.ofes system iDto·the,mmre. This WI8'im.w~ far PO~s long-term !'Janning 
became in 2006 ~'were already over '300 4~ ~ Suiss~ on the watBr 
sptem with the ~ for some limitecI' addjticmal :growth. AIso~ because both 
Balmoml m6 ~e are pxedomiDantly ae,siDBl ~es there '. historically 
peak periods of dem8!1d during the summer m~ ~. the ~er holiday 
wecbD.ds. ~ to LRWC, the ccmstrwmon of the 31S~OOO gallon water storap 
_ which we understood axceeded thethm-DBB 'Motap !C$lultements, was designed to 
meet the lO889J'ablo supply needs for the autiie ~e shores sYstem.. Further, tho 

" W_ Storage Tank located above RDute 109 Would allow for a gravity feel system which 
was sup,gosed to provide-sUfficient pmssu:re to suiBSmIo tbro1Jlhout its entire I)'StaD. 
e1jmjn@ting 1he need for electric pumps, etc" which were then being operated by 
SuissOv81e. LRWe-a1So CommiUlld tbatit woulchep1'ac8 approximately 1000 feet of 4-
inch water linD within 1he Paradiae ShorOs system. because it ~ 'a pinch point that reduces 
water ~e impacting ~e service,to Suissevale. Because LRWC's was seeking a 
contribDtlo~' of $3PO.OOO, 'Which represented 'a 'CoBfoi' ai¥oxiulaiely $800. per household 
oii ~ 1'iat,C1' system, POMI wu only ~ing to me 'tbIt' coiiimitment if the water 

, 'stOrage taDk ~~ a JoiIg-tmn 'solution to' the wider Bupj,'ly deficiencies and 
provided a basis for"S: new loDger 1etm Water 8UpiJly Agreement between LRWe and 
Suissevale: After lengthy negotiations, during which'bOth,LRWC-and Suissevale were 
represented by counsel, LRWC and Suissevale entered into a new long-term Waf« 
Supply Agmemmrt. 
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143 Q. FrODl POMI'. perspective, what are the key tll'Dll of the Water Supply 
144 Agreement? 

14S A. The Wafer Supply Agreement set forth the terms and COnditioDB under which awe is 
146 required to B\1Pply watot to Suiascmle as an existing customer of the Paradise Shores 
147 system. It is for an initial teen of 30 yean with four S-year rarurwals. It also COD1ains a 
148 formula pUl'BUlllt to which the 8I1IluaI rate to be c1uqed to POASI over tho life of the 
149 agreement is determined and adjusted each year. That formula provides a credit based on 
ISO the con1ribution lIlIde by POASI to the cost of the water storage tank and takes into 
lSI account future capiial invcstmen1B made specifically to servo POASI as a Paradise SbORs 
IS2 customer. Tho Water Supply Agteemcmt does not require 1hat POASI obtain 111 water 
IS3 fromLWRC. 

154 Q. WU the-Water Supply Agreement lubmitted to the PUC? 

ISS A. Yes. The Water Supply Agreommt WIll also pmscmted to and approved by the PUC. A 
IS6 copy of the PUC order is attached hereto as Bxhibit 1. That wu an im,POrtant factor for 
IS7 POASI .. Because we were· making a substantial financial commitment to LRwe 
158 ($300,000) POASI wautec1 to insure that the WakJr Supply Agreement was nvined and 
IS9 Ilpproxcd by the PUC. LWRC also had an obligation under NH law,. RSA 374:18, to 

) 
160 ob1ain the Commission's approval of ibis Agreoment as a apecial contnd, which the 
161 Commission gave. In grantiug its approval to tho Water Supply Agreement, the 
162 Commission noted a number ofbencfi1s which the Agreement provided to both parties. 

. 
163 Q. Are there my other state actlo~ that have been taken with regard to POASI that 
i64 are helpful in provJc1hlg background on the isSDeI railed by this clocket? 

163 A. Yes. h also important to point out that even though POASI owns BDd is re8pOD81'ble for 
166 its water distribution system the Commission determined that it should not be coDSiderod 
167 to be a public utility. A copy of the PUC order granting POASI an exception from being 
168 deemed a water utility is attached hereto as Exhibit!. Alao attached hereto as Bxht'bit ~ 

I 

169 is a «JPY of 1110 letter from the New Hampshire Department of Environmental Services l 170 ("DES" stating that POASI is not a public water system. I . ~ 171 
j 

172 POASI's Inyolyement ill Docket and Concerns about LRWC 
i 

173 Q. Why did POASI beeoDle involved in this docket? 
I 
I 

174 A. POASI became concemed when it was notified in the spring of2010 ofLRWC's request 
175 for a rate increase which included a request for approval by the PUC for the projected 1 

~ 

176 costs of the development of additional wells on what is referred to as Mt Roberts. In its i 
177 PUC filings, LR.WC sought approval to spend approximately $1.5 million to develop f 
178 additional water supply wells on Ml Roberts, land currently owned by the LRWC I 

I 

179 shareholders. LRWC bad previously drilled test wells on the Ml Roberts property and ~ 
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-180 ! duriq the high use summer seaiOn obtaiaed approval ~ the NH DBS to use the Mt. 
181 Roberta wdIB on an emcrpDCy basis to fill the water storage 1aDk. When tbe.pmjected 
182 . $1.5 mDJicm cost was applj.~ to the 1bmmla in ~ V{.a!er sUpply. ~ the IIIUlUIl 
183 ~.~ 1ci.~~e __ tbm(do:rib1ed. 'l)at~ ~~~~ttiita:blt:?,! 1)e ~ COlt to 
184 .~~~I Ofthc' Ml :RD~,proje¢t ~. ~xacerb~~ ~ *f~~~~ LR.~'hu also sIItId 
'las ,': ~ in cmJor'tP' -w'POASIiitb$i e£teCtivef~theJi'Shbtlld"e' fs~ cJediOlllecl WIller 
)86 .' : nne" directl ' frOiD the' '~:'si(;. : . e 'fuik iowu 'R6u~'A09:~td~iSUi'sseviIe aomplel8l 
187 ' ~ t)ypriSsingLp~·Shoret· ~:! 'witbiIi Balm6fdt:Wluie~haVe Dbhouaht~ 
18t '. :·blaB'fbr tIiC cOnStrUctioD'of 8iic~. Witef lmo; thP tdM·fc)·POASlqf.ach a c1edi.cated water 
189 : 1in~:iB'Iiicet·to beiDGcess olS600 aOO. poASrDitervened hi ""-lIocQtand-...... . Y. .. ~ , ,... . ~. r .. ~--
190 iirl'otIritition conoeriiinithe}\{t;'Roberts develOjBJi=:'::':~i .' Y···· ': .. '. 

191 Q. 

192 
193 
194 . 
195 
196' 
197 
i98 
199 

200 
201 
202 
203 
204 
205 
206 

What are POASI'. co.ncer:Q,f ~ raped to the Mt. ~abertl p'reject? 
• .. ..... :" - ''''' , .. . . • • ..... . "':, : .. .. . ' ". : . -$.. 0":' 

~irIt, beC8Ule the Water Sto~ Project provided '9Vt!. 375.000 P.1ioas of stonae 
~pacity,' it waa ~ 1!»'~ 'tho 1~ ~; $Upply ~ for the Pmdiae 
Slimes ayitem.. I{ad LRwe ~ in 20061hit iii Bdchllon'to' the'sipi1icant capital 
cOniifbUtion it wu'aMlriri; for'cb~ction ofthCl watei~ge't8ilk that it aJso would be 
l~' to inveSt ~I'~f $1:'5"em an ·iidditifutii· Wi;ll ;;80_ iii the near 

.. ".. 1 • J'O .. .. ........... " -..'O . 'VffII:y 
1bture, tbare is a Vf:ty s~~V:s question. whether PQASI'w9.Uld have aped to go pay 
S3~,OOO towards the wittei~ iaQk. It may ~e"sou~t tt'~e time to explore other 
water IOmce options. . ." . "', :;, .' '. '. 

..' .. .. .... 
.. ' •• '.. .. .. I.', ., '. 

Second, POASI is also Vffr1 con=ned with the cimlmltaDcea surroua.diDg LRWC'. 
'. developmmt of the ~ Mt. Roberts pIojecc:' FOr'~~pl~ it is troub1iDg that the 
Mt Roberts'laud is not ~ by LRWe:' :Rathar:,=j£ ~ pm:bued by 1110 LRWC 
sbareholdm, aDd the circumstances of 1bat purchase were 'DOt ~ 10 a loq-1eIm 

·:stratelic or business P1al:i~j~~RWC: LRWC irt~~g¥~iJiaS tQlct'POASltbat the land 
was oiiiinall, purohase.d fOr"$2S0,OOO esseniialf{ as'~ a favor'to a fODDer LRWC . "empI6yee, . :, : " '. ..: . ' : ,;, .: . , . . _ 

. ........ . ." 
201 tbitd, assoming that additiOnal. siJurce.capa.oify for 1b,t, Piiadise' Shores B]!8tcm is needed, 
208 it appear! that there haS' DOt been a stmtegic 'Or' bti~fueS~ Ovalaation by awc of 
209 a1temative lOutc;e& that would justify the Mt Roberts prOjeot. For example, it does not 
210 appear that LRWe, either at the time of locating 1he water stoiage tank or otherwise 
211 exp10led or ~~ the p~~ntia1 location and cq~ 9f d~~opPl~t of a1temative well 
212 souroea. JDdeed; it ~·tbiit t'hD Mt. Robiica IRfut~ ·pUrc1iased prior to a foDD.al 

l 
1 
I 

i 
I 
i 
I 
! 

• 

213 evaluation of the likelihood of ~ water ~~ o~ ~~_prop.erty and ~ those I 
214 80un:eB were positioned in'SUch a mariner that thefcbi1ld {,O . drieloped for large JI 

2IS extraction wells consistent with t119 DBS set-back req\\ir~eq.ts. 

216 ~. p~ot to tlle ~ spe~~ any moni~ W~\4.~er '~uro;es or drilliDg wolls . 1 
211 ." :. ~ ~ ~.i~~? ~elopDieiit of~t; Mt R.~~.~)8jid, if sJ;1ou1d have either 1 
218 acqwred the land m ,itS o~ ,Dame or negotiated u,.d e~ec~ 'a ~onable purchaae 

. :."~: ... '2T9 . --·-~PPU~D-gi¥Iilg:n...fu~ghU~oqwti.th~ana=o~flh~ ~o, if..ir.be1ieved .. - -.-'- ~ 
220 ' 1b8fthere waS a long':1eIm need for additional water sourCes to sUpply 1he Paradise Shores , 

1 
i 
1 



221 
222 
223 
224 

225 
226 
221 
228 
22~ 
230 

231 
232 
233 
234 
235 
236 

231 
238 
239 
240 

241 Q. 
242 

243 A. 
244 
245 
246 
247 
248 
249 
250 
251 
252 
253 
254 
255 
256 
257 
258 

259 Q. 

TosdmODY oflobD SkeJIDn 
DWIO-l~1 

EXHIBIT A 

Pqe7oflO 

systan even after ccmstmcting the 375,000 gallon storage tank, LRWe ahould have 
evaluated whether there were other potential water sources that could be developed 
economically prior to commitdDg to buDding the water storap 1aDk or acquiriDa the Mt. 
RDbeds land. 

p~ while LRWe has drilled test weDs on the Mt. Roberts laud and UBeS thoae wells 
on a temporary emersency basis during the peak summer season, those wells have not 
been permitted or approved by the DBS for permanent use. and POASI UDdersbm.ds tbat 
then aro set-back Uauea given the location of the wells on the property that limit the 
ability of LRWe to permit ad devdop the wells as large extraction wells. Those aet-
back issues raise further questions as 10 the ICISOIIBblenoss oftbe"Mt. Robmts pmject. 

Fifth. it is very troubling that tho S~.5 million development request submiUed by LRWe 
to 1he PUC was based upon a purchase by LRwe of the land from the alunholdars for 
$7S0.0OO when the original purobaso price paid by the shareholders was only 
approximately 1250,000. It was not in any way a reasonablo atmS length traDBactioD. 
POASI believes that the fagt that LRWC CMIII proposed a $750,000 purchuo price 
represents a to1al disregud by LRWe for the best interest of ita CDItomers. 

Fmally, to the extent that LRWC 4id Dot have the financial resouJOeS neceasaty either to 
purchase tho Mt. RDbmts property iDitially in its own name or to egotiato a reascmable 
purchase option. that in and of itself causes POASI significant concern about the lema-
tmm financial viability oftbe utility. 

in this docket 

By letter from coUDSOl da1ed March 23, LRwe withdrew the request for a step 
inc1aso 88BOOiatccl with the Mt. Roberts project, III1d thmefore deemed it 

to further data related to Mt. Roberts. 

What are some of POMI'. concel'Dl about LRWC? 
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At 1biI point, POASI is concemed about the long-1mB _cia.l<~ility of LRwe aDd 
'ita ability ~ fqlfiU its obligidiODl umb:r thotWater Supply .Agieement at a just IDd 

'. re.iOaable pice. As noted, poAs! is'Very·~ Dftn the'.a~ons tBkIm by IAWC 
• ClOJDleCtion with the Mt. Roberta project and i1B request foi PUC'appmwl of $1.5 
milJion towarch 1he development of Mt. Roberts. POASI is also ccmcrmecl about the 

·'~'erh.anas ind r' : ..... ,. iii of t!iC D'ES in 'emmectio~ Wi~"thlpafadise Sholes water 
~' ~ . ~~iIity, fij;~itit: .~ 9th~~~;·,·tO':~ti$fy iti\ose nquircmcDts. 
P<rASI does Jiotbdieve:tbit the ~Luieiit 1niI:tiBg~ OfLRWC ~ the' ~to JIUIIJIlBe 
i1s iffairS I " terDt e1fectiVe1 iItd to·~:the~efita cuStomers," -: 

. ,~.;", : ,: " , ::, ,,~. - ;: . .. . ,"',: ':. ,' , ~ , ;~;.:,!, ~:: ,', ~ .. ::'~" , 
Eyilplfiop or.Ott.V KeeHn. 4yilAible to POABI" " .. 

JIu POASI been iva1ua~ ~~~wqp Of o~tnfngwater for lfI, members? 
• ..':. • "0 ~" •• ' ••• :' ~~ , 0 ~. ;". 

Yes. In light of., YJDOUS doc;keta an4- procee4inp beiP~'t4e'PU(l." ad POASI's 
concem abOut ~ I~ng-temi ~~&l viability of l..R.W~ ~CJ the ~Ieness ofMt 
Roberts .• eat; ... ..-.:.t.. ....... "u..-.·.. the. 'Wltter a._l_ AU-men! and: the fact that it p.tOJ &&U"""'I&IA~ WYf!~.&J r~ . .. , 
ccmtdbuted $300,000 towEd tbe-co~ Gfthe WWer·~ '~\in 2011 POASI 
began to evaluate other potential soUrces ofwater far itl membcn. 'Since the early 19908, 
When POASI Iieg~ the fiDrt Water·Supply Aireemeot with LI.tWC and shut down 
the various'low volume WDlls iocated:thto.ut'"ita' ass9Ciation fd~iprln\ POASI has 

. acquired two Iar8e'tracts of IaiId. One tract is apprO~ 19'~ 1Qcatecl ill the 
Shannon Brook ~ shed, and mother is a 44 iii:re' parcell0catt4:~ Route 109 
and Lake Wimipesaukee. Suisseva1e has since contraoted with HydtoSource Associates, 
Inc. which hU ~ a Phase 1 i.nd Pllase n ~OD of'Pol¢tial:water SOUICet on 
these parcels and neighboring land. . ", . , "-: ,, -, ' 

In addition to meeting with HydroSomce, POASI is also CUlieu.tly in c1iscussiODS with a 
water'iystem engineer conc&hiirig thii ~eilts nec6s~ JfPOABI were to proceed. 
with developing its own'wen sources,' iitmBae c&piclty, ~.inftastructure. etc. 

. .. ;. ... -

So far, $ce these proc;ee4ings' bcgm. POASI has -~ ~ ~ 'of $24,000 on 
engineering studies and toDsU1tants mfplrt ofits evaluation of ~ve sources. , . . ....... "' " .. 
When,. d~ POASI atand .with this 'ana.l1!lis of other' reaou~cea that might be 
avaJlahlet . '. 

'. ' 

290 A. HY4roSource lw completed itsP~ I ~ Phase n ~ of potential. water lourceB 
291 md bas identified several,potentialloCaticms for test wells. The llmdstep is·to drill test . 
292 wells. That,' of CQUISe, repiesen~.a iipifioant :financial. iDYestJnmrt by :po~I. Although 
293 we are hopefbl. i~ is DDt ~_ 'Y~~~r'~~se test wel1$ will,proci)q f.b.e B1I1OUDt of water 
294 necessary to serve Suiss~e. We lJ8d hOped 1bat the recent di~c1:ls;;ions among LRWe. 
29S Staff.·1!le OCA and the parties to these do,*eta Would have pravi~ed more clarity as to 
296 whether there is a viable 1bture plan for LRWC or a successor to LRWe that can fol:fill 

... _~:-=I..;RWC:s:.obligati.Omllll!d"" the Water=SuppIJ:Agreemen1;~::..:.:.::::=-...:-------· . - .. __ .. -. - . 
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Why hu POASI been looldng mto alternative water S01ll'Cel? 

EXHIBIT A 

Pap 9 otto 

POASI hu been evaluating potartial water SO~ altematives in otder to poteet the 
long-telm interest of its members. The POASI Boani Of Direcfms is COIDIDittod to 
providiDg to its members a safe, Ieliable ad cost effective Jcmg-term murce of water. It 
is obvioualy concemed about the 1000-tmm fiDanoial and lDIDIIc:rial capabilitiea of 
LRWC, including the potential for a n:ceiverahip proceediD& and 1hus LR.WC's ability to 
fuUill i1I obligations under the Water Supply Agreement . 

Baa PO.ASI made a ftIlaI deter.mmatioD OD how it should proceed with respect to 
LRWC? 

. No. POASI made a substantial fiDancial commitment to LRWC wheD it contributed over 
$300,000 toward the CODBtNction of the water storap taak. At. the time. POASI 
executed a 3Q.year Water SvppIy Agreement which included four S-year reaGWBl optioDs. 
POASI believed that by oontributing to 1he storage tank and executing the W .. Supply 
Agreemant it had secured a long-tmn and reliable water npply. It bas been 'lCtively 
involved m 1he ongoing di.scussi0ll8 to try to determine whether 1I1ere was a reaUstio lona
term viability plan for LR.Wc. At this poiDt, POASI is simply oxploriq all poteDtiaJ. 
options in order to determine how beat to ~ the inte.test of its membm. It is 
obviously con.cemecl about the mauagerial capacity and the- financial stability of LRWC. 
What happeDB in these proceedings will be important. 

CpDcluatpp 

Is. there aDytbJng clle you would like to addY 

Yea. During the period from 200S-2007,. when it contributed $300,000 toward 'the 
construction of the water storage tank and executed the new Water Supply Agreement; 
POAS! believed that it had secured a safe, reliable and economically viable source of 
watm for its'members long term. Since that time, we have become very concerned about 
the managerial competence and financial viability of LR we. The decision maldng 
associated with the Mt Roberts acquisition and its proposed development, as woll as 
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JD.IIlY of the other actions ndlected in these docbts, creates serious doubt in POASr. 
, ,imnd . u to the ~~ md stndegic planning ~ c8p~es of ~WC'8 cnurent 

,,' ':in8ni1pment aDd ~~C9inpany's finfinolal Capicoy':tQ Jiuset 1m obIiptioils under 1110 
;., WaterSupp!Y ~~~.~is'theyiidoUs~~e~ts ofthlDBS:: ' 

" ••• 0, ' ': • ~ • :~ ... : ': :: . l-: :::. .. ...... : ~,r .. . :. ;:.'':..·.l. .. . 0' 

Q. ' ': Do.'t1dsCoJJlpl~joir __ cmYI' '" ~ .' . 
.... ~ .. ' . ../ ',' .:. • .:?: "'~ • ~~~(! .~; i' · . '; ",' • • o· ' 0, . .:. .. 
A. Yes, it does. : ,: :, 
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