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PROCEEDI NGS

CHAl RAMOVAN MARTIN:  We're here this
nmor ni ng i n Docket DW 20-071 and Dw 20-091,
whi ch have been consolidated for a hearing
regardi ng the Atkinson Area WAst ewater
Recycling, |Incorporated request for change in
rates and to approve the transfer of
owner shi p.

Let's start by taking appearances.
And M. Augeri.

MR, AUGERI : Thank you, Madam
Chai rwoman. Tony Augeri for Atkinson Area
Wast ewat er Recycling, Inc.

CHAl RAMOVAN MARTIN: Al right.

Thank you.

And Ms. Schwar zer.

MS. SCHWARZER: Good nor ni ng, Madam
Chairwoman. |'m Mary Schwarzer. |'ma staff

attorney with the Departnent of Energy.

CHAl RWOVAN MARTIN: Al right.
Thank you, Ms. Schwar zer.

And for prelimnary matters, | have
Exhibits 1 through 7 prefiled and prenarked

for identification. Do we have any ot her
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prelimnary matters?

M5. SCHWARZER: There's one matter,
Madam Chai rwoman. The Conpany has filed an
updat ed Hearing Exhibit No. 7, filed
yesterday. And you can tell that it's the
nost recent one because it has a footer on
the | ower bottom pages that shows the docket
nunber and the order adopting the original
tariff.

CHAl RAMOVAN MARTI N: Ckay. Thank
you for pointing that out for the record.
And | did see that. So we wll be relying on
t hat updated Exhibit 7.

Anyt hi ng el se before we have the
W t nesses sworn in?

[ No verbal response]

CHAI RWOVAN MARTIN:  And are we
taking all of the wtnesses as one panel ?

MR AUGERI: W are, Madam
Chai r woman.

CHAl RWOVAN MARTI N Ckay.
Excel l ent .

M. Augeri, were you trying to say

sonet hi ng?
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MR AUCERI: | was just going -- |
was, but you beat ne to the punch. So...
CHAl RAMOVAN MARTIN: Al right.
Then let's get the panel sworn in, please,
Ms. Robi das.
(VWHEREUPQON, STEPHEN P. ST. CYR, JOHN
SULLI VAN, JAYSON LAFLAMVE, AND JOSHUA
MANNI NG were duly sworn and cauti oned by
t he Court Reporter.)
STEPHEN P. ST. CYR, SWORN
JOHN SULLI VAN, SWORN
JAYSON LAFLAMVE, SVORN
JOSHUA MANNI NG SWORN
CHAI RWOVAN MARTI N: For counsel ,
Ms. Schwarzer -- or M. Augeri, are you going
to be first?
MR AUGERI: | believe the
Conpany -- we've decided the Conpany wll go
first. So |l wll proceed, if it pleases the
Conm ssi on.
CHAI RAMOVAN MARTI N: Excel | ent.
Thank you. Go ahead.
MR AUGERI: Thank you. W're here

on two consol i dat ed dockets, Docket
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DW 20-071, which is the rate case filed by

t he Conpany; al so we have conbined into this
settl enent hearing Docket 20-091, which is

t he Conpany's petition to transfer ownership
together. Both of those dockets during this
process reached settlenent with what was
formerly Staff, now the Departnment of Energy.

As regarding the rate case, that
was based on the 2019 test year. The Conpany
subm ssion initially showed a revenue
defi ci ency.

The notices -- | did want to bring
up one issue. Not really an issue, but just
to point out for the Conmm ssion's benefit.
Currently there is one single custoner.

There were a nunber of notice requirenents

t hroughout both dockets that required
publication of a notice on the Conpany's web
site. Currently, although under

construction, there is not a web site for the
Conpany. But currently there is only a
single custonmer. To resolve that, the
Conmpany sent both el ectronic copies of all

notices, as well as hand-delivered all
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

notices to the single custoner, which is a
corporation, Atkinson Concessions, Inc. So |
just wanted to point that out for the

Commi ssion as part of this process.

Under bot h dockets, during the
procedural schedule there were three sets of
data requests conducted. Technical sessions
took place. And in fact, there were
t echni cal session data requests that
followed. After the conpletion of the
procedural schedule in both natters, the
parties reached a settlenent both on the
rates and on the transfer of ownership for
t he Conpany. The settl ement docunents that
have been submitted to the Conmm ssion were,
one could say, a "labor of love" in
cooperation with counsel for the Departnent
of Energy, and it reflects the terns of the
settlenent that was reached between the
settling parties. The exhibits reflect not
only filed copies, but there are redactions
and confidential filings you will notice as
well for the first three subm ssions.

So there's a Settl ement Agreenent,
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

a redacted version of the Settl enent
Agreenent, copies of data requests, copies of
t he redacted confidential data requests, and
then the tariff, which was also -- the
parties reached settlenent on revisions to
the tariff terns. That is what is currently
reflected as Exhibits 1 through 7 that have
been submtted by the settling parties to the
Conmi ssi on.

So with that, unless the Conmm ssion
had any further questions on the background
of both matters, the Conpany would wi sh to
proceed with witness testinony.

CHAl RMOVAN MARTIN:  Go right ahead,
unl ess, Ms. Schwarzer, you'd |like to be heard
w th an openi ng.

MS. SCHWARZER: Thank you, Madam
Chai rwoman. It occurs to ne that there was a
confidential matter that cane to the
Conpany's attention after the settl enent was
filed and is not directly addressed in the
settl enent section dealing with the
confi dential notions.

Attorney Augeri, | believe that
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

10

woul d be the tax information that's included
in the data response for 20-071. And I
wanted to put it on the record and be cl ear
there is a pending notion for confidenti al
treatnment, and the Departnent of Energy
agrees that that infornmation should be kept
confidential. So | just wanted to nake that
explicit.

CHAl RA\MOVAN MARTIN:  Ckay. Is the
tax, the newly discovered tax information
covered al ready addressed and raised in that
nmotion for confidential treatnent, or does it
requi re sonet hing addi ti onal ?

MR AUGERI: Madam Chai rwoman, it
shoul d not require anything additional. It
was a notion that was pendi ng before the
Conmi ssi on.

CHAl RAOVAN MARTI N Ckay. Al
right then. And everyone is aware that, to
the extent you need to refer to confidenti al
information, first, attenpt to do so by
identifying it in the record and w t hout
stating it. And if you absolutely nust speak

the confidential information, please |let ne




[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

1 know bef ore doi ng so.

2 Ckay. GCGo ahead with w tness

3 t esti nony.

4 MR AUGERI: Thank you. The

5 Conmpany would like to begin with Stephen P.

6 St. Cyr. Should we doubl e-check to nake

7 sure -- Steve, can you hear us?

8 W TNESS ST. CYR  Yes, | can.

9 Thank you.

10 DI RECT EXAM NATI ON

11 BY MR AUGERI :

12| Q Geat. Steve, if you could state your nane
13 and busi ness for the record, please.

14| A (St. Cr) My nanme is Stephen P. St. Cyr. 1I'm
15 t he owner and principal of Stephen P. St. Cyr
16 & Associ at es.

171 Q And can you pl ease provide your area of

18 expertise?

19| A (St. Cyr) My area of expertise is accounting,
20 t ax managenent and regulatory matters

21 primarily for utilities, and specifically for
22 wat er and sewer conpani es.

23| Q Coul d you pl ease explain your invol verment

24 with the rate proceeding.

11
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

(St. Cyr) Yes. The Conpany hired ne to
prepare the rate case schedul es, to provide
testi nony on those schedul es, and to provide
i nput and oversi ght on the proceeding as a
whol e.

And are you famliar wth the Conpany's rate
filing, the remainder of the rate filing in

t his docket ?

(St. Cyr) Yes.

Are you famliar with the revisions to the
Conmpany's tariff that are being sought?

(St. Cyr) Yes, | am

All right. And are you aware of any materi al
changes or corrections that need to be nade
to the Conpany's filing, including your

testi nony?

(St. Cyr) No.

And can you pl ease descri be how t he Conpany
notified custoners of the rate case?

(St. Cyr) Well, the Conmpany has just the one
cust oner, Atkinson Concessions, Inc. And the
Conmpany el ectronically and hand-delivered the
notice to that one custoner.

Thank you.

12
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

Turn your attention to billing and the
tariff. How often does the Conpany bill its
current custoner?

(St. Cyr) Currently bills nonthly.

Ckay. Were there changes to the Conpany's
tariff that the settling parties agreed to?
(St. Cyr) Yes. First of all, the Conpany's
billing is sent by the water conpany,

Hanpst ead Area Water Conpany, or commonly
referred to as "HAWC." The Conpany's current
tariff indicates that it should be billing
quarterly. HAW, as a result of its | ast
rate case in 2017, Docket DW17-118, you
know, inadvertently began to bill the one
custoner on a nonthly basis. Again, that one
custoner is Atkinson Concession, Inc, and
it's arelated party. The proposed tariff
revi sions include a change fromquarterly to
nmonthly billing and sets forth a provision
where the water conpany is allowed to bill

t he sewer conpany's custoners.

Ckay. And just for clarification, was that

t he 2017 rate case, or was that back in 2008,

in that rate case that HAWC had changed from

13
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

o >» O >

quarterly to nonthly?
(St. Cyr) 2017 rate case, DW17-118.
Ckay. Thank you.

Were there other changes to the
Conmpany's tariff that the settling parties
agreed to”?

(St. Cyr) Yes, and those changes are
reflected in Settlenent Exhibit No. 7.

Are you famliar with the terns contained in
Exhibit 7, the proposed tariff?

(St. Cyr) Yes.

And are you aware of any material changes or
corrections that need to be nade to

Exhi bit 7, the proposed tariff?

(St. Cyr) No.

Turning to data requests in the settl enent

t hat was reached between the parties, did you
assi st the Conmpany in responding to data
requests that were served --

(St. Cyr) Yes, | did.

-- by Staff?

(St. Cyr) Yes.

Thank you. And did you participate in the

t echni cal sessions of both the rate case and

14
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

for the transfer of ownership petition that's
been consol i dat ed?

(St. Cyr) | did.

At sone point, Staff, which is now the
Departnent of Energy, provided its rate
schedul es in response to the Conpany's. D d
you revi ew those schedul es?

(St. Cyr) | did.

Ckay. And did you also review those and
provi de your input to the Conpany from sone
of those schedul es?

(St. Cyr) Yes.

Are you famliar with the Settl enent
Agreenent and the schedules filed by the
Departnment of Energy as contained in

Settl enent Exhibit 57?

(St. Cyr) I am

And did you participate in the discussions
surroundi ng the Settl enent Agreenment for
per manent rates?

(St. Cyr) Yes, | did.

As part of that settlenent, did the Conpany
conprom se on its position set forth inits

initial rate case filing?

15




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

(St. Cyr) Yes.

Coul d you pl ease provide an overview of the
terms of the Settl enent Agreenent for the
Comm ssi on, pl ease.

(St. Cyr) Sure. So the settling parties
agreed and recommended an overall revenue
requi renent of 78,645. This is shown on
Attachnent A, Schedule 1, and represents an

i ncrease of 14,834, or 23.25 percent. The
revenue requirement takes in consideration an
excess capacity factor for existing rate base
and a capacity factor adjustnent for new rate
base and operating expenses. Those

cal cul ations are shown in Attachnment A,
Schedul es 2A and 3A, Notes 1 and 2. The
revenue requirenment al so i ncorporates a cost
of equity of 10.13 percent, consisting of a
basel i ne of 9.63 percent plus an additional
50 basis points in recognition of the rate
case savings realized fromnot litigating the
cost of common equity during the course of
this proceeding. The calculation for the
basel i ne of 9.63 percent is shown in

Exhi bit B. The cost of commpbn equity is

16
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

i ncorporated in the overall rate of return of
8. 38 percent, as shown in Attachnent A,
Schedul e 1A. Based upon the --

CHAl RWOVAN MVARTI N: M. St. Cyr,
when you said Exhibit B, did you nean
Attachnent B?

WTNESS ST. CYR. Yes. |'msorry.
Attachnment B to the Exhibit Settlenment 5 I
bel i eve.

CHAl RAMOVAN MARTIN: Al right.
Thank you.

W TNESS ST. CYR  You're wel cone.
(St. Cyr) Based upon the agreed-upon proposed
revenue requirement, the one conmerci al
custoner's annual base charge woul d be
$3, 697.43, an increase of $697.43;
residential custoners annual base charge
woul d be $133.11, an increase of $25.11; the
vol unetric charge for both comercial and
residential customers would be $14. 68 per
hundred cubic feet of water consuned, an
i ncrease of 2.77. Al proposed rates
represent an increase of approxi mately

23. 25 percent. The cal cul ati ons supporting

17




[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

1 t hese increases are shown on Schedul es 4 and
2 5 of Attachnment A

3 And finally, the settling parties agree
4 and recommend an effective date for the rates
5 proposed as of service rendered October 1 of
6 2021.

7 Q Thank you, M. St. Cyr. Is there also --

8 when do the parties propose the effective

9 dat e upon approval of the Conmm ssion for the
10 consol i dated transfer of ownership part?

11| A (St. Cyr) So the settling parties agree and
12 reconmend the effective date to be the date
13 t he Conm ssion approves the Settl enent

14 Agreenent, as contained in Settl enent

15 Exhi bit 5.

16| Q Is there agreenent -- so to sumup, is there
17 agreenent related to the rate case expenses?
18| A (St. Cyr) Yes. The settling parties agree
19 and recommend the Comm ssion approve the

20 Conpany's reasonabl e rate case expense

21 al | oned under PUC 1906.01. The settling

22 parties further agree and recomrend that the
23 Comm ssi on provide the Conpany 30 days in

24 which to submt such expenses. That woul d be

18
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

pursuant to PUC 1905.02. And the Depart nent
will review the Conpany's proposal and
provide a statement to the Conmi ssion for its
consi der ati on.

Thank you. Could you please also -- there
are a nunber of service agreenents and a
billing agreenent that is contained wthin
Exhibit 5 as attachnents. Could you pl ease
descri be those.

(St. Cyr) Yes. So there's four agreenents in
total. The first three are service
agreenents between the Conpany and its
related entities: One with Lew s Buil ders
Devel opnent, | ncorporated; one with HAWC, and
one wth Atkinson Concession, Inc. Each of

t hese agreenents specified the particul ar
services to be provided. For all three
agreenents, the Conpany wll take advant age
of the econony of scales and the rel ated
conpany's respective expertise in the
particul ar service. The settling parties
agree and recommend that the Conmm ssion
approve these agreenents as submnmtted.

The fourth agreenent is a billing and

19
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

di sconnect/reconnect agreenent between the
Conpany and the servicing water utility,
HAWC. That agreement outlines that HAWC wi | |
provide billing and notice for disconnection
and reconnection for the Conpany. The
settling parties agree that this agreenent
conpensates HAWC in a manner that is fair and
reasonabl e based on the actual cost bill ed,
and if not collected by HAWC, from t he
Conpany's custoners, would be paid by the
Conmpany and thus conplies wth PUC 703. 03.

In addition, HAWC w ||l charge the
Conpany $10 per custoner per year for billing
and di sconnect/reconnect notice services,
whi ch the Conpany believes takes advant age of
the fact that HAWC already bills the sane
custoners for water service. And the
conbined billing and notice of service wll
save both companies fromhaving to hire
addi ti onal people at much greater expense.
The settling parties recomrend that the
Comm ssi on al so approve this agreenent as
subm tt ed.

The settling parties also note that any

20
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

anendnent or cancellation to any of the four
agreenents would require both witten
notification and prior PUC review and

appr oval .

Ckay. Thank you.

Are you famliar wth what has been
submtted as Settlenment Exhibits 1 through 4
that were submtted jointly by the Conpany
and the Departnent of Energy, that being the
data requests and the Conpany's responses
both for the rate case and the consoli dated
transfer of ownership petition?

(St. Cyr) Yes, | am

Are you aware of any material changes or
corrections that need to be made to either
the Settl enent Agreenent, which is Exhibit 5,
Exhibits 1 through 4 that were just

menti oned, or Exhibit 7, the proposed tariff
submtted to the Conm ssion?

(St. Cyr) I'mnot aware of any changes.

Do you believe that the permanent rates the
parties agreed to, the settling parties
agreed to for the Comm ssion's -- seeking the

Conmm ssion's approval are sufficient to yield

21
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

not | ess than a reasonable return on the
Conpany's cost of its property used and
useful in the public service?

(St. Cyr) Yes.

And do you have an opinion as to whether the
permanent rates wll be just and reasonabl e
i f approved by the Comm ssion?

(St. Cyr) Yeah, | believe the rates contained
in the Settl enent Agreenent are just and
reasonabl e.

And do you have an opinion as to whether the
proposed tariff revisions contained in

Settl ement Exhibit 7 wll be just and
reasonabl e if approved by the Conmm ssi on?
(St. Cyr) | also believe that the tariff
revisions are just and reasonabl e.

And do you al so have an opinion as to whet her
the four agreenents that you summari zed for
t he Comm ssion and submtted with the

Settl ement Agreenent wll be just and
reasonabl e if approved by the Conm ssion?
(St. Cyr) Yes, simlarly | agree that the
four agreenents are just and reasonabl e.

All right. Thank you.

22
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

M. St. Cyr, I'"'mgoing to turn your
attention now to the transfer of ownership
petition which has been consolidated into
this hearing. Are you famliar with the
Conpany's submission in the petition to
approve transfer of ownership --

(St. Cyr) Yes, | am

And can you briefly please explain why the
Conpany seeks to transfer ownership?

(St. Cyr) It's primarily to reduce a | ayer of
ownership. The Conpany seeks to transfer al
of the shares of its current owners, Atkinson
Farm LLC, to the Atkinson Farm LLC owners
directly. Those sharehol ders are three
famly trusts: Those being Christine Lew s
Morse, Trustee for the Christine Lewis Mirse
Fam |y Revocabl e Trust of 2000; Jonathan T.
Morse, Trustee of the Jonathan T. Mrse 2016
Trust; and Elizabeth Mrse, Trustee of the

El i zabeth A Modrse 2016 Trust. By doing
this, it will elimnate a corporate |ayer of
owner shi p, provide for streanlined estate

pl anni ng, and assure an orderly business

transition. Christine Lewis Morse i s

23
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[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

> O » O >

currently the sole director of Atkinson Farm
and Jonat han and Eli zabeth Morse are her
chi |l dren.

Ckay. Are you famliar with the data
requests that Departnent of Energy served in
this particular matter around the Conpany's
responses?

(St. Cyr) Yes, | am

And were you part of the settl enent

di scussions with the Departnent of Energy
relating to both the rate case, but nore
specifically to this transfer of ownership
matter?

(St. Cyr) Yes.

And did the parties reach a settlenent?

(St. Cyr) W did.

And where are those terns contai ned?

(St. Cyr) So they're contained in the

Settl ement Agreenent, reflected as Settl enent
Exhi bit No. 5.

And as to this petition to transfer
ownershi p, could you pl ease summari ze t he
settl enent terns.

(St. Cyr) So the settlenent terns are to

24
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transfer ownership fromits current corporate
structure to the individual famly trusts.
And do you have an opinion as to whether the
proposed settlement, as to Docket DW 20-091
and conmbined into this hearing, and as
contained in Settlenent Exhibit 5 wll be
just and reasonable if approved by the
Conmmi ssi on?
(St. Cyr) | do, and | believe that they are
just and reasonabl e.
Ckay. Thank you. Thank you, M. St. Cyr.

MR AUGERI: Madam Chai rwoman, |1'd
li ke to call one brief wtness, M. John
Sullivan, who's the conptroller of the
Conpany, just to clarify one piece of prior
testinony if we coul d.

CHAl RAMOVAN MARTI N: That's fi ne.
M. Sullivan, | just want to make sure you
were sworn in at the begi nning. You've been
sworn in; correct?

W TNESS SULLI VAN: Yes, that's
correct.

CHAl RAMOVAN MARTI N: Ckay. Then go

ahead.
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MR. AUCERI: Thank you.

BY MR AUGERI:

Q

M. Sullivan, if you could just briefly
clarify. There was previous testinony by M.
St. Cyr as to when the water conpany changed
its billing fromquarterly to nonthly. If
you could just provide clarification as to
that testinony.
(Sullivan) Yes. Steve nentioned that it was
the last rate case in 2017 that the water
conpany switched fromquarterly to nonthly,
and that is not accurate. It was a 2008 rate
case, DW08-065, where the water conpany got
perm ssion to swwtch froma quarterly to a
monthly billing, which it did during 2009
after approval.
Ckay. And at that tine, as it is currently,
there was still only one custonmer for the
sewer conpany; correct?
(Sullivan) That's correct.
Thank you.

MR AUGERI: Madam Chai rwoman, that
concl udes the Conpany's testinony, unless

there's further questions fromthe Comm ssion
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or fromthe Departnent of Energy. And we
wll rely otherwi se on the subm ssions in the
settl enent and settl enent exhibits.

CHAl RAMOVAN MARTI N: Ckay. Thank
you, M. Augeri.

Ms. Schwarzer, did you plan to do
cross at this tinme or put your witnesses on
for direct first?

MS. SCHWARZER: Thank you, Madam
Chai rwoman. | don't antici pate doing cross,
and | would like to put ny witness on. And
then if the Comm ssion has questions, it
m ght be best to hear fromall the panelists
bef ore you ask those questi ons.

CHAl RAMOVAN MARTI N: Ckay. Perfect.
CGo ahead.

M5. SCHWARZER: Thank you. |I'm
going to call M. Laflame.

DI RECT EXAM NATI ON

BY M5. SCHWARZER:

Q

A
Q
A

Wul d you pl ease state your nane.

(Lafl ame) My nanme is Jayson Lafl amme.

And by whom are you enpl oyed?

(Lafl amme) | am enpl oyed by t he New Hanpshire
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Departnent of Energy.

What is your position with the Department?
(Laflamme) | amthe assistant director of the
water group within the regul atory support

di vi si on.

Coul d you pl ease descri be your previous work
experience at the Public Utilities

Conmmi ssion, transitioning to the Depart nent
of Ener gy.

(Laflamme) Certainly. | joined the Public
Uilities Conmssion in 1997 as a utility
exam ner in the Conm ssion's Audit D vision.
In 2001 | joined the Comm ssion's Gas and
Water Division as a utility anal yst and was
eventual |y pronoted to senior utility
analyst. |In 2018 | becane the assi stant
director of the Conm ssion's Gas and Water
Division, and in July of this year ny
position was transferred to the New Hanpshire
Depart nent of Energy.

And what are your responsibilities with the
Departnment of Energy as the assistant
director?

(Laflamme) | directly supervise the Water
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staff of the Reqgul atory Support D vision and
primarily oversee the course of exam nation
for water dockets that are filed with the
Comm ssion. | also directly exam ne sel ect
dockets that cone before the Comm ssi on, such
as the one being heard this norning.

And have you previously testified before the
Public Uilities Conmm ssion?

(Lafl amme) Yes, | have.

Coul d you pl ease descri be your involvenent in
t hese two consol i dat ed dockets.

(Lafl amme) Sure. | exam ned the Conpany's
two filings in DW20-071 and DW20-091 in
conjunction with the books and records
previously on file with the Comm ssion
regardi ng Atki nson Area Wastewater. |
participated in the di scovery process,

I ncludi ng fornul ati ng data requests,
revi ew ng data responses, and | partici pated
in technical sessions with regards to both
dockets. | also participated in the drafting
of the Settlenent Agreenent that's being
presented today. And previously, | also

materially participated in the Conpany's rate
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case in DWO0O7-131.

And was DWO07-131 the very first rate case
held for this water utility -- excuse ne --
for this sewer utility?

(Laf l amme) Yes.

I'd like to look at -- 1'd like you to | ook
at the permanent rate settlenent and transfer
of ownership settlenent that's been nmarked
for identification as Exhibit 5. And there
is a confidential Exhibit 6, as well, but
"Il be referring to Exhibit 5. Do you have
t hat docunent in front of you?

(Lafl amme) Yes, | do.

And can you just identify it for the record,
pl ease?

(Laflame) Yes. This is a Settl enent
Agreenent reached by the Conmpany and the
Departnent in these proceedi ngs regarding
permanent rates and transfer of stock
owner shi p.

And do you wi sh to nmake any revi sions or
corrections to Exhibit 5 at this tine?

(Lafl amme) No, | do not.

And is the information in Exhibit 5 and
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Exhibit 6 true and accurate, to the best of
your know edge?

(Lafl ame) Yes, it is.

Ckay. Going forward, I'd like to ask you
sone specific questions about the cal cul ati on
of the proposed revenue requirenent, the

cal culation for the proposed cost of commopn
equity, and the percentage increase in rates
the parties have agreed to based upon those
calculations. And after that I'lIl ask you to
comment on the Conpany's proposed contracts
and billing agreenent, the tariff, and the
transfer of stock and ownership. Okay?
(Laf |l anme) Yes.

Ckay. So turning to Page 5, Section I1.1 of
Exhi bit 5, the Settlenment Agreenent, the
annual revenue requirenent states that the
parties have agreed to an overall revenue
requi rement for the Conpany of $78,645. And
this represents an increase of $14, 834,

23. 25 percent in overall pro forma test year
revenues; is that correct?

(Laf | ame) Yes.

And it further indicates that the derivation




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

o > O >

of this proposed increase is detailed in
Attachnent A to the Settl enent Agreenent
which starts on Page 22. |Is that correct?
(Lafl amme) That is correct.

Did you prepare Attachment A?

(Lafl anme) Yes, | did.

Coul d you pl ease briefly wal k us through the
cal cul ati on of the proposed revenue

requi rement contained in Attachnent AL And
"Il take a nonment to get to page, | believe
it's 22. Okay. |I'mright now | ooki ng at

Bat es Page 23.

(Laflamme) Yes. And | would like to direct
everybody's attention to that schedul e,
identified as Schedule 1 on Page 23. And

t hat contains the overall cal culation of the
proposed revenue requirenent.

The settling parties have agreed to a
pro forma rate base anount of $36,495, which
was cal cul ated on Schedule 2 of Attachnent A,
which is found on Page 26. To that anount, a
rate of return of 8.38 percent, which was
cal cul ated on Schedul e 1A, Page 24, was

applied to the rate base anount, resulting in
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a proposed operating i ncone requirenment for

t he Conpany of $3,058. Adding that anount to
t he cal cul ated pro forma test year operating
| oss of $7,758, as determni ned on Schedul e 3,
or Page 29, indicates that the Conpany's
revenue deficiency before application of the
i ncome tax effect is $10,817. |In order to
determ ne the Conpany's pre-incone tax
revenue deficiency, that amount is divided by
72.92 percent, as derived from Schedul e 1B of
Attachnent A, found on Page 25, which results
in an anount of $14, 834.

Wien that anount is added to the
Conpany's pro formtest year netered sal es of
$63, 810 from Schedul e 3, Page 29, this
results in a proposed annual revenue
requi rement of $78, 645, which translates into
a 23.25 percent overall increase in the
Conpany's sewer service revenues.

Thank you. If you turn to the top of Page 6
of the parties' Settlenment Agreenent, there's
sonme di scussion regarding the fact that the

assunptions underlying the Conpany's existing

rates, as previously approved in Docket DW
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07-131, did not in fact materialize. Could
you pl ease expl ai n.

(Lafl amme) Sure. |In the Conpany's previous
rate docket, DWO07-131, rates were approved
on a prospective basis, with the assunmpti on

t hat the Conpany woul d have been serving one
commer ci al custoner -- that would be the

At ki nson Country Cub -- as well as 128
residential custoners in the proposed

At ki nson Hei ghts condoni ni um devel opnent .
Specifically, Atkinson Heights was
anticipated to consist of four condom nium
bui | di ngs, housing 32 units each. However,
whil e the Conpany did serve the one
commerci al custoner -- that is, the Atkinson
Country Cub -- during the intervening period
between its | ast rate case and this one, for
vari ous reasons the Atkinson Heights

devel opnent did not nmaterialize during that
sane period of tine. However, currently, and
for purposes of this rate proceedi ng, two of
t he proposed Atkinson Hei ghts condom ni um
bui | di ngs are under construction; whereby, it

I's now antici pated that the Conpany wll soon
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be able to serve 64 residential custoners in
addition to its one commerci al custoner.

G ven the expectation that the Conpany w |
be serving residential custoners at Atkinson
Hei ghts, the condom ni um devel opnent, al beit
a reduced nunber as conpared to what was
previously anticipated, what inpact did that
have on the Departnent of Energy's

determ nation of a revenue requirenent in
this rate proceedi ng?

(Lafl amme) Yeah. The test year for this rate
proceedi ng was 2019. However, during 2019,

t he Conpany only served the Atkinson Country
Cl ub; therefore, actual revenue and expenses
during 2019 only reflects service to that one
commerci al custoner. However, as | indicated
previously, concurrent with the Conpany's
filing of its rate case, construction was
initiated relative to two condom ni um
bui I di ngs. As such, the Conpany's rate
filing included operating expense esti nates
relative to the antici pated provision of
service to a total of 64 residenti al

custoners and its one commerci al custoner.
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G ven the i mm nence of service to the
residential custoners at Atkinson Heights, as
wel |l as the change in parameters on which the
originally established rates for the Conpany
wer e based, the parties agreed to develop a
revenue requirenment in this proceedi ng based
on a hybrid methodol ogy. That hybrid
met hodol ogy i s based on a conbi nation of the
Conpany' s actual operations serving its one
comrerci al custoner during 2019, as well as
i ncor porating the Conpany's expense esti nmates
to al so serve residential custoners at
At ki nson Hei ghts.

Pages 6 and 7 of the Settl enent

Agreenent discuss -- excuse ne -- discussing
certain nodifying factors that were applied
relative to that hybrid ratemaking

nmet hodol ogy you expl ai ned, could you pl ease
el abor at e.

(Lafl amme) Yes. The first pertains to the
Conpany's existing rate base that was pl aced
in service relative to its initial rate
proceedi ng back in 2007. Those rates were

originally placed -- those assets were
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originally placed in service wth the
anticipation that the Conpany woul d be
serving a total of 129 custoners -- that is,
one commercial custoner and 128 residenti al
custoners. However, as | indicated,
currently it is anticipated that the Conpany
w Il be serving a naxi num of 65 custoners;

t hat woul d be the one commerci al custoner
pl us 64 residential custoners. And further,
t here's an expectation that occupants of the
64 residential units will occur gradually
over tine. Thus, the parties have agreed
upon a three-year average custoner base of
approximately 44 total custoners; 43
residential and one commerci al .

As such, the settling parties have
agreed to the application of an excess
capacity factor relative to the Conpany's
exi sting rate base, whereby it should be
reduced by 66. 15 percent. And the
cal culation of that factor is contained in
Notes 1 of Schedul es 2A and 3A of Attachnent
A, found on Pages 28 and 35 (cd).

Secondly, the settling parties have
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agreed to the application of a capacity
factor with regard to, first of all, the new
rate base to serve the anticipated
residential custoners at Atkinson Hei ghts;
and secondly, the anticipated increases in

t he Conpany's operating expenses to serve

t hose new residential custoners. This is
based on a projected three-year average
residential custonmer base of approxinately 43
residential customers, resulting in an
applied capacity factor relative to newrate
base and margi nal increases in operating
expenses of 66.67 percent. And the
calculation of that factor is contained in
Notes 2 of Schedul es 2A and 3A of

Attachnment A, also on Pages 28 and 35.

And then lastly, based upon the
cal cul ated three-year average residential
customer base of 43, the settling parties
have agreed that the projected annual usage
armount applied to residential custoners
shoul d be 2,098 hundred cubic feet, or CCF of
wat er consuned. And that calculation is

detailed wthin pro form adjustnment No. 10 on
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Schedul e 3A, or Page 30.

Thank you. Wth regards to the new rate base
that you referenced just recently, the
anmounts pertaining to this new rate base
contai ned in Schedule A are estimates rather
t han actual costs; is that correct?

(Lafl anme) Yes, it is.

And coul d you pl ease expl ain why that fact
does not inpact the determ nation of a
revenue requirenent in this proceedi ng.

(Lafl amme) Certainly. Because all of the new
plant that will be put in service relative to
the new residential customers will be
contributed to Atkinson Area Wastewater by
its affiliate conpany, Lewi s Buil ders

Devel opnent, Inc.; therefore, as such, as
contributed plant, it is effectively not

i ncluded in the determ nation of a revenue
requi rement for customer rates.

Specifically, the estinated new utility plant
in service of $144,000, recorded in

Adj ustnment 2 on Schedul e 2A, Page 27, is

of fset by the estinmated anount of

contributions in aid of construction, or
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Cl AC, of 144,000, recorded in Adjustnent 6 of
t hat sane schedul e, al so on Page 27.

Further, the accunul ated depreci ati on
relative to the new plant of $2,323, recorded
in Adjustnment 4 on Page 27, is also offset by
accunul ated anortization of ClIAC of $2,323 in
Adj ustnent No. 8, which is found on Page 28.

Li kewi se, depreciation expense of $4, 647
of the new plant recorded in Adjustnent
No. 38 of Schedul e 3A on Page 34 is offset by
anortization of Cl AC of the sanme anount of
$4, 647, which is recorded in Adjustnent 41 of
Schedul e 3A on Page 34.

Thank you. And with regard to the Conpany's
existing plant that is reflected in rate
base, do you believe that those pl ant

i nvestments are prudent, used and useful at
this tinme?

(Lafl amme) Yes. Based upon the Departnent's
review and audit of the Conpany's rate
filing, as well as the application of the
capacity factor that | di scussed previously,
t he Departnent woul d recomend a finding that

t he Conpany's plant investnent that is
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included in rate base is prudent, used and
usef ul .

Wth regard to the establishnment of the
Conpany's revenue requirenent in future rate
cases, please explain the nethodol ogy that

w Il be employed in those proceedi ngs.

(Lafl amme) Yes. For that | would reference
Pages 7 and 8 of the Settl enent Agreenent,
and specifically the portion of the agreenent
t hat explains that, given the Public
Uilities Conm ssion's traditional use of an
hi storic test year nethodology with regard to
the establishnent of a revenue requirenent
the settling parties agree that the Conpany's
future rate filings will be based on an

hi storical test year nethodol ogy and
supporting docunentation, including pro fornma
adj ustments for known and neasurabl e revenue
and expense changes that occur within the 12
nont hs subsequent to the established test
year.

And just to clarify that, when you refer to
the "hybrid nethodol ogy" used in this

settlenment, there is sone test year -- there
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are sone test year figures; correct? But
this agreenment on Page 7 and 8 of the

settl enent says that in future rate case
filings, only the historical test year nethod
w || be used.

(Lafl amme) That is correct.

If we can turn now to the cost of commopn
equity. | have the settling parties agreed
to --

(Lafl ame) As indicated on Page 8 of the
Settl ement Agreenent, the settling parties
agreed on cost of a commobn equity for this
case of 10.13 percent. This is based on the
formul ai ¢ approach for deriving the cost of
common equity for snmall water conpanies that
was previously proposed by the Public
Uilities Comm ssion Staff on Novenber 4t h,
2019, in Docket No. IR 19-005.

As background for that, in 2018, three
regul ated waters utilities -- those being
Abenaki Water Conpany, Lakes Regi on Water
Conmpany and Hanpstead Area Water Conpany --
filed testinony in support of a formulaic

approach with regard to the establishnent of
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a cost of common equity for snall water
utilities in New Hanpshire. Subsequently,
t he Comm ssion opened IR 19-005 ultimately
for the purpose of establishing a rul e change
in that regard. The parties to that
proceedi ng i ncluded the three
previ ously-nenti oned water utilities, the
O fice of the Consuner Advocate, and the
Commi ssion Staff. Those parties ultimtely
agreed upon a fornul ai c approach that was
proposed to the Conmm ssion by the Conmi ssion
Staff on Novenber 4th, 2019. And a copy of
the Conm ssion Staff's cover letter, along
with the portion of the rule change specific
to the calculation of a generic return on
equity are included in Attachnent B to the
Settl enent Agreenent, and specifically
Pages 40 t hrough 42.

The parties in IR 19-005, including
At ki nson Wastewater's serving water utility,
Hanpst ead Area Water Conpany, which is a
rel ated conpany, agree to utilize the
proposed formula for determ ning the cost of

equity during the course of the pernanent
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rate proceedings. In the opinion of the
Departnent, the fornula is accurate and
reasonable. And in this docket, the settling
parties have agreed to use that fornula
within the course of this permanent rate

pr oceedi ng.

Wth regard to the I R 19-005 docket and the
proposed rul e change, was that proposed rule
change ever effected?

(Laflamme) It is ny understanding that the IR
19- 005 docket is still pending before the
Conm ssi on.

Ckay. Attachnment B to the Settl enent
Agreenent al so includes the calculation of a
baseline return of equity of 9.63 percent
based on the previously proposed rule; is

t hat correct?

(Lafl amme) Yes. The basel i ne RCE of

9. 63 percent was | ast determ ned by the
Departnent of Energy Staff, then the

Commi ssion Staff, as of May 4th, 2021. And

t hat cal cul ati on can be found in Attachnent B
on Page 43.

And how was the proposed 10. 13 percent return

44




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

on equity determ ned?

(Laf |l amme) Again, based on the proposed rul e,
50 basis points were added to the baseline
ROE of 9.63 percent in recognition of rate
case expense savings realized by not
litigating cost of common equity during the
course of this rate proceeding.

Thank you. And the |ast set of questions is
related to nunmbers. |'m hoping that you
could summari ze, please, the percentage

i ncrease and the rates the parties have
agreed upon in the proposed settl ement and
conpare those to the rates that the Conpany
originally requested in its initial petition.
(Laflamme) Certainly. And |I'm maki ng ny way
to attachnents -- Schedules 4 and 5 in
Attachnment A to do that. Those would be

f ound on Pages 37 and 38 of the Settl enent
Agr eenent .

In Section I1.2 of the Settl enent
Agreenment on Page 9, the parties have agreed
t hat the proposed 23.25 percent increase in
t he Conpany's sewer revenues W ll be applied

equally to all custoner charges. And this is
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illustrated on Schedule 4 on Page 37, and 5
on Page 38 of Attachnent A

As indicated on Schedul e 4 of
Attachnment A Page 37, the settling parties
have agreed upon the foll ow ng charges:
They' ve agreed upon a commerci al base charge
of $3,697.43 annually, which is an increase
of $697.43. The parties have al so agreed on
a residential base charge of $133.11, also
annual ly, which is an increase of $25.11.
And finally, the parties have agreed on a
consunption charge of $14.68 per CCF, which
is an increase of $2.77 per CCF.

By way of conparison, the Conpany's
original petition requested sewer rates as
foll ows: The Conpany requested a commerci al
base charge of $5,837.42, which was an
i ncrease of $2,837.42, or 94.6 percent
I ncrease. The Conpany originally requested a
resi dential base charge of $210.15, which is
an i ncrease of $102.15, or 94.6 percent, and
a consunption charge of $16.87, which
represented an increase of $4.96 per CCF, or

41.6 percent. As illustrated on Schedul e 5
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on, Page 38, this would have resulted in
annual revenues of $94,931, or an approximte
48 percent pro forma increase in revenues.

Is the schedul e that makes the conpari son of
t he Conpany's current rates along with the
Conpany's original request in the Settl enent
Agr eenment ?

(Laf |l anme) Yes, that would be Schedul e 5 of
Attachnent A on Page 38.

And if | could direct your attention for a
nmonent to Schedule 4 of Attachnment A on Bates

Page 37. At the bottomthere's a reference,

a category, a service class -- excuse ne, not
a service class. It's the second table that
says "volunetric." 1Is that the sanme thing as

t he consunpti on charge?

(Lafl ame) Yes. Yes, it is.

VWhat wll be the inpact of the proposed
permanent rate on the average Atkinson Area
Wast ewat er residential custoner, once there
s one?

(Lafl ame) Yeah. This is indicated towards
the top of Schedule 5. And I would direct

people's attention to Colum 4 of Schedul e 5.
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As illustrated on Schedule 5, Columm 4, the
Conpany's average residential custoner using
approxi mately 4900 cubic feet of water

annual |y, or 04.07 cubic feet, or hundred
cubic feet of water per nonth, their proposed
permanent rates will be $849. 39 annually, or
$70. 78 per nonth.

And what will be the inpact of the proposed
per manent rates on the Conpany's one
commer ci al custoner?

(Laflamme) Also as illustrated on Schedule 5
of Attachnent A, Page 38, Columm 4, based on
an annual average consunption of
approximately 2,618 hundred cubic feet of

wat er annual ly, which is 218.17 CCF per
nmont h, the Conpany's one commerci al custoner
wi || have an annual sewer expense of
$42,121.31, or $3,510.11 per nonth.

What is the proposed effective date of the
per manent rates?

(Lafl amme) Per Section I1.3 of the Settl enent
Agreement on Page 9, the parties have agreed
to an effective date of Cctober 1st, 2021, on

a service-rendered basi s. The Settl enent
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Agreenent further proposes that any rate

i ncrease would be billed retroactively back
to October 1, 2021, following the Public
Uilities Comm ssion's order approving rates
and resolving the other natters in this

pr oceedi ng.

And i f the Comm ssion issued an order
approvi ng permanent rates as proposed in the
Settl enent Agreenent, will the Conpany file
annot ated tariff pages effectuating those
approved pernanent rates?

(Lafl amme) Yes. And that typically would
occur within 15 days of the Conm ssion's
order. And as previously noted, Atkinson
Area Wastewater's tariff is included in the
settlenent at Attachnment D, and it has been
updat ed by the parties and filed as Hearing
Exhibit 7. And that was done yest erday,

Sept enber 29t h, 2021.

Section Il1.4 on Page 10 of the Settl enent
Agreenent i ndicates agreenent by the settling
parties that Atkinson Area Wastewater shoul d
be authorized to recover its reasonable rate

case expenses for Docket DW 20-071 only in
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this proceeding; is that correct?
(Lafl amme) That is correct.
And how wi |l that occur?
(Laflamme) Wthin 30 days of the Conm ssion's
order on permanent rates in this proceedi ng,
the Conpany will file its final rate case
expense request for expenses incurred in
Docket DW 20-071 only, and that woul d be
pursuant to PUC 1905.02. And the Conpany
wi |l al so provide supporting docunentation
for its proposed expenses.

The Conpany's proposal would al so
i ncl ude a proposed custoner surcharge. And
as provided in the Settl enent Agreenent at
Section I1.4 on Page 10 i n the Conpany's
filing, it wll address but not be limted to
t he nunber of custoners to be charged in the
time period over which the Conpany wl|
recover those rate case expenses and the
al l ocati on of paynent per custoner.

Subsequent to the Conpany's filing, the

Departnment will exam ne the Conpany's
proposals and will file a reconmmendati on with
the Comm ssion as well. And then based on
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the Conpany's filings, as well as the
subsequent reconmmendation filed by the
Departnent, the Comm ssion will issue its
order regarding the Conpany's recovery of its
rate case expenses in DW20-071. And then
upon recei pt of that order, wthin 15 days
the Conpany wll file a conpliance tariff
regarding its recovery of rate case expenses
in this case.
M. Laflame, | may have asked you this
al ready, but with regard to the proposed
effective date for the other docket, DW
20-091 on Page 9 of the Settl enent Agreenent,
coul d you explain what that -- what the
settling parties agreed to a proposed
effective date for that docket?
(Laflame) It's ny understanding that the
proposed effective date wll be the date of
t he Conm ssion's order approving this
Settl ement Agreenent.
If it's approved. GCkay. Wth the
expectation and request that it be approved.
Goi ng back now to the proposed service

agreenents in the rate case, 20-071. In
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Section Il1.5 of the Settl ement Agreenent,
starting on Page 10 and continuing to Pages
11 and 12, concerning the Conpany's proposed
service agreenents with Lewis Buil ders

Devel opnent, which is LBDI, Hanpstead Area
Wat er Conpany, HAWC, and At ki nson
Concessions, ACI, what is the Departnent of
Energy's opinion with regard to those
agreenent s?

(Lafl amme) The Departnent has revi ewed these
agreenents, including the underlying

conput ations for |abor burden, which is at 42
percent, and overhead of 14 percent, and
supports approval of the respective
agreenents by the Conmmi ssion. The Depart nment
bel i eves that necessary protections are in
pl ace to prevent duplication of services, as
well as double-billing. And further, each
agreenent was structured to avoid inclusion
of any profit or mark-up by the rel ated
entities.

If in the future the Conpany wants to either
amend or cancel any of these service

contracts with LBD, HAWC or AClI, how w ||
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t hat be done?

(Lafl amme) The Settl enment Agreenent, on

Page 11, as well as each individual contract
itself that are contained in Attachnent C,
states that such nust be done in witing and
will not be effective until after prior
revi ew and approval by the Public Utilities
Conmi ssi on.

And if the Comm ssion approves these service
agreenents, is it your understanding that the
Conmpany has agreed to file fully executed
copi es of these agreenents wthin 30 days of
such approval, as stated in Page 19 of the
Settl ement Agreenent?

(Laf | ame) Yes.

And turning to Section I1.6 of the Settl enent
Agreenent, which starts on Page 12,
concerning the proposed billing and

di sconnect/reconnect agreenent between the
Conpany and HAWC, the serving water utility,
pur suant to New Hanpshire Adm nistrative Rule
PUC 703. 03, what is the Departnent of
Energy's opinion regarding that billing

agr eenent ?
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(Lafl amme) The Departnent al so supports the
Conpany's w sh to provide di sconnecti on of
the serving water utility services for
nonpayment of sewer bills, and therefore
supports approval of this agreenent by the
Comm ssion. In the opinion of the
Departnent, the provisions of the agreenent
are in conpliance with PUC 703. 03, with one
exception. And with regard to that

ref erenced exception, that would be PUC
703.03(g), which requires a sewer conpany to
provide notice of intention to di sconnect
wat er services for nonpaynent of sewer
services. The Departnent notes that the
Conpany i nstead proposes that, at the request
of the sewer conpany, the serving water
utility shall provide notice to sewer
custonmers of the Conpany's intent to

di sconnect water service. The Departnent
notes that the serving water utility and the
sewer conpany are related conpani es and have
significantly different nunbers of custoners
and that sewer costs are included in the

serving water utility's bills, as seen in
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Attachnment C, No. 4, and Attachnent E, which
is the sanmple bill. Therefore, the

Depart nent supports wai ver of this one
exception to PUC 703.03 in this case.

Overall, in the opinion of the
Departnent, the billing agreenent conplies
with PUC 703. 03 because the conpensati on
arrangenent outlined in the agreenent is
equi table for both the sewer conpany and the
serving water utility.

And with regard to the proposed $10 per
custonmer per year charge for billing and
di sconnection notice services, the Departnent
believes that this fee is appropriate at this
time, as it will be reviewed further in the
Conpany's next rate proceeding in the |light
of actual historical cost data that is
anticipated at that tine.

The Departnent believes that the
econom es of scal e and synergi es between the
Conmpany and HAWC rel ative to the services
provided by this agreenent will result in
savings that will be beneficial to the

custoners of Atkinson Area Wast ewat er.
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Accordi ngly, the Departnment recommends that

t he Conm ssion review the agreenent, as

requi red by PUC 703. 03(f), and approve it.
And if in the future the Conpany wants to

ei ther amend or cancel the billing agreenent,
how woul d t hat be done?

(Laflamme) Simlar to that of the Conpany
service agreenents, Page 14 of the Settl enent
Agreenment, and as well as the billing
agreenent itself states that this nmust al so
be done in witing and will not be becone
effective until after prior review and
approval by the Public Uilities Conm ssion.
And if the Conmm ssion approves this billing
agreenent, is it your understanding that the
Conpany has agreed to file a fully executed
copy of the agreenent within 30 days of such
approval, as stated in Page 19 of the

Settl ement Agreenent?

(Lafl anme) Yes, it is.

And turning to Section Il.7 on Page 14 of the
Settl enent Agreenent regardi ng Atki nson Area
Wastewat er' s proposed tariff provisions, what

Is the Departnent's opinion?
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(Lafl amme) The Departnment reviewed the
Conpany's proposed tariff revisions and
supports approval of those changes by the
Commi ssion. As stated previously, the
Conpany's tariff has been included in this
settl enent as Attachnent D and has been
updated by the parties and filed as Hearing
Exhi bit 7 yesterday, Septenber 29th, 2021.
Thank you. And with regard to Section I1.8
on Page 15 of the Settl enent Agreenent, that
addresses the proposed transfer of the
Conpany's stock from At ki nson Farnms to the
three trusts. What is the Departnent's
position on that transfer in Docket 20-0917?
(Lafl amme) As the proposed ownership transfer
wi |l not change the managenent of the Conpany
or affect its duty to provide reasonably safe
and adequate sewer service to its custoners,
t he Departnment supports approval of the stock
transfer.

The Departnent further notes that,
shoul d any of the trusts exercise the option
to revoke, this would be considered a

transfer of ownership that wll require the
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Conpany to file a new transfer of ownership
petition for approval by the Conm ssion.

And if the Comm ssion approves the proposed
transfer -- excuse ne -- the proposed stock
transfer, is it your understanding that the
Conpany has agreed to file for a change in
corporate tax reporting structure with the
IRS within 30 days of such approval and w |
file copies of that application with both the
Conmmi ssion and with the Departnment of Energy
wi thin two business days of such application,
as stated in Page 15 of the Settl ement

Agr eenment ?

(Laflamme) Yes. |It's the Departnent's
expectation that if the transfer of ownership
is approved by the Conmm ssion, the Conpany
wll file for a change of tax reporting
status from S corporation to a C corporation.
And with regard to Section I1.9 on Page 15 of
the Settl ement Agreenent regarding the
Conmpany's notions for confidential treatnent,
does the Departnent support the relief sought
by the Conpany in those notions?

(Laf |l anme) Yes.
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And overall, M. Laflamme, do you believe
that the pernmanent rates proposed in this
Settl ement Agreenent are just and reasonabl e?
(Lafl amme) Yes, the Departnent believes that
the Settl enent Agreenent presented today wl |
produce just and reasonable rates that result
in a fair balancing of interest between
At ki nson Area Wastewater and its custoners.
And to sum up, do you reconmmend the
Comm ssi on approve the Settl enent Agreenent
inits entirety, as regards both Docket
DW 20-071, the request for change in rates,
and Docket DW 20-091, the request for
transfer of stock and ownership, and that
approval will result in just and reasonabl e
rates for its custoners?
(Laf | ame) Yes.
And does that conclude your testinony?
(Lafl amme) Yes, it does.
Thank you.

M5. SCHWARZER: Madam Chai r wonman,
t he Departnent is open to questions to the
panel at this time.

CHAl RMOVAN MARTIN: Al right.
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Thank you.

M. Augeri, did you have any
Cross-exam nati on?

MR AUGERI: Madam Chai rwoman, | do
not .

CHAl RWOVAN MARTIN: Al right.
Then why don't we take a five-m nute break
W'll return at 10:50. O f the record.

(Brief recess was taken at 10:45 a.m,
t he hearing resuned at 10:53 a. m)

CHAl RAMOVAN MARTI N: Ckay. Let's go
back on the record, and I will turn it over
t o Conmm ssioner ol dner for questions.

COWM SSI ONER GOLDNER:  Yeah, thank
you, Chairwoman. | just have a coupl e of

questi ons.

QUESTI ONS BY COW SSI ONERS:

BY COVM SSI ONER GOLDNER

Q

First for M. Sullivan. |'mcurious as to
why you're interested in this business. It
| ooks like a lot of work for a very smnal
return. And |I'd just |like you to share your
t houghts on that, please.

(Sullivan) To be honest with you, it's not ny
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business. | work here. [|I'mjust an

enpl oyee. So...

Anybody on the panel that can address that
question?

(St. Cyr) If | can have the question again
pl ease?

Yeah. |'mjust curious. This |ooks |ike
this is alot of work, a lot of effort, and
for a very small return as we just went

t hrough. And |I'mcurious as to why the
Conpany is interested in this business.

(St. Cyr) It is a lot of work. You know,
it's aregulated utility, a snmall, you know,
sewer conpany. You know, it was prinmarily
driven by the construction of the two
bui | di ngs and the need to get, you know, sone
existing rate in place that appropriately
attenpts to, you know, earn a return on a
smal|l rate base and cover its costs.

Was there any | ook at using a -- | everaging
anot her water conpany in the area that m ght
have been cheaper or, you know, better

equi pped to support the Conpany?

(St. Cyr) Well, the service agreenents do
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that. You know, the sewer conpany itself has
no enpl oyees.
(Sullivan) And if | could add -- this is
John. The water conpany already has the
franchise in the area and was al ready
providing water in the area. There's really
no other water utility that could service
t his area.
Ckay. Thank you, M. Sullivan.

| do have a followup for you, M. St
Cyr. | know you do a |lot of work with water
utilities in New Hanpshire. |If we were to
take a conpetitive view, |ooking at sort of
simlar properties that you' ve dealt with in
the past, relative to this rate case, is this
typical in ternms of the custoner charges? |Is
this higher than you woul d see typically? |Is
it lower than you would see typically?
(St. Cyr) | would say it's in the range. You
know, some of the other sewer conpanies in
particular, their rates may be a little bit
| ess; although, | know in the case of two of
them they haven't been in for a rate

I ncrease since 2005. You know, the original
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rate that this conpany was charging to the
one sewer conpany was out of a 2007 rate
case. |If both of those utilities were to
cone back before the Comm ssion today, it's
li kely that those rates that are now
currently | ess woul d be hi gher and probably
all within a reasonably cl ose range.
Ckay. Thank you.

And then ny final question is for M.
Lafl amme. Relative to future rate increases
for the next rate case, what concerns woul d
you have? Wat risks do you see relative to
the next rate case?
(Laflamme) Well, | would -- | guess
anti ci pating the next rate case, we would be

definitely |l ooking at the actual costs that

are -- that would be incurred by the sewer
utility to serve its custoners. | think
there would be -- we would be interested to

see what the actual custoner base is with
regards to residential and what the
Conpany's -- what are the future plans that
are anticipated for the Atkinson Heights

condom ni um devel opnent and how t hat woul d
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i mpact the future cost of service of the
sewer utility.

Ckay. Yeah, and just froma risk perspective
with sewer utilities, | know that you have a
| ot of experience in this area as well, what
ki nds of things can go wong? You know, we
have a new rate case. W get everything
organi zed. Three years from now we cone back
and review it, and costs have doubl ed or
there's sone significant increase. Wat

ki nds of things have you seen go wong in the
past ?

(Laflamme) Well, as | nentioned before, you
know, we approach the setting of a revenue
requi rement and custoner rates using the
hybrid nmet hodol ogy. And it's our hope that

t he use of that hybrid nethodol ogy in that
case woul d sonewhat accurately mrror the
actual cost of service of the Conpany. |
guess there would be a concern on ny part,
you know, whet her -- you know, once the
Conpany gets a track record for expenses and
how many customers that they're serving and

they cone in with an actual run rate of
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expendi tures, what that would nean in terns
of an increase, a potential increase in the
next rate proceeding.
Ckay. And | know in other dockets we've seen
i ssues -- or |'ve seen issues of, you know,
pi pes buried at the wong depth, | eaking
pi pes, with respect to both water and sewer |
suppose. Do you have any concerns over the
physi cal inplenentation or anything rel ated
to the physical aspects of the project?
(Laflamme) Not at this tine. Nothing has
cone to light that | amaware of relative to
t hose i ssues.
Ckay. Thank you.

COW SSI ONER GOLDNER:  That's al |
t he questions | have.

CHAl RAMOVAN MARTIN: Al right.
Thank you. | just have a few clarifying

questi ons.

QUESTI ONS BY CHAI RWOVAN MARTI N:

Q

Rel ated to the cost of common equity, we
heard about the proposed rules. | just
wanted to clarify for the record. Those

proposed rul es were never adopted; is that
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correct, M. Laflame?
(Lafl amme) No. No.
Ckay. And you referenced Docket IR 19-005
and a proposal there. But no order was
I ssued out of that docket related to the
formul ai c approach; is that right?
(Lafl amme) That is correct.
Ckay. And so in this case, the use of that
formul ai ¢ approach and the resulting
calculation is strictly by agreenent of the
parties. M. St. Cyr, is that correct?
(St. Cyr) Correct.
And M. Lafl ame?
(Lafl amme) That is correct.
Ckay. Thank you.

M5. SCHWARZER: Madam Chai r wonman,
M. Laflame's answer "No" in the transcript
m ght seem anbi guous. | believe his answer
“No" neant no, no rule was adopted, not no,
t hat was incorrect.

CHAl RA\MOVAN MARTI N: Ckay. Let's

have M. Laflame testify on his own.

BY CHAI R\MOVAN MARTI N:

Q

M. Laflamme, would you like to clarify your
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answer on that?

(Laflamme) |'msorry. Could you repeat the
question?

I think Ms. Schwarzer was concerned that your
response could be construed in a couple of
ways.

CHAl RWOVAN MARTI N And Ms.

Schwar zer, can you clarify? You're referring
to the question related to which part?

M5. SCHWARZER: It was the initial
question. Perhaps the stenographer could
read it back. It was the Chairwonman's first
question regardi ng whether a rul e was
adopted. And you ended with "is that
correct?" And so the "No" could be no,
that's not correct, or no, no rule was
adopted. | just -- naybe you could ask --
maybe someone could ask the question again
and he coul d just answer agai n.

Ckay. M. Laflame, | think | understood
your response, but just in case soneone
reading it in the future didn't, was the
rule, the proposed rule, ever adopted, the

adm ni strative rul e?




© 00 ~N oo o b~ w N P

NN NN R R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

[WITNESS PANEL: ST. CYR|SULLIVAN|LAFLAMME|MANNING]

A (Lafl amme) The proposed rul e was not adopt ed.
Q Thank you.

Ckay. This is for M. Laflamme as well.

G ven the single commercial custoner -- and
you did address this -- and that that
comercial custoner is closely affiliated

with the owners of the utility, how does the
Settl ement Agreenent, the cal cul ations, the
rates, and the various other agreenents that
we're |ooking at in this docket, ensure that
t he residential ratepayers are only receiving
their allocation of the cost?

A (Lafl amme) We | ooked at that closely. And
the all ocation of the cost was based on,
nunber one, the actual cost of service; two,

t hat commercial custoner, as well as the
actual neasured service based on consunption
to that custoner. And the Departnent is very
confident that those two aspects are accurate
and fair to the residential custoners.

[ connectivity issue]

Q Sorry about that. Thank you for that.

This is probably for M. St. Cyr. Can

you just give us an update on the status of
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construction? And ultimately that leads to
ny foll owon question, which is why the 43
custoners on the residential side.
(Sullivan) H, This is John. | think Josh
coul d answer the status of construction --
Ckay.

(Sullivan) -- and Steve coul d get the other
part.

Go ahead, M. Manni ng.

(Manning) Yes. The current status of
construction is Building 5is a 32-unit
building that's currently just about ready
for occupancy. W' ve been taking deposits on
those units. Building 6 is weather-tight,
wi th mechanicals getting installed. That's
t he second 32-unit buil ding.

Ckay. Thank you. And M. St. Cyr.

(St. Cyr) And with respect to the nunber of
custonmers, | guess that can be perhaps best
expl ai ned by | ooking at the note. This is
Note 2 on Schedule -- is it 2A? 2A

Coul d you give ne the Bates page nunber,

pl ease?

MR AUGERI : Madam Chai r wonman, |
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believe it's Bates 28.

CHAI RMOVAN MARTI N Thank you.
(St. Cyr) Yes, that's correct.

So this is based on sort of a
t hree-year average of the projected -- of
when the Conpany was projecting that the
units would be sold. |In year one, the
projection was 21; in year two, the
projection was 43; and in year three, it's
t he Conpany's hope that the two buildings are
fully opened at 64 residential custoners.
And the Staff and the Conpany agreed that a
t hree-year average was appropri ate.

Ckay. Thank you.

MR AUGERI: Madam Chai rwoman, if |
could clarify just a little, only because
this is quasi-|egal -based.

The status of the project as a
whol e, as you may know, requires the New
Hanmpshire Attorney General Consuner Division
approval. M. Manning's reference to
non- bi ndi ng reservati ons, that piece was
approved for the Conpany to use and obtai n;

however, final approval is still pending.
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That woul d be anticipated within -- actually
by statute, they have 30 days from
Septenber -- fromtoday to make that fina
deci sion on approval. So | just wanted to
make sure that was clear for the record.
CHAl RWOVAN MARTI N: Thank you. I

appreci ate that.

BY CHAI RWOVAN MARTI N:

Q And Ms. Schwarzer nentioned the requirenent
t hat an application -- actually, this may
have been M. Laflame -- related to a change
in tax status wll be filed. | assune that
the decision on that application wll also be
filed. And there's a requirenent related to
that, but I want to confirmthat with M.

Lafl amme.

A. (Laflame) Yes. | think once that

application is filed, and I'mnot certain how
many -- how | ong that woul d take to be
approved by the Internal Revenue Service, but
I would anticipate that there would be a
followup decision in witing received from

t he I nternal Revenue Service either approving

or not approving the change in corporate tax
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st at us.

M5, SCHWARZER:  Madam Chai r wonan,
if I mght?

CHAI RWOVAN MARTI N: Go ahead.

M5. SCHWARZER:  Thank you. The
terms of the Settl enent Agreenent on Bates
Page 15 do not explicitly require the Conpany
to file a decision nade. And so if the
Commi ssion Wi shes to see that deci sion,
al t hough we woul d antici pate that the Conpany
woul d have told us, the Comm ssion may W sh

to make that explicit.

BY CHAI RAOVAN MARTI N:

Q

M. St. Cyr, would the Conpany agree to that
requi renment ?
(St. Cyr) Yes, yes.
Ckay. Thank you.

CHAl RWOVAN MARTIN: Al right. I
don't have any ot her questions. Anything
el se we need to cover before cl osings, other
t han the exhibits?

[ No verbal response]
CHAl RAMOVAN MARTIN: Al right.

Seei ng none, w thout objection we'll strike
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|.D. on Exhibits 1 through 7 and admt those
as full exhibits. And we will start with M.
Schwar zer for the closing.

MS. SCHWARZER: Thank you, Madam
Chai rwoman. The Departnent of Energy's
opinion is that the Settl enent Agreenent
presented today wll produce just and
reasonable rates and result in a fair
bal anci ng of the interests between the sewer
conpany and its custoners. W ask the PUC to
approve it both with regard to the permanent
rates and the transfer of stock and
owner shi p.

The Departnment of Energy
appreci ates the Conpany's tinely-dated data
request response and availability during work
on both dockets for this hearing. Thank you.

CHAl RWOVAN MARTIN: Al right.
Thank you.

M. Augeri .

MR, AUGERI : Thank you, Madam
Chai rwoman. The Conpany beli eves and j oi ns
with the Departnment of Energy that the

submtted Settl enent Agreenent and al
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exhi bits would represent just and reasonabl e
rates for the rate case and that it is just
and reasonable to allow for the transfer of
owner shi p and woul d ask that the Conm ssion
approve as submtted. W would ask to
approve for both dockets that have now been
consolidated in this hearing, both DW20-071
and DW 20- 091.

| would echo Attorney Schwarzer's
comments that it was a very coll aborative
process in reaching this point, and we
certainly appreciate all of the Departnent of
Energy's efforts in reaching this point. And
we woul d concl ude by sayi ng that the Conpany
w shes that the Comm ssion approve as
subm tted. Thank you.

CHAl RAMOVAN MARTIN: Al right.
Thank you. And thank you to both parties for
the very thorough presentation of the
evi dence today. W appreciate that.

Al right. Wth that, we wl|
cl ose the record and take the matter under
advi senent and i ssue an order. W're

adj ourned. Thank you, everyone.
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(Hearing adjourned at 11:11 a.m)
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