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PROCEEDI NGS

CHAl RMAN GOLDNER:  Ckay. Good
nor ni ng, everyone. |'m Conm ssioner ol dner.
' mjoined today by Conm ssioner Sinpson.
W're here today for a hearing in Docket
20- 184 regardi ng Aguari on Water Conpany's
request for change in rates.

Let's take appearances, begi nning
w t h Aquari on.

MR. VENORA: Good norni ng, Chairnan
ol dner and Conmmi ssi oner Sinpson. Dan Venora
fromthe |aw firm Keegan Werlin, joined
virtually by Jessica Chiavara of Aguari on.

CHAl RVAN GOLDNER:  Ckay. Thank
you.

And we'll nove to the Town of
Hanpt on.

M5. LOARY: (Good norning. Attorney
Susan Lowy here for the Town of Hanpton.

CHAI RMAN GOLDNER:  Thank you.

And the Town of North Hanpt on.

MR Rl CHARDSON: Good norni ng, M.
Chai r man, Conmi ssioner Sinpson. Justin

Ri chardson here for the Town of North

{DW 20-184} [Hearing] {06-22-2022}
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Hanpt on.

CHAI RMAN GOLDNER: And noving to
the O fice of Consuner Advocate.

MS. DESMVET: Good nor ni ng,
Commi ssioners. Julianne Desnet here with the
O fice of Consuner Advocate on behal f of
residential ratepayers. And also on the
W t ness panel today for the OCA is Josie
Gage, the director of econonm cs and fi nance.

CHAI RMAN GOLDNER:  Very good.

And finally the New Hanpshire
Depart nent of Energy.

MR. TUOVALA: Good nor ni ng,
Conm ssioners. Chris Tuonala for the New
Hanpshire Departnent of Energy. Wth ne, in
the witness box, is Jayson Laflame. He's
t he assistant director of the water group
within the Regul atory Support Division at the
Departnent of Energy. And joining ne at
counsel table is Anthony Leone and Robyn
Descot eaux, both anal ysts wi thin that
di vi si on who worked on this docket.

CHAI RMVAN GOLDNER:  Very good.

And noving on to prelimnary

{DW 20-184} [Hearing] {06-22-2022}
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matters, it looks |like fromthe seating
arrangenent that everyone is confortable with
the three witnesses serving as a panel today?

MR VENCRA: Yes, sir. And |
shoul d note for the record, we have Deb Szabo
from Aquarion as the Conpany's witness on the
panel .

CHAl RVAN GOLDNER:  Very good, very
good. Everyone's confortable with that
nodel ? Ckay. Very good.

MR VENCRA: Yes.

CHAI RMAN GOLDNER:  So Exhi bits 6
t hrough 22 have been prefiled and premarked
for identification. Any material identified
as confidential in the filings will be
treated as confidential during the hearing.

s there anything el se that we need
to cover regardi ng exhibits?

MR, VENOCRA: No.

CHAI RMAN GOLDNER:  Thank you.

Are there any other prelimnary
matters before we have the wi tnesses sworn
in?

[ No verbal response]

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

CHAI RVAN GOLDNER: No? Seei ng
none - -
MR TUOVALA: No.
CHAI RMAN GOLDNER:  Thank you.
So let's proceed with the
W t nesses.
Ms. Robi das, could you pl ease swear
in the panel.
(WHEREUPON, DEBRA A. SZABO, JGSIE A M
GAGE and JAYSON P. LAFLAMVE were duly
sworn and cautioned by the Court
Reporter.)
CHAl RMVAN GOLDNER:  All right. And
M. Venora, would you |ike to begin?
MR. VENORA: Yes. Thank you.
DI RECT EXAM NATI ON

BY MR VENCRA:

Q

Ms. Szabo, would you pl ease state your ful
nanme title and business address.

(Szabo) Sure. Debra Szabo. |I'mthe director
of rates and regul ation for Aquarion \Water
Conmpany of Connecticut, |ocated at 600
Lindley Street in Bridgeport, Connecticut.

And did you previously submt prefiled direct

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

A

testi nony and correspondi ng attachnents as
part of the Conpany's initial filing in this
docket on Decenber 18th, 2020, which are

mar ked on the joint exhibit list as

Exhi bit No. 77

(Szabo) Yes, | did.

And were the testinmony and the exhibits
prepared by you or under your direction and
control ?

(Szabo) Yes.

And do you have any changes or corrections to
make to Exhibit No. 7 at this tine?

(Szabo) No, | do not.

And do you adopt that exhibit as part of your
sworn testinony today?

(Szabo) Yes.

Are you also famliar with the prefiled
direct testinony and correspondi ng
attachments sponsored by the other conpany
W tnesses as part of Aquarion's initial
filing in this docket that are marked as
Exhi bit nunbers 6 and 8 t hrough 13 of the
joint exhibit list?

(Szabo) Yes.

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

10

And woul d you pl ease verify for the record
that the copies of those exhibits so marked

i n advance of today's hearing are accurate
copies of the materials filed by Aquarion in
its initial filing on Decenber 18th, 20207?
(Szabo) Yes, they are.

Thank you. And lastly, are you famliar wth
the Settl enment Agreenent in this docket by
and between t he Conpany, the Departnent of
Energy, the O fice of Consuner Advocate, and
t he Towns of Hanpton and North Hanpton that
was executed and filed with the Conmm ssi on on
June 1, 20227

(Szabo) Yes.

And is the docunment nmarked as Exhibit 22 on
the joint exhibit |ist an accurate copy of

t he Settl enent Agreenent?

(Szabo) Yes, it is.

Just generally, Ms. Szabo, can you comment on
whet her the Conpany is satisfied wth the
terms of the Settlenent Agreenent, in that

t hey provide a reasonable outcone of its
petition in this docket?

(Szabo) Yes, for several reasons. Fromthe

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

Conpany's perspective, the Settl enent
Agreenent strikes a reasonabl e bal ance in
addressi ng Aquarion's issues in this docket
and its need for rate relief. The Conpany

| i stened very carefully to the concerns

rai sed by the other parties at the tech
sessions and in testinony and worked very
hard to find commbon ground for a Settl enent.
The Settl enent Agreenent cane about through
many hours of intensive negotiations anong

t he parties, which included conprom ses from
the Conpany's initial positions that we
bel i eve were reasonable to achieve a

conpr ehensi ve Settl enent as shown in the
final agreenent. On bal ance, the Settl enent
Agreement represents a reasonabl e out cone
based on the give and take of that process.
We are especially pleased to be able to
present to the Conm ssion a Settl enment that
i ncludes all of the parties, which resol ves
all issues on the Conpany's petition for new
per manent rates.

Lastly, Ms. Szabo, does the Conpany support

the Settl ement Agreenent and reconmend its

11
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

approval by the Conmm ssion as just,
reasonable and in the public interest?
(Szabo) Yes.
MR VENCRA: Chai rman Col dner,
that's all we have in the way of direct.
CHAI RMAN GOLDNER:  Thank you.
Att or ney Desnet.
MS. DESMET: Yes, thank you.
DI RECT EXAM NATI ON

BY MS. DESMET:

Q

Good norning, Ms. Gage. Can you pl ease state
your nane and enpl oyer and your position.
(Gage) My nane is Josie Gage. |'m enpl oyed
by the O fice of the Consuner Advocate, and
nmy position is director of econom cs and

fi nance.

And can you pl ease descri be your
responsibilities in that position?

(Gage) In that position | serve the interests
of residential ratepayers. | provide
econom ¢ and financial analysis on rate cases
and other filings submtted to the
Conmi ssi on.

Ckay. And have you previously testified

12
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

13

before this Conm ssion?
(Gage) Yes.
And referring to Exhibit 19 and your
testi nony contained therein, do you submt --
or I"'msorry.

Did you submt prefiled testinony in
this case?
(Gage) Yes.
And is Exhibit 19 in fact your prefiled
testi nony?
(Gage) It is.
And was that prepared by you or under your
directi on?
(Gage) Yes, it was.
And do you have any corrections to your
testi nony you wi sh to make today?
(Gage) Not today.
And today do you adopt that as part of your
sworn testinony?
(Gage) | do.
And the OCA is a party to this Settl enent
bef ore the Conmi ssion. Wy did the OCA join
this Settl enent?

(Gage) The OCA believes that the revenue

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

requi renent that we're settling on represents
a conprom se that is advantageous to
ratepayers and that the rate base is prudent,
used and useful in this case. W believe
that the overall weighted average cost of
capital of 7.54 percent, with a return on
equity of 9.1 percent, is fair to both the
Conpany and residential ratepayers.

We al so found three particular settling
points in this case to be inportant to
residential ratepayers: One, that the RCE
was a negotiated, settled figure; and
anot her, that the short-term debt was renobved
fromthe capital structure of the Conpany;
and al so that the Conpany was willing to
continue nonitoring wells at a nmuch | ower
cost to custoners.

And if | could just -- | know you just said
that the ROE is a negotiated Settlenent term
So wwth regard to the last two, the
short-term debt and well nonitoring, if you
coul d describe why that was inportant to the
OCA.

(Gage) The short-term debt renoval was

14
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

i mportant to the OCA because of the fact that
t he Conm ssion doesn't regulate short-term
debt rates. So it's not really appropriate
ratemaki ng treatnment to have it included in a
capital structure that the Conmi ssion is
deci di ng upon, where they didn't deci de upon
that short-termdebt rate. In the past, in
other jurisdictions, |'ve seen conpani es use
their AFUDC rate instead of having the
short-termdebt in capital structure. So it
m ght be a two-step process for New Hanpshire
to followin that vein. But, you know, even
iIf it weren't to, it still doesn't nake sense
to really have short-termdebt included. So
it's nice to see that pulled out.

And with regard to well nonitoring,
t hose progranms, once they're gone, are hard
toreinstate. And this one, for a very | ow,
m ni mal cost, is able to stay in place and,
you know, continue to protect residential
r at epayers.

Thi s Conmi ssion just reviewed a case
wher e anot her water conpany destroyed sone

| ocal wells by over-pumping. And so well

15
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

nonitoring prograns | think is pretty
i mportant to continue to operate in this
jurisdiction. So it's inportant to us for
that to stay sonewhat in place as a check and
bal ance. Also, it adds to the Conpany's case
that they aren't m snmanagi ng their wells.
And as far as this Settlenent Agreenent, do
you feel or believe that the Conm ssion
shoul d approve the Settl enent Agreenent as
present ed?
(Gage) Yes.

MS. DESMET: | have no additional
questi ons.

CHAl RVAN GOLDNER:  Ckay. W'l
nmove to Attorney Tuonal a.

MR TUOVALA: Thank you, M.
Chai r man.

DI RECT EXAM NATI ON

BY MR TUOVALA:

Q

M. Laflame, could you pl ease state your
full name for the record.

(Laf |l amme) Jayson Lafl anme.

By whom are you enpl oyed?

(Laflamme) |' m enpl oyed by the New Hanpshire

16
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

17

Departnent of Energy.

And what's your position at the Departnent?
(Laflamme) |1'mthe assistant director of the
wat er group within the Regul atory Support

Di vi si on.

Coul d you pl ease describe for the record your
previ ous work experience at the Public
Utilities Conmm ssion and then the Depart nent
of Ener gy.

(Laflamme) Yes. | joined the Public
Uilities Conmssion in 1997 as a utility
exam ner in the Conm ssion's Audit D vision.
In 2021 | joined the Comm ssion's Gas and
Water Division as a utility anal yst and was
eventual |y pronoted to senior utility

anal yst. In 2018 | becane assistant director
of the Comm ssion's Gas and Water Divi sion.
And in July of |ast year ny position was
transferred to the new y-created Departnent
of Energy.

And coul d you briefly describe your
responsibilities in this new position.
(Laflamme) | directly supervise the Water

staff of the Reqgul atory Support D vision and

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

primarily oversee the course of exam nation
for water and wastewater dockets that are
filed wwth the Commi ssion. | also directly
exanm ne sel ect water and wastewat er dockets
t hat cone before the Comm ssion.

M. Laflame, have you previously testified
here at the Public Uilities?

(Lafl anmme) Yes, | have.

M. Laflamme, could you further describe the
specific invol venent which you had wi thin

t hi s docket.

(Lafl amme) Yes. | oversaw the exam nati on of
the Conpany's rate filing by the DOE s water
group and consultants. This included a

di scovery process relative to fornul ating
data requests and revi ewi ng data responses.
In addition, | participated in a nunber of
techni cal sessions. Further, | also
participated in the drafting of the

Settl ement Agreenent that is being presented
today. | have also materially participated
in a nunmber of previous dockets involving
Aquarion, including its |last general rate

case, DW 12-085; its intervening WCA

18
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

19

filings, including its nost recent, DW
18-161; and its incone tax investigation
filing, DW18-054.

If you would please turn your attention to

t he exhibit marked for identification as
Exhi bit No. 22. Do you have that docunent in
front of you, M. Laflame?

(Lafl anmme) Yes, | have.

And can you please identify this docunent for
t he record?

(Laflame) Yes. This is the Settl enent
Agreenent reached by all parties in this

pr oceedi ng.

| believe you previously stated this. But
did you assist in the preparation of this
docunent ?

(Lafl amme) Yes, | did.

Do you wi sh to make any corrections or
revisions to Exhibit No. 227

(Lafl amme) No, | do not.

And is the informati on contained in Exhibit
No. 22 true and accurate to the best of your
know edge?

(Lafl anme) Yes, it is.

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

Do you believe that the pernmanent rates and

t he proposed step adjustnment contained in the
Settl enent Agreenent are just and reasonabl e

and serves the public interest, M. Laflamme?
(Lafl amme) Yes. The Departnent believes that
the Settl ement Agreenent presented today w |
produce just and reasonable rates that result
in a fair balancing of the interests between

Aquarion and its custoners.

First, this is a global Settlenent
agreenent anongst all the parties that
participated in this rate proceedi ng,

i ncludi ng the DOE, the OCA, the Towns of
Hanmpt on and North Hanpton, along wth the
Conpany itself. As such, it represents a
conprom se that effectively satisfies the

w de array of positions established by those
parties in this proceeding.

Fromthe DOE s point of view, the
revenue requirenments proposed in the
Settl ement Agreenent are significantly | ess
than those originally requested by the
Conmpany. The Conpany's original filing

proposed an initial revenue increase of

{DW 20-184} [Hearing] {06-22-2022}
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

approximately $1.4 mllion, or 18 percent.
The Conpany al so proposed three step

i ncreases, totaling an additional $2.1
mllion, or 27.8 percent. The Conpany's
conmbi ned proposal would have resulted in an
i ncrease of approximately $3.5 nmillion, or
45. 8 percent; by conparison, the Settl enent
Agr eenent proposes an initial revenue
decrease of approxi mately $305, 000, or
negative 4 percent. That will result in a
credit back to custonmers. This wll
ultimately be conbined with only one step
adj ustnent not to exceed $1.56 nillion, or
20.5 percent. The resulting net increase in
revenues proposed by the Settl enent Agreenent
will be approximately $1.26 nmillion, or
16-1/ 2 percent.

Additionally, the DOE feels that the
proposal contained in the Settl enent
Agreenent to nake the WCA a pernmanent rate
mechani smw || achieve positive results for
t he Conpany and its custoners. It
i ncentivizes the Conpany to nmke the

necessary infrastructure replacenents and a

21
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]

systemto maintain and inprove reliability.
It will also mtigate rate shock to its
custoners relative to future general rate
proceedi ngs. Further, the DOE anti ci pates

t hat Aquarion's general rate proceedings wll
be | ess frequent than under a scenario in
which there's no W CA adj ust nent.

Overall, the DOE believes that the
Settl ement Agreenent will provide the Conpany
with the revenues it needs to naintain
viability and effectively provides safe and
adequat e water service to its custoners
t hrough rates and other charges that are not
undul y burdensonme to those it serves.

So M. Laflame, to sumit up, do you
reconmend that the Conm ssion approve the
Settl enent Agreenent for permanent rates and
the step adjustnent, and that approval wll
set just and reasonable rates for its
custonmers?

(Laf l amme) Yes.

Does the Departnment of Energy support
approval of the Settlenment Agreenent by the

Comm ssion, as it is just and reasonabl e and

22
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[WITNESS PANEL: SZABO|GAGE|LAFLAMME]
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23

serves the public interest?
(Laf |l anme) Yes.
Does this conclude your testinony?

(Lafl amme) Yes, it does.

Thank you.
MR. TUOVALA: No further questions.
CHAI RMVAN GOLDNER:  Thank you.
And we'll nove to Conm ssioner

Si npson.

COW SSI ONER SI MPSON: Thank you.

| NTERROGATORI ES BY COWM SSI ONERS:

BY COWM SSI ONER SI MPSON:

Q

So I'lIl start with a few questions fromthe
Conpany.

Wien shoul d we antici pate the Conpany's
filing of an interimbudget for WCA-eligible
pl anned additi ons through the end of this
year, Decenber 31st, 20227
(Szabo) W can provide that, you know, within
days of requesting it. W can take it as a
| ate-filed request as well if that's
sonething that you're interested in.
I"'mreally interested in just your approach.

What's your strategy at this tinme?
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(Szabo) So typically our WCA filings have
been annual subm ssions. For 2022, | believe
there's only one WCA project that is in the
works for this year. So our intent was to
actually do a filing in February of 2023,

whi ch woul d have the conpl eted 2022 proj ect
and then a budget for 2023 future WCA

I nvest ment s.

Ckay. And can you explain to us in your own
words how t he W CA nechani sm wor ks and why
it's so inportant to the Conpany?

(Szabo) Sure. So the W CA nechani sm al | ows
us to get recovery in between base rate
proceedings for eligible investnent. So it
decreases sone of the regulatory lag allow ng
for that recovery. |It's a portion of our
capital spend. So it's, you know, not all of
the capital that we're inplenenting, it's
just one conponent of it. But as Jayson had
mentioned, it also allows for smaller,
increnental rate increases. Historically

we' ve seen those annual surcharges be around
one percent, one to two percent, based on the

size of the project. So we feel that it's,

24
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you know, beneficial both for the Conpany and
for the custoners to have gradual i ncreases
as opposed to waiting for base rate cases to
i ncor porate that plan.
And is it fair to say that your goal as
outlined in the Settlenent Agreenment is to
make the W CA adj ustnent a pernanent aspect
of your rates?
(Szabo) Yes, that is true.
So in Section 5 of the Settlenent, on Bates
Page 8, it states that the W CA was approved
as a pilot program but would now continue in
effect on a permanent basis. So today, in
your view, the WCA remains a pilot; correct?
(Szabo) That's correct.
Conti nui ng on, on the bottom of Page 9, top
of Page 10, the Settlenent refers to the
Conpany filing an interimbudget as nentioned
before, and that the next W CA surcharge
filing wll be submtted to the Conmm ssi on.

W Il the interimbudget be part of that
next W CA surcharge, or will the settling
parties anticipate two separate filings for

these itens?

25
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(Szabo) Well, | was anticipating that it
would be one filing. It would be a filing
with the conpl eted 2022 project and then a
budget for future investnents.

And can you provide us an overvi ew of those
future investnents at this tinme?

(Szabo) | cannot. | know that there's either
one or two streets proposed. | do not have
t hose details with ne today.

Ckay. Section 7 of the Settl enent addresses
wel |l nonitoring obligations. Does well
nmonitoring fall wthin the Departnent of

Envi ronnent al Servi ces' oversight authority?
(Szabo) | believe so. This was well
nonitoring that was put in place nany years
ago to | ook at obviously people who are not
Aquarion custoners to nake sure that our
punpi ng and use of water was not negatively
i mpacting their wells. And throughout the
years, a nunber of those custonmers are no

| onger on wells. | don't know the exact
nunber, but it's a very small nunber that are
still under this well nonitoring program

And we haven't had any negative results

26
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during the course of that nonitoring.
Can you speak to the nature and the
requi rements within that well nonitoring
program as prescribed by the Departnent of
Envi ronnment al Services? What's invol ved?
(Szabo) | cannot. |I'msorry.
Ckay. And can you speak to the Departnent of
Envi ronnental Services' audit or review of
test results?
(Szabo) I"'msorry, no. That's covered by our
di rector of operations, who's not here today.
Ckay. So then let's talk about the | oan that
t he Conpany's applied for under the State's
PFAS Renedi ati on Loan Fund and its inpact on
t he Conpany's revenue requirement.

Have you calculated liabilities
associ ated wi th PFAS renedi ati on and what
those liabilities m ght be?
(Szabo) W have not cal cul ated quantified
financial liabilities as a result of PFAS,
no.
And can you provide an overview of the
process in order to seek Governor and Counci l

approval of the PFAS Renedi ati on Loan Fund?
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(Szabo) Sure. So this is wth regards to the
PFAS project affecting our Well 6, which the
total cost of that project is approximtely
1.7 mllion. And we had applied for two
conponents of funding: One was initially a
grant that was approved for 428,000, and the
remai nder was to be provided through the PFAS
Renedi ati on Loan Fund. After that
application, we were inforned that the DES
had decided to provide that as a grant as
well, and there's another step of approval
that has to go to the Governor and Council to
get the grant fully approved. So we are

awai ting that decision. It has -- |ast

time -- the |last update | received, which was
just this week, it was | ooking to be put on

t he agenda for the end of June; and if not,

it would be on the July agenda.

So the Conpany has been in touch with the
Council with respect to this issue?

(Szabo) W have been in touch with DES going
t hrough that process, and then they bring it
forward to the Council.

Ckay. In Section 5.1 of the Settlenent, it
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states, "There shall be an increase in the
costs related to the energency reactive
repl acement of services, valves and hydrants
from $50, 000 to $75,000." Can you explain
how you based -- or what you based that cost
I ncrease on, how it was cal cul ated?
(Szabo) It was a negotiated value. That's an
anount that is |looked at in the WCA filing.
So any costs incurred up to that value are
not requested for recovery in the WCA
program The $50, 000 had been set at the
onset when WCA was first established, so,
you know, nmany years have transpired since
then. And through Settlenent, it was just
agreed to the increase to 75, 000.
Ckay. Thank you.

l'd like to ask you a little bit about
depreci ation and the correspondi ng step
adj ust ment the Conpany filed in Docket
DW 22-037 as it related to this case. Are
you famliar with that?
(Szabo) Yes. | just want to get to the file
first.

( Pause)
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(Szabo) Ckay.

So can you confirmthat the Conpany adjusted
t hese depreci ati ons and expenses from what
was presented in the Settl enent Agreenent to
reflect a correction with respect to neter
repl acenent s?

(Szabo) Yes.

And it appears that the Conpany's using PUC
account codes to track what qualifies for
grow h and non-growth plant additions. So
can you di scuss what process the Conpany uses
to determ ne such classifications for these
expenses?

(Szabo) I'"'msorry. Can you repeat the
question?

So it appears that you' re using PUC account
codes to track what qualifies as growh and
non- gr owt h.

Ckay. In terns of the nain replacenents?
Yes. So can you just describe how you
determ ne the classification of those
expenses with respect to those codes?
(Szabo) | actually am not involved with the

determ nati on of that. | nean, it starts in
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our engi neering and planni ng group. So any
of the nain replacenment projects, when
they're set up in our system there's, you
know, a process within that group where the
nature of the costs are defined, and the
project is set up, you know, to point to the
correspondi ng PUC code.

Q Ckay.

CHAI RVAN GOLDNER:  Conmi ssi oner
Si mpson, a question. | don't -- are you okay
wi th proceeding? It seens |ike we have a
panel of w tnesses that can't necessarily
address the questions that you have. Wuld
you li ke to proceed with the hearing, or
woul d you suggest that we reschedul e the
heari ng?

COW SSI ONER SI MPSON: | have a few
nore questions I'd |like to go through, and
maybe when we take a break we can see where
we're at then.

CHAI RMVAN GOLDNER:  Very good.

Pl ease proceed.
BY COW SSI ONER SI MPSON:

Q So with respect to the cal cul ati on of

31
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accunul ated depreci ation, are you able to
wal k t hrough how that's performed for us?
(Szabo) Sure.

So I'm | ooking at the -- conparing what was
in the Settl enent Agreenent, Schedule 5, and
with what the Conpany filed in 22-037. And
it appears that the 2020 t hrough 2021
accunul at ed depreci ati on expenses i nclude the
2020 expenses, but is sinply a sum of 2020
and 2021. So can you expl ai n whet her these
2020 depreci ati on expenses are accounted for
in 20217

(Szabo) Yes. So in the step adjustnment, what
we were quantifying there is both the 2020
addi ti ons and the 2021 additions. And so
what we were doing was rolling forward the
bal ance as of Decenber to bring it to
Decenber of 2021. So for the 2020 additi ons,
we had a year and a half worth of
depreciation in that cal culation; for the
2021 additions, we just had the hal f-year
depreci ati on.

And why are you not accounting for total rate

base and accunul ated depreciation on the rate
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base as well? You're just |ooking at what's
in the step adjustnent.

(Szabo) That is correct. That is the --
under the terns of the Settlenent, we had
agreed that we would be requesting recovery
in the step for going forward of new pl ant
addition only.

So can you speak to how nuch the Conpany

coll ected for depreciation on existing assets

bet ween 2020 and 20217

(Szabo) | don't have that in front of ne
right now, but | can certainly get that.
Ckay. | don't know if maybe M. Laflame or

Ms. Gage mght be able to junp in and speak
to depreciation and how it was cal cul at ed.
(Laflamme) As we just received that filing
| ast week | think, we haven't conpl eted our
anal ysis on that vyet.

Ckay.

(Gage) Yeah, the OCA has the sane response.
Ckay. Can you describe the nethodol ogy as
applied in the Settlenent whole life
depreci ati on?

(Szabo) The whole |life depreciation is
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consistent with the nethodol ogy that the
Conpany currently had enployed. It was -- we
had a depreci ati on expert who prepared that
testi nony and those calculations. So |I'm not
certain, depending on what your -- if you
have specific questions, if I'll be able to
answer that or not.

Per haps you coul d descri be how t hat

cal cul ati on under a whole |ife nethodol ogy

is -- howit's supposed to work.

(Szabo) I"'msorry. | can't.

Ckay. And Ms. Gage, in the Settlenent it was
noted that the OCA reserves the right to

| everage a different methodology in the
future; is that correct?

(Gage) That's correct.

Can you el aborate on that?

(Gage) Yeah, | can el aborate on that, but
only at a high level at this point in tine.
Yeah, not specific to any negotiated terns in
the Settlenent, just the OCA' s perspective on
varyi ng approaches to depreciation.

(Gage) So at this point intine, the OCA is

expendi ng resources toward researchi ng why
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New Hanpshi re has chosen to revert to whol e
| i fe depreciation nethods, where npbst other
jurisdictions in the United States, and in
fact around the gl obe, use remaining life
nmet hods of depreciation. And so where this
Is such a striking, unusual mark for New
Hanmpshire to be doing this, it's curious as
to why New Hanpshire would strike out and if
that strike out away fromthe nmainstreamis
i nnovative or nore regressive. And that's
currently sonmething that the OCA is

I nvestigating. Does that hel p?

That is hel pful. Thank you.

So then just sone general questions for
bot h the Departnment and OCA. Just | ooking
for confirmati on on these questions.

Bot h agenci es have revi ewed the
proj ected sal es and demand of the Conpany's
cost of service study; is that correct?
(Laf |l anme) Yes.

(Gage) Yes.
And you agree that -- or you agree with the
Conpany's position, that the proposed revenue

requi rement will produce rates that are

35

{DW 20-184} [Hearing] {06-22-2022}




© 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: SZABO|GAGE|LAFLAMME]

36

necessary to mai ntain safe and adequate
service?

(Laf | ame) Yes.

(Gage) Yes.

Ckay. Thank you.

COW SSI ONER SI MPSON: 1 d i ke,
irrespective of the witnesses, I'd like to
ask the nmunicipalities here whether they have
anything they'd like to offer at this tine.

I s that appropriate?

CHAI RMAN GOLDNER: Pl ease proceed.

COW SSI ONER SI MPSON: So for the
Towns of North Hanmpton and Hanpton, is there
anything at this tinme that you' d |i ke to add
W th respect to the Settl ement Agreenent?

MR. RI CHARDSON:. Thank you,

Comm ssioners. |If | may, | was debating
whet her to say no questions or to ask
questions about the WCA program | may be
abl e, because we were involved in that, to
ask a coupl e questions to the panel that

m ght respond to sone of the Comm ssioners
concerns, if appropriate at this tinme. |

t hi nk that woul d be hel pful.
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COW SSI ONER SI MPSON: Any
obj ections fromany of the parties in the

roomto that approach?

MR TUOVALA: | don't have an
obj ecti on.

MS. DESMET: The OCA does not as
wel | .

MR. VENCORA: The Conpany does not
ei t her.

COW SSI ONER SI MPSON: CGkay. Thank
you.

Attorney Ri chardson, please.
CRGOSS- EXAM NATI ON

BY MR R CHARDSON:

Q I'll address these questions to the whole
panel, and I'll let you decide who the best
respondi ng person is, or if you want to
el aborate on it. And | apol ogi ze for the
noi se behi nd ne.

COW SSI ONER SI MPSON: It's
certainly not your fault.

BY MR R CHARDSON:

Q To hel p us understand the Settl enent

Agreenent and how that relates to the WCA
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program | want to start with the concept
that the current WCA programis enbodied in
t he Conpany's tariff. And | believe it's a
Third Revi sed Page 18; is that correct?
(Szabo) Yes.

And so the WCA programis becom ng
permanent, which wll result in, follow ng

t he approval of the Settl enent Agreenent, the
Conmpany will update the tariff to reflect the
changes in the Settl enent Agreenent. |s that
the process that will occur?

(Szabo) Yes.

Ckay. And | understand on the Third Revi sed
Page 18 there are a couple of safeguards in
Roman Paragraph 111, and one of themis a
7.5 percent cap on WCA adjustnents that
believe will continue to be in place. |Is
that the parties' understandi ng?

(Szabo) Yes.

And 1'll ask for the OCA and the Departnent
to chime in on that as well if they don't

m nd, pl ease.

(Laf | ame) Yes.

(Gage) Yes.

38
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I understand there's a new provision where

t he Conpany nay defer, under the Settl enent
Agreement in the WCA filing, if it is
earni ng at 50 basis points or higher in the
prior year. And | was wondering if you could
explain to the Conm ssioners how that wl |l
oper at e.

(Szabo) Yes. So what | envisioned is as part
of the annual WCA filing, we will include in
that application testinony and support of a

actual return for the prior cal endar year

that wll be neasured agai nst the authorized
return. |If it exceeds 50 basis points, we
will not request -- wll be ineligible for

requesting recovery of projects at that tine
until the subsequent year when we'll perform
the sane process. |If it's determned at that
poi nt that we have not exceeded that
threshold, we'll submt a WCA filing that
woul d i nclude any projects that have yet to
be recovered at that point.
Thank you.

And this question may be best for the

Departnent and OCA because of your roles.
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But there was a question earlier about

whet her the Conpany used its chart of
accounts to track whether assets were
revenue- produci ng or non-revenue-produci ng, |
believe. Do you recall those questions?
(Laflamme) | recall the question, yes.

When the Conpany makes a WCA filing, is it
correct that that's an issue that the
Departnment woul d then consider in its review,
to | ook at whether main replacenments woul d
serve new custoners and therefore

revenue- produci ng, or whether it was a

repl acenent main that was not produci ng new
revenues?

(Laflame) It would be the Departnent's --
yeah, that would be a Departnent concern.

The W CA programis neant to enconpass main
repl acenents and not new nai ns.

And it's ny understanding that in maybe

not -- | don't know whether it's the majority
of cases, but in a great nunber of cases, if
there are new nmi ns serving new custoners,
those would typically be | ooked at as

Contributions in Ald of Construction; so they

40
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woul dn't appear in a WCA surcharge because
they'd be paid for by the custoners.
Does the Conpany or the Departnent or

OCA have any comment on that concept?
(Szabo) | would agree with that as well. And
to that point, if there are contri buting
mai ns, they wouldn't even be submtted as
part of a WCA filing. So we would only | ook
to include mains that are eligible for the
program whi ch woul d i ndeed be repl acenents.
Ckay. Thank you.

MR, RICHARDSON: That's all the
questions that | have.

COW SSI ONER SI MPSON: Thank you.

Anyt hing fromthe Town of Hanpton?
No?

MS. LOARY: No, thank you

BY COWM SSI ONER SI MPSON:

Q

Ckay. So as a general matter, WCA is

I ntended to help the Conpany true-up expenses
and avoid sone regulatory | ag between rate
cases; is that correct?

(Szabo) | just want to be cautious. Wen we

say "expenses," it's just the capital

41
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i nvestnents. W're not | ooking for inclusion
of expenses other than those associated wth
the capital; so depreciation expense would be
in there.

One of the changes we're | ooking for in
the programw th the introduction of a
property tax reconciliation mechanism the
W CA program woul d no | onger include those
| ocal property taxes in that filing; it would
just be restricted to state taxes.
Pursuant to recent statutory changes fromthe
New Hanpshire Legi slature; correct?
(Szabo) That's correct.
| didn't see a stayout provision in the
Settl ement Agreenent. Did |l mss that?
(Szabo) No, you did not.
So can you speak to the Conpany's future
intent? | nean, does the Conpany intend to
file a rate case wwthin the next year or two?
(Szabo) | do not believe that is our intent.
There's other activity that has gone on with
our recent acquisition of the Abenaki Water
System in New Hanpshire, where there is, you

know, a focus on what our next steps are with
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that system and at what point we woul d | ook
to potentially consolidate that with our
Aquarion Water Conpany of New Hanpshire. O
course, there's a lot of analysis, you know,
in terms of rate inpact for all parties that
woul d need to be considered. And that w |
certainly influence the timng of our next
rate case.

COW SSI ONER SI MPSON: Ckay. |
don't think | have any nore questions at this
time for the witnesses. Thank you.

CHAl RVAN GOLDNER: Thank you. Just
a few questions.

BY CHAI RMAN GCOLDNER:
Q "Il begin with OCA and Ms. Gage.
Exhi bit 19, Bates 25, Ms. Gage, you show
seven conpani es i n your conparisons on
Bat es 25, and you share your criteria. Wre
there only seven conpanies in the United
States that net your criteria, or is that a

sub-sel ection of a | arger group?

A (Gage) So while the proxy group did neet all

of the requirenents that | listed, it's

significant to note two things about this
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proxy group, in that it is -- it matches with
Val ue Line's proxy group for water conpanies,
or for the water utility industry, and it
mat ches with the Conpany's proxy group.
[Court Reporter interrupts.]

(Gage) So it made for easy conparison, and it
did pass all of the hurdles. So it nade
sense to select that group. Does that help
w th your question?
It does, it does.

CHAI RMVAN GOLDNER:  And |'d just
i ke to ask the hearing room It seens |ike
we're making 21 South Fruit Street super
cl ean today. Do people need a break? 1Is
t hat bothersone? O would you like to
conti nue?

WTNESS GAGE: | will say that I'm
having a lot of trouble trying to focus on
t hese questions while that's going on. So we
m ght want to stop the weed whacking for a
whi | e.

CHAI RVAN GOLDNER:  Yeah, let's give
it a second and see if that works. Maybe we

stopped it sonehow. We'll give it a mnute
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here. W'Il| just pause for a nonent and wait
to see if it stops.
(Pause i n proceedi ngs)

CHAI RVAN GOLDNER: If it cones back

on, we'll maybe take a break so everyone can
concentrate. | was finding it bothersone as
wel | .

BY CHAI RVAN GOLDNER:

Q

Ckay. So | think | understand your selection
of the seven conpanies. And you were
satisfied that that provided a statistically
valid sanple size and that your results were
sort of statistically neaningful ?

(Gage) Wth ny background in statistics, |

al ways wi sh for a |l arger sanple set.

However, this is the best sanple set
avai |l abl e to soneone anal yzi ng the water
utility industry at this scale, | would say.
And then | noticed -- | think | noticed a
nunber of the conpanies were from outside New
Engl and. There m ght have been one or two
from New Engl and. But did that dispersion of
conpani es bother you at all in your analysis?

(Gage) No, because Aguarion -- you know,
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we're | ooking to the marketplace, right, to
create a mrror for Aquarion's return and

wei ght ed average cost of capital.

Ckay. Very good. On Bates 12 of your

testi nony, you highlighted that the Conpany
has three issuances, wth interest rates of
7.71, 6.47, and 4.70 percent, and that these
rates were not reflective of a conpany with
Aquarion's credit rating. Can you naybe
speak to how this was addressed in the
Settlenent? |I'mjust noting it was settled
at 5.68 percent for long-termdebt. And you
hi ghlighted in your testinony, M. Gage, that
you had sone concerns and | think recommended
t hat the Conpany refinance their long-term
debts. So I'mjust |ooking for sone col or on
where the OCA is at today on that debt

anal ysi s.

(Gage) | think there was one particul ar | oan,
and we did address this issue in our
negotiations in the Settlenent. And I'm
going to -- naybe Debra can speak to
specifically their plans with regard to that

one | oan, which is the one that was nost
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concer ni ng.

(Szabo) So within the Settl enment there were
actually two pieces of debt that are com ng
up for maturity. The total |long-termdebt is
$13.9 million, and there's a $5 mllion
tranche that's comng to nmaturity in July of
2022, and there's anot her piece comng to
maturity in Novenber of 2023, $3 million.

The corresponding rates that are in pl ace

ri ght now for both of those, the one maturing
in 2023 was commenced in 1993 at a rate of
7.71 percent, and the $5 mllion, which
commenced in 2012, was at a rate of

4.45 percent. The pricing that we had tal ked
about during Settlenment in the April 2022
time frame for 10-year financing for the
Conmpany was being priced at around 4.8 to

4.9 percent.

Ckay. Yeah, sadly it didn't cone due a year

earlier. But that's not your doing.

So it looks like, if I can call it the
"worst problem" the 7.71 percent will be
refinanced in July, $5 mllion. And you're
expecting, | think you said, a rate of
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about -- did | hear you say that it was about
4.8 percent?

(Szabo) Just to correct, the 7.71 percent
rate pertains to the Novenber 2023 nmaturity
of $3 mlli on.

Ckay.

(Szabo) The July 2022 maturity of $5 million
Is currently at a rate of 4.45, and the
pricing we're seeing is in between 4.8 and
4. 9.

So it actually gets worse in the short term
(Szabo) Alittle bit, yes.

Ckay. |I'mjust trying to sort through the
mat h. The Settl enent of 5.68, can you share
how -- is that the mat henati cal average of

t he expected refinancing and exi sting debt,
or is that sone other settled nunber? |
guess is it algebraic or not al gebraic?
(Szabo) You can conpute that as the wei ghted
average of those three tranches. There's an
assunption that there's costs, you know,
closing costs in addition to the financing
rate of 4.89, an additional 20 basis points.

Ckay. | understand. Gkay. Very good.
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And Ms. Gage, | wanted to follow up a
little bit on your concerns with short-term
debt. You've clearly given this a | ot of
t hought .

Normally I woul d have expected OCA to
encour age short-term debt because the rate
I's, of course, lower than the rest of the
debt; yet, the OCA went the other direction.
And | do understand, | think, your point
about not know ng what the -- the Conmm ssion
doesn't control or regulate that rate. But
it's still a known rate. At |east we can
| ook at the Conpany's books and under st and
what that rate is, what is known and
measurable, even if it's not regulated. So I
was hopi ng you could just add sone color into
your thought process for renoving short-term
debt fromthe wei ghted average cost of
capital cal cul ati on.

(Gage) A couple of things come to m nd about
that. | would say that that short-term debt
rate is known in the short term And al so
sone of what ny research at the OCA is

showng is that ratenaking treatnment is as
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i mportant as renoving a snmall anount fromthe
Conpany's cost of capital that shifts the

bal ance toward t he Conpany's i ncreased

wei ght ed average cost of capital. But it's a
smal | anount in exchange for ratemaking
treatnent that's nore clear and conci se and
able to be regulated directly by the
Conmi ssi on.

Very good. Thank you. That's hel pful.

And then ny final question in your
testinony was -- it's actually in the
Settlenment -- and it goes to Conm ssi oner
Si npson's question on whole life
depreci ation, et cetera, would you -- | just
want to follow up on that questi on.

Wul d you say that the OCA has a
preferred nethod of depreciation for New
Hampshi re, i ndependent of the Settl enent
here?

(Gage) Compl etely i ndependent of this case,
at this point in time, if the OCA had to
stri ke out and choose, we woul d choose
remai ning life.

Ckay. Thank you.
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Ckay. So I'lIl turn to the Settl enent
itself now And ny first question was on the
Settlement at Page 5. There's discussion of
anorti zation of the Eversource acquisition
costs of Aquarion, and there's a di scussion
of nunbers being anorti zed over 20 years.
What is the dollar anobunt that's being
anortized over 20 years?

(Szabo) It's a total of 5.7 mllion and
change. | don't have the nunber in front of
me right now.
Ckay. And what conposes those costs? Are
those sort of costs of managenent expenses,
adm ni strative expenses? Wat is that 5.7
conposed of ?
(Szabo) They're nostly external fees. And
' mgoing to call up a schedule right now
that 1'll be able to give you further
br eakdown on t hat.
Ckay. Yeah, take your tine.

(Pause)
(Szabo) So the total is $5,706,744. And the
conmponents of that, the first one is

I nvest nent banki ng fees of approxi mately
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3 mllion; external |egal services of

approximately 1.5 mllion; other outside

consulting fees noted here,

Pri cewat er houseCoopers, Deloitte and ot her

consul ting of approxinmately 970,000. There's

Federal Trade Conm ssion allocation fee of

125, 000; and then a handful of other fees,

sone of themrelated to printing. | don't

have a further breakdown on the snaller

gr oup.

You covered nost of it. Can you share your,

the Conpany's logic on why that is a

rat epayer expense and not a sharehol der

expense?

(Szabo) | don't know that we're | ooking at it

in that regard. But what we were | ooking to

seek recovery of is really if there's

increnment -- if a transaction resulted in

I ncrenental savings to allow the Conpany to

recover sone of those expenses. So in our

mnd, it really is neutral to the custoner.
If we quantify the 5.7 mlIlion and

anortize that over 20 years, that

anortization expense is still below what we
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are seeing in annual savings as a result of
the transaction. So there's a net benefit to
the custoner as a result of the transacti on,
but still allowi ng the Conpany to recoup sone
of those expenses.

Ckay. Thank you. That's hel pful.

Ckay. So let's nove to Bates Page 5, |
think. Well, it starts on Page 5, but it's
really Page 6 of the Settlenment. And there's
di scussion on that cost of debt with a 5.68
cap. And "cap" is an unusual termfor a
Settl ement agreenent because it's either --
inny mnd, it's either fixed or it's not
fixed for the termof the Settl enment.

Is there intention that that 5.68 cost

of debt floats or sonehow changes? | don't

under stand the use of the word "cap.
Ms. Gage, you can take that if you'd
li ke.
(Gage) It's ny understanding that it does not
float at all. It's just the word "cap" was
sel ected as the neaning for fixed.
Wul d you concur?

(Szabo) Yes. And | do believe it was al so

53

{DW 20-184} [Hearing] {06-22-2022}




© 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: SZABO|GAGE|LAFLAMME]

>

intended to take into the fact that we
haven't performed that refinance yet. So if
we were to refinance, and the costs -- you
know, if it wound up being greater than that,
t hat the Conpany is not able to cone back and
ask for that.

Ckay. In this rate case?

(Szabo) Correct.

Ckay. Very good.

One bafflenent that | had when review ng
the Settlenent was that, you know, in the
current debt environnent, even today, we're
at historically |lower rates of debt. And
certainly during the course of this rate case
it was, you know, even lower. | think a year
or two ago it was, you know, a couple points
lower. And | think the Conmm ssion has
signaled in other rate cases that sort of a
50/50 split is normal. And so |I'm struggling
with the percentage of the cost of equity at
54 percent, cost of debt at only 46. [|I'm
taking i nto account Ms. (Gage's conversation
bef ore on short-termdebt. But I'm

struggling to understand the reasonabl eness
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of this debt-to-equity ratio. |If anyone
woul d care to comment on that.

(Gage) And you just were using sone terns
there, 54 --

Yeah. [|I'mjust |ooking at the wei ghted
average cost of capital on Page 6, Bates
Page 6 of the Settlenent. |It's 54.42 percent
equity and 46 -- 45.57 percent long-term
debt, with a little bit of preferred equity
in there to arrive at the wei ghted average
cost of capital of 7.54. And |I think we
nornmally see nore |ike 50/50 splits, and

certainly we've been noving in that

di rection.
(Szabo) I will just add that it is based on
the test-year capital. So stripping out the

short-term debt and the remaining long term

It was just a mathematical determnation. |t
wasn't a settled anopunt. It was based on a
test year.

And |I'm not sure, and maybe Ms. Gage coul d
comrent on ot her states.
I n New Hanpshire, the wei ghed average

cost of capital conputation is not
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necessarily tied to the actual debt. So it
can float. It can be different than the
actual debt. These are just sort of
processes for determ ning the wei ghted
average cost of capital. So I think a good
place to start is the actual cost of debt.
But I'msort of, you know, still baffled by
the rate of percentages. Maybe soneone can
just give some color?

(Gage) Yeah, so it would seemthat you're

| ooki ng toward ny background with this. And
so | would say that to ne this doesn't feel
very i nbal anced. Certainly not enough to ask
the Conpany to settle on, for exanple, a
hypot heti cal capital structure where we

I mpute a 50/50, for exanple. W didn't see
t hat inbalance in this instance. | have had
cases in the past in other jurisdictions
litigated with regard to inputing a

hypot hetical capital structure. But the
preferred nethod is to use the actual nunbers
that reflect the actual ratios of equity to
debt and so on.

So if the OCAis -- has in mnd a future rate
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case and is thinking towards the next rate
case, does the OCA have any thoughts on the
debt-to-equity ratio that they would | ook for
in future rate cases?

(Gage) Do you nean a specific nunber that
would say a red flag and i nbal ance?

Well, when you're | ooking at other

nonopol ies, as you did in sone of your
conpetitive analysis, and you | ook at what

ot her nonopolies are doing across the
country, | think that the 50/50 split is nore
typical. So if the idea was that for
Agquarion's next rate case you wanted to see
themat a 50/50 split, you would start to
nmove in that direction or signal that

di recti on now.

(Gage) So | do know that other jurisdictions
do nove toward or mgrate toward, again,
hypot hetical capital structures. But ny
experience is very much seated as close to
actual capital structure as possible. And in
the past |'ve seen that that works to the

rat epayers' benefit nore often than not. So

ny | eanings are toward the actual capital
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structure of the conpany as nuch as possi bl e,
again with short-term debt renoved, because
usi ng an AFUDC rate for short-term debt kind
of mrrors the type of capital and allows the
Commi ssion to regulate the rate.

Ckay. Very good.

And the place '"mgoing to is it would
only be fair to the Conpany if in the next
rate case they were asked to go to a 50/50
rati o, given the cost and the tine it takes
and the effort to change the debt structure.
It would only be fair to conmuni cate that up
front so that the Conpany had tine to react
and do things in an efficient way.

So it sounds |like fromthe OCA's
perspective, you're satisfied with the 46/54
split.

(Gage) | am yes.

In this case and future cases?

(Gage) And future cases. And yeah, |
wouldn't... if I were in your seat, |

woul dn't try to instruct a conpany to
rearrange their capital structure to fit a

hypot hetical to actual natching scenario, for
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exanple. |Is that what your question was
aski ng?
That's a fair answer. No, | appreciate it.

I just wanted to get your perspective. That
makes sense.

And M. Laflamme, do you have an opi ni on
on this?
(Laflamme) Yes. | would have to say that the
Departnent's position mrrors that of the
Commi ssion, that optimally the Department
woul d want to see a debt/equity structure as
close to 50/50 as possible. In this
particul ar case, we did specifically exam ne
the Conpany's capital structure. And I|'l]|
preface what | say by the fact that I|'mnot a
cost of capital expert. But in discussions
with individuals within the Departnent that
are nore know edgeable than | amrelative to
capital structure, | would say that the
Departnent is confortable wth the capital
structure that is being presented in the
Settl enent Agreenent.
(Gage) If | could add, | also concur with the

preference toward 50/50. But in ny view,
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again, the conpanies are savvy with regard to
their capital structure. So, | nean, forcing
a capital structure on a conpany coul d be

di sadvant ageous to ratepayers. So | concur

t hat one hopes for as close to 50/50 as
possi bl e, but to get overly instructive to
conpani es regardi ng that disregards their
expertise for lowering their own cost of
capi t al

So | think if we were | ooking at

Aquarion/ Eversource, | think it's fair to say
that it's one of the safer water utilities in
New Hanpshire froma ri sk perspective, right.
So just to stay wthin the current

hypot heti cal and not reach outside this rate
case, if Eversource and Aquarion's debt
rating were to drop significantly, it would
becone | ess safe, how would you -- how woul d
t he wei ght ed average cost change in that
scenari 0?

(Gage) My guess is it would increase.

Correct. Now, would you -- now keeping in

m nd that they have | ong-termdebt, right.

So as we were tal king about earlier, you have
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debt that's been on the books. It mght be a
20, it mght be a 30-year note. So the cost
itself isn't going to change because that
debt is |locked, right, for sone tine period,
I mean in our case a long tine period here.
So if the weighted average cost of capital
changes, how would it change if the debt was
fixed -- in other words, the tranches of debt
were fixed? The tranches of debt aren't
changing, right. They're already out in the
market. It's whatever the rate is.

So if the risk of Aguarion goes -- if
the risk increases, would you see any change
in the cost of capital? | think you answered

yes, and then | think now you' re answeri ng

maybe not .
(Gage) Well, no, no, no. | believe then you
woul d see the return on equity increase. |Is

t hat what you're asking?

Yeah, |1'm asking for your opinion of how the
wei ght ed average cost of capital would change
i f either Aquarion were to becone nore risky,
or we were tal king about a different water

utility in New Hanpshire that's not as safe
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as Agquarion and Eversource.

(Gage) In the first instance, where Aquarion
becones nore risky, their actual return on
equity woul d supposedly increase, and then

t hey may cone to the Comm ssion and they nay
be all owed a higher return on equity. And
that's "may be." So those do not have to
exactly natch.

And in the second instance, with a
Conpany that's nore risky than Aquarion, they
m ght see a higher return on equity, actual
return on equity, excuse ne, and then the
Comm ssion may all ow them a higher return on
equity.

Ckay. Thank you.

M. Laflamme, any additional comments on
t hat ?

(Laflamme) | don't have anything additional.
Ckay. Very good. Ckay.

(Gage) | actually have an additi onal coment
on that.

Sure.

(Gage) So in this instance we negotiated a

9.1 percent ROE. And the Conpany is up for
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rei ssuance or renegotiating sone of its debt
as we just discussed. So in the case of
Aquarion, it could be harnful to not just the
Conpany but al so the ratepayers to push their
return on equity down enough that the
psychol ogi cal optics of their return on
equity damages their credit rating. So that
coul d be damaging to residential ratepayers.
So it's a careful balance to negoti ate.
Yes. And I'll just add one nore
comrent / questi on before we nove on, and that
is -- and I'lIl make this a record request for
t he Conpany.

But to your point, Ms. Gage, if we hold
t he wei ghted average cost of capital constant
at 7.54 percent, hold the |ong-term debt
constant at 5.68, nmke | ong-term debt 50 and
comon equity 50, what would the return on
equity be? | think it'll be about
9.4 percent. And the reason I'mgoing to
this place is that would sol ve the problem
and in effect inprove the problemthat you're
suggesting, that return on equity woul d be

very favorable to sharehol ders and be very
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interesting from you know, both an equity
and a debt perspective. So |I'd |like to make
that a record request just to understand how
it would change if that were to occur.

I would like to nove on to the step
adj ustment as the next topic. So | was gl ad
to see that the nunber of steps was reduced
fromthree to one. So that's a very positive
devel opnent. | did have sone questions.

It includes 2020 and 2021 plant in
service. And then it included known and
nmeasur abl e wages, sal aries and benefits,
whi ch was a negative nunber. But |'ve never
seen that included in a step adjustnent
before, and I was hopi ng soneone coul d
comrent on known and neasur abl e wages,
sal aries and benefits in the step.

(Szabo) | can start with that. So in the
step we have an adjustnent for $44,442. It's
additive to the revenue requirenent in the
step. It was an itemthat cane about through
our Settlenent discussions. These are

rel ated to known wage i ncreases that

occurred, effective in April of 2021. So we
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had -- the Conpany had initially included
those in their initial application for a base
rate proceeding. And it was agreed upon
t hrough Settl enment to exclude those fromthe
known and measur abl e changes and agreed to
nove them here to the step adjustnent.
Ckay. And those reduce the revenue
requi rement or increase the revenue
requi renment ?
(Szabo) They are increasing the revenue
requi rement in the step adjustnent, and they
decreased -- it was a negative adjustnent to
our initial rate application.
Ckay. So it's just a one-for-one. It's a
timng thing.
(Szabo) Correct.
Ckay, okay. Very good.

I think we have a couple of choices with
the step calculation. W've done this in
ot her dockets. |If the Conm ssion doesn't
have a super good understanding of the step
cal cul ation, we can defer a ruling on the
step calculation itself until a future

docket, or we can wal k through the step here
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and at least try to get through that hurdl e.
Maybe just a couple of questions to make sure
t hat we under st and.

So in the 2020 and 2021 years, you're
addi ng non-growt h assets; correct? So that's
Step No. 1.

(Szabo) Yes.

Ckay. And is there any contribution,
positive or negative, fromthe test year? So
are you bifurcating; so the test year is out
of the cal cul ati on altogether and you're just
| ooki ng at non-growt h assets in 2020 and
20217

(Szabo) That's correct.

Ckay. And then you cal cul ate the
depreci ati on on those non-growth assets. And
that's -- forgetting about the wages and

sal aries piece, that's the anobunt that you're
seeki ng recovery on.

(Szabo) Yes.

Ckay. Al right. And then the fina

section, back to Section 5, Bates Page 8, the
W CA. So as Conmi ssioner Sinpson was

hi ghlighting, it was approved as a pilot,
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| ooks |i ke back in '08 and then again in 2012
and continuing on a permanent basis. So |I'm
questioning why the position of nmoving froma
pilot to permanent was -- what's the logic or
t he benefit of that?

(Szabo) 1'll speak fromthe Conpany's
perspecti ve.

Havi ng t he program desi gnated as a pil ot
wi th each annual filing, it's unknown until
you start the proceedi ng whether, you know, a
deci sion could be nade to just say, you know,
we're not interested in your WCA filing or
reviewsng this. Wen we |ooked to nove it to
what we're calling "permanent,” it doesn't
renove any of the due diligence surrounding
t he application and the review of the
request. It just notifies -- it allows the
Conpany to know that the program you know,
the i nvestnments that we're nmaki ng are goi ng
to be eligible for recovery, that it's not a
question each tine we go to do the filing,
whi ch i s obviously always after the
i nvestnent's al ready been put in place.

Ckay. Very good.
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And what is the estinmated dol | ar anmount
of the proposed WCA surcharge in February of
2023? Conmm ssioner Sinpson night have asked
t hat question, and | m ght have m ssed it.

Is there a dollar amount that you have

al ready esti mat ed?

(Szabo) So ny estimate is based on capital
projections that mght be a little stale
today. But just to give sone reference,

t here was one nmin replacenent project
contenpl ated in our 2022 budget. That budget
was prepared a couple nonths ago, so | can
certainly get an update on that. But that
was estimated to be, | think, approximtely
$300,000. So if we look at the weighted
average cost of capital that's currently in
the Settlenent and gross that up, | would
esti mat e about 10 percent on that 300, 000, so
about a $30, 000 i ncrenental revenue. The

revenues that we're looking for in this

Settlenent are just north of $7.3 mllion.
" mnot doing the math that well in ny head
right now, but it'll be |less than

one percent.
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It's small.

(Szabo) Yeah.

And that really, you know, sort of -- and I
know this knife has two edges. But there's a
| ot of conversation, a |lot of discussion, a

| ot of effort put towards WCA, its 30K

I ssue. You know, why not just inprove

this -- include it in the step or do it in
sonme other, nore sinple way than having this
W CA i ssue hangi ng out there?

(Szabo) I think we had not considered putting
it in the step just because there are other
saf eguards around the WCA programreally to
address sone of the concerns that, you know,
ot her parties have raised with the program
Keeping it within the WCA program then has
it assessed cumul atively agai nst the

7.5 percent cap. So that was sone of the
reasons why we decided to keep it separate.
Yeah. And it just seens like it would be
easier, if you' re making a capital

i nvest nent, whether you call it a step or you
call it WCA, you nentioned saf eguards, and

maybe | don't fully appreciate what those
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safeguards are, but it just seens like it's
all capital investnent. |It's capital

i nvestnent that the Conpany needs to nake.
It's capital investnent that all parties
agreed to. So it sort of seens like all this
could be captured in a sinpler way than it
is. Sol'djust like to give you the
opportunity to comment on that.

(Szabo) | would say that the Conpany is not
opposed to that approach. | don't really
have anything nore to add other than that.
The format that we tried to do in terns of
the presentation of this step, we tried to
nodel it off of the WCA filings, such that,
you know, it would be -- lend itself to an
easier review for parties. But, you know, if
there's a willingness to conbine the two, we
woul dn't object to that.

Ckay. M. Laflame, Ms. Gage, do you have
any coments on that?

(Laflamme) | would say that we're in favor of
the WCA program and that it sets paraneters
relative to the annual increases because

we're sensitive to single-issue ratemaking.
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We believe that a conpany's rate should be
tied to an historical test year. | think the
problemwith instituti ng several step
adjustnents is that it really clouds the

hi storical test year scenario that this

Conmm ssion has historically set general rates
under. And so we're just being careful. And
we believe that the WCA program as

currently -- as it's currently operating, as
proposed in the Settl enent Agreenent, insures
t he sanctity of an historical test-year

rat emaki ng and avoi ds the issue of

si ngl e-i ssue r at enaki ng.

And I'"mjust trying to understand a little
bit better. You like the WCA because it's
sort of this annual adjustnent that keeps
things trued up. |It's easy to get your hands
around. It's sort of nethodical and
sonething that's easy to nonitor. |Is that a
fair -- am | capturing that right?

(Lafl amme) Yes. You know, the advantages are
that it incentivizes the Conpany to nake
necessary main replacenents in order to

mai ntain reliability, systemreliability.
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And then for the custoners, rather than being
hit wwth a large rate increase, you know,
every three to four years, it helps to
mtigate rate shock, fromthat perspective.
And maybe wal k through the DOE s position

on -- | understand your position on WCA, but
then |I' m havi ng troubl e under st andi ng why
that's different than a step. So why woul d
you then not support a step every year for

t he sanme reason?

(Lafl ame) Step adjustnent, | nean, it's
really -- it would -- this anounts to an
annual step adjustnent --

R ght.

(Laflamme) -- really. But we're confortable
wth the paraneters that have been set with
regards to the limtation on the anpunt of

t he annual increase, the anmount of the

cunul ative increase, the fact that the WCA
programas it's created allows input not only
by the DOE and the OCA, but also invites

i nput fromthe affected comunities as well.
So that's -- | think realistically we are in

favor of the W CA program because of the
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saf eguards that have been i npl enented so that
annual rate increases don't get too out of
control or too separated fromthe | ast

hi storical test year.

And | just want to make sure | understand the
word "safeguard.” Wen you say "safeguard,"”
can you just please define that ternf? | just

want to make sure |' m understandi ng what
you're saying. Wiat is the "safeguard"?
(Lafl amme) The percentage, | think -- subject
to check, but | believe that the annual W CA
charge can't exceed 5 percent per year, and
froma cunul ative point of view, it can't
exceed 7-1/2 percent.

Ckay. That's what you nean by "safeguard."

I just wanted to nmake sure | understood --
(Laflamme) And the fact that it's limted to
mai n repl acenents and ot her repl acenents
above a fl oor anount.

And then that 5 percent or 7-1/2 percent cap,
what's the denomnator in that? Five or
seven and a half percent of what?

(Lafl amme) The | ast approved revenue

requi rement.
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Ckay. So the test-year revenue requirenent?
(Laf |l anme) Yes.
Ckay. Thank you. That's all.
(Szabo) 1'Il just add one clarifier. |It's
t he test-year revenue requirenent, but it
excl udes m scel | aneous fees.
Ckay, okay. That gives us roughly the right
nunber. It just seens |ike an awful | ot of
work to go through for $30,000. But that's
why | ' m aski ng.

Ms. Gage, did you have anythi ng you
wanted to add?
(Gage) | would concur with the DCE s general
statenments about the WCA program But |
woul d al so add that having this incentive for
t he Conpany to ne seens particularly
I nportant because aging infrastructure is a
pretty serious risk to the Conpany and to the
ratepayer. And this program addresses both
of those concerns, you know, on both sides;
so incentivizing the Conpany to reduce sone
of that risk through investnent as well as
provide the ratepayer with the updated

infrastructure that they paid for.
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So when you say "incentivize the Conpany,"”
what you nmean is they're adding capital in a
process that everyone's confortable wth,

obvi ously inproving things as you suggest ed.
But the reward that they get is a return on
their capital at the wei ghted average cost of
capital. That's the reward you're speaking
of ?

(Gage) Where in your question "they" are the
Conpany? Yes.

Yes.

(Gage) Yes.

| just wanted to nmake sure | understand what
the "reward" is. So the "reward" is a return
on the capital that they're investing inside
of a process that the OCA and the DOE and t he
Conpany is confortable wth.

(Gage) Right. And | would al so add nore
certain return of that capital

Ckay. Very good.

(Szabo) If | could add, too, in regards to
the program 2022, the investnment that |
menti oned, m ght not be reflective of what we

see every year. There's a couple of factors
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that weigh into the timng of when we do a
mai n replacenent. And it could be sonet hing,
you know, working on paving coordination with
the towns if we know that certain streets
that we've identified in our pipeline as
being in need of replacenent. Those cone up
on a pavi ng coordination schedule. The
timng could be influenced by that, as well
as the Conpany's overall capital programfor
the year. So depending on if there's other
costly investnents, you know, for treatnent
upgrades or whatnot cone into play. W want
to make sure that we are always | ooking at
trying to balance ultimate rate i npact when
we determne the timng of investnents.

Very good. And |ast question is do you have
handy, and if not we can just nake it a
record request -- do you have handy the W CA,
let's call it the "WCA surcharge" for the

| ast five years or so? You nentioned it was
300K going to 30K -- 300K capital, 30K reward
to the Conpany in the comng tinme peri od.

But what has it been running the |l ast four or

five years?
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(Szabo) | can certainly grab that. |'m not
on the network right now But | can get that
today if we have a quick recess.

Sure. And | think what we can do is we can
go to redirect -- well, 1'll tell you what.

CHAl RVAN GOLDNER: W probably want
to take a break here, Comm ssioner Sinpson
and then we can go to redirect and then
cl osi ngs?

Wul d that be okay with everyone?

MR TUOVALA: Yes.

MR, VENCRA: Yes.

CHAl RVAN GOLDNER:  Ckay. Thank
you. So we'll go -- well, let's conme back at
five mnutes until the hour, 15 m nutes, and
then we'll resune at that tine. Of the
record. Thank you.

(Brief recess was taken at 10:41, and
the hearing resuned at 11:02 a.m)

CHAI RVAN GOLDNER: So Conmi ssi oner s
just have a couple followup questions before
we nove to redirect. So we'll just wap up
here with a couple of |ingering questions.

Conmmi ssi oner Si npson.
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COW SSI ONER SI MPSON: Thank you.

BY COWM SSI ONER SI MPSON:

Q

Foll owup with respect to the intent,

original intent of the WCA program And |I'm

hopi ng that sone fol ks m ght be able to
confirmny understanding. And | think about
parallels to the gas utilities and the cast
iron bare steel replacenent prograns, where
we have aging infrastructure that over tine

requi res replacenent and a neans of the

Conmpany annual |y providing new infrastructure

and havi ng a nechanismto recover those

costs. |Is that generally or directionally

what the W CA program was i ntended to provide

back in 20087

(Laflame) | would say yes. And | would
specifically draw your attention to

Exhi bit 16, which is the testinony of the
DOE' s engi neering consultant, M. Dougl as
Brogan. And he eval uated the W CA program
from an engi neering point of view And I
woul d have to say that | think your
assessnent is correct, that one of the main

goal s was to encourage the repl acenent of
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substantially old infrastructure.

And in M. Brogan's testinony, he points
to the fact that -- and this is on Page 3 of
his testinony. He says that Aquarion's
system dat es back from about 1907, which, you
know, he comments on as "old enough to have
deteriorating nains." And above that he
presents a coupl e of anal yses, you know,
relative to the success of the W CA program
What the percentage increase in the
i nvestment dollars were pre-W CA versus
post- WCA and al so feet of main repl aced
pre-W CA versus post-WCA. And the
conparison, both in the anmount of dollars
spent and the nunber of feet replaced, is
very striking. And so | would encourage the
Commi ssion to review M. Brogan's testinony
in that regard.

Thank you. And perhaps you or the Conpany
coul d speak to the approach and pl anning for
i nfrastructure repl acenent.

How does the Conpany plan? Wat's the

forecast for conpleting main replacenent at a

date certain? Wat do you intend to do
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annually, mrroring issues |like coordination
of paving with nunicipalities? How does the
Conmpany's forecast and plan work for the WCA
pr ogr anf

(Szabo) So I'lIl talk in general because it's
sonet hing that's handl ed by our director of
engi neeri ng.

But annually, the Conpany wll | ook at
its pipeline of main and assess based on
certain engineering criteria which ones they
feel, you know, neet certain risk factors.
They score it. That kind of, you know,
engages themfor really the next five years
when they | ook at what they anticipate their
W CA projects being. They then take that
i nformation and comuni cate and coordi nate
wth the towns to see if that nmatches up with
any of their planned paving within the town,
so as to not pursue a nmain replacenent and
tear up the street and then find out next
year the town, you know, had ot her work that
it was planning for that. That really can
be, you know, costly and disruptive to the

people in that area.
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So the WCA programreal ly kind of
facilitates that conmmunication as part of the
annual filing. |It's not just a request for
recovery of projects that were conpl et ed.
It's al so a discussion of what's in that
pi pel i ne and what the assessnents are, in
terms of why there's a need for it and those
sorts of things.

And does the Conpany provide a forecast or a
plan for infrastructure replacenent?

(Szabo) Yes.

And what's the date certain for conpletion of
t hose nmin repl acenent s?

(Szabo) | think it is dependent upon, you
know, when the projects start. | nean,
there's typically a construction season. But
I don't know that there's always a known end
date for when they'l|l be conpl et ed.

Certainly when we prepare the annual W CA
filing, there's an expectation that it wll
be conpleted within the cal endar year. And
that's what the tine frane in this Settl enent
has actually | ooked to anend the applicable

periods. W'IIl be | ooking at cal endar year,
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you know, placed into service that would be
filed in the comng -- in the foll ow ng
guarter.

Ckay. And I'mthinking about the question of
t he permanence of the program | ooking at the
Cast Iron Bare Steel Repl acenent programfor
the gas utilities in New Hanpshire or the G
Set programfor gas utilities in the state of
Massachusetts. Those prograns are -- they
have a date at which they end because the

i ntent of the program has been conpl et ed;
that aging infrastructure has all been

repl aced.

(Szabo) | see. So | don't know that that
woul d apply here for water. The Conpany

| ooks to achieve -- or its goal is a

one percent replacenent rate on main. And at
that rate, | think, you know, it would take a
hundred years for us to get there. And you
just continue the cycle. So there has not
been a di scussion on an end date for the
program

So then, presunably we're | ooki ng at

infrastructure that's -- sone infrastructure
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t hat has been replaced or that was put into
service a hundred years ago that could go
many, many nore years; is that correct?
(Szabo) | don't want to say. |'mnot certain
what all the age of the underlying pipe is in
the system
Ckay. And then the conservation aspect, how
does the Conpany track | ost and
unaccounted-for water with respect to
i nvestnents that have been nade pursuant to
t he W CA progranf
(Szabo) | don't know that there is an actual
tracking for each WCA project to assess | ost
water. | think it's nore done on a
systemw de basis. But I'mnot certain of
t hat answer.

COW SSI ONER SI MPSON: Ckay. |
don't know if you have any foll ow up,

Chai r man.

BY CHAI RVAN GOLDNER:

Q

Yeah, just a couple foll owups to Comm ssi on
Si npson' s questi ons.
I'"mlooking at M. Brogan's testinony,

Bat es Page 3, and he states, "The average
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annual replacenent under the W CA program
cuts that figure nearly in half" --
previously he said 400 years -- "to a little
over 200 years." And then he comments on

t hat' s perhaps not good enough, but nore
desirable. So I'mjust taking into account
sort of all the information.

Did you say earlier that the Conpany
targets one percent but maybe achi eves
sonething | ess than that?

(Szabo) Yes. W are not at a one percent
rate. It's just that's kind of |ike the Gold
Standard that we would | ook to be at. But we
are bel ow t hat.

Ckay. And is this sonething that's typi cal
in the industry, you know, that there's sort
of a one percent replacenent rate? 1Is that
sonething -- how did you arrive at that
nunber? Wiy not two percent or three percent
or half a percent?

(Szabo) 1'Il answer the first part of the
questi on.

I know that's consistent with how we

manage our ot her operations in Connecti cut
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and Massachusetts with that sane, you know,
hi gh-1evel goal in place. As to how it was
derived, that's nore a matter for the
engi neering departnment. | know that they
rely on experts to help them cone up with
t hat .
Ckay. Any comment from M. Laflamme or M.
Gage on that topic?
(Lafl amme) Other than | woul d draw your
attention to Footnote 2 on Page 3, where M.
Brogan states in the footnote, "Both Aquarion
and Penni chuck Water Wbrks share an initi al
general high-1evel goal of 100 years in this
regard, which neither has yet attained."”
Ckay. Very good. So it's not quantified.
But it does share that there was sone
under standi ng for | arger water conpani es here
I n New Hampshire. Ckay. Thank you, M.
Laf | amre.

Anyt hi ng el se on that topic?
(Gage) In this instance, the OCA, you know,
relies on the qualified professiona
engi neers, you know, hired by other parties

in this case, particularly DOE, with regard
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t 0 engi neeri ng.

Wth regard to the program | will state
that it is ny viewthat it's in residential
rat epayers' best interests that an
i ncentivized, accelerated infrastructure
repl acenent program stay in place so that
t hose ratepayers are protected by the
upgr aded, noderni zed infrastructure versus
potentially harnmed by aging infrastructure.
So i nasmuch as the Conpany can be
i ncentivized to accelerate this program we
woul d support that.

Ckay. Very good.

Yeah, | nean, it |ooks like pre-WCA it
was 400 years. W've now noved into the
territory of 200 years, and we aspire to 100
years. So that's an interesting way to | ook
at it. And, yeah, the risk, it |looks |ike
there's certainly risk in the current
approach. GCkay. Very good.

And then | think there was a question
for the Conpany on the spending for the -- or
the "WCA recovery,"” if you want to call it

that for the last five years | think you were
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| ooki ng at on break?

(Szabo) Yes. So we have had six WCA filings
since the inception, totaling $4.8 mllion of
i nvestnent; so averagi ng about 800, 000 a
year, depending on the projects. So the
actual range was from 600,000 to 1.05 mllion
in terns of the annual capital investnent.
And t hat corresponded to a W CA surcharge
ranging from1l.17 to 1.7.

I will add, with the exception of our
last WCA filing, it incorporated through
Settlenment a return to ratepayers of the
I mpact of the reduced federal tax rate. So
we had accrued a return to ratepayers for
t hat reduced rate, and that was incorporated
into that WCA filing. So that WCA
surcharge was actually | ess than one percent.
Ckay. And ny last question. |'mnow puzzled
because |'ve heard -- | think |I've heard the
OCA, the DCE and the Conpany say that they
wi sh that the WCA rate was higher. No?

Ms. Gage, care to comrent on that? |
t hought | understood you to say that a faster

repl acenent rate woul d be supported by the
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OCA.
(Gage) Yes. | would say not for any
i ncentive, but for a reasonable incentive,
yes. Yeah. So acceleration is sonething
that | would support, you know, incentivized
to a reasonabl e rate.
And when you say "incentivize," what | think
of is they're getting a return on their
capital, so they get their weighted average
cost of capital returned.

COW SSI ONER SI MPSON: And

depreci ati on.

BY CHAI RVAN GOLDNER:

Q

And depreciation. That's right. So they
fully recover, plus they receive a return on
their cost of capital.

So given that, |I'mjust wondering why in
Settlenment that rate wasn't increased, given
that it seens |like all three parties support
a higher WCA rate -- a higher rate of
replacenment, let ne put it that way.

M. Laflame, do you have a thought?
(Laflame) | would say that would have to

be -- there would have to be consi derati on
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given to the anount of the annual, the
resulting increase to custoners. So, | nean,
t hat woul d i nvol ve anot her engi neeri ng
anal ysis, you know, of what is the ideal
bal anci ng poi nt between annual repl acenents
and the rate inpact that it would have on
cust oners.
Because this clearly affects every water
conpany in New Hanpshire, and the Depart nent
of Energy is probably in a unique position to
anal yze that picture.

Is that sonmething that the Departnent of
Ener gy, outside of this docket, would be
I nvestigating? O is that sonmething that the
Departnent of Energy woul d recommend that the
Comm ssion | aunch an IR docket? O would you
have any recommendati on on how to nove
forward on the appropriate replacenent rate?
(Lafl amme) | woul d have no recommendati on at
this point.
Ckay. Ms. Gage, would you have any thoughts
on how to get to the ideal nunber for the
repl acement rate?

(Gage) Not at this tine.
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Ckay. Thank you. Does the Conpany have any
reconmendati on?
(Szabo) | do not.
Ckay. |I'mO for 3.
Very good. Thank you.

CHAl RVAN GOLDNER:  Anyt hi ng el se,
Conmmi ssi oner Sinpson, before we nove to
redirect?

COW SSI ONER SI MPSON: | guess the
| ast point | would say is | really appreciate
the OCA and the DCE and the work that you've
done in this proceeding and your availability
today for questions.

In the future, |I'd encourage the
Conpany to bring a broader w tness panel for
questioning with respect to operations and
sonme of the other questions we've had today.
So, a note for the future. Thank you.

CHAI RMAN GOLDNER:  Thank you.

We can nove to redirect.

MR. VENORA: Yes. Thank you.

REDI RECT EXAM NATI ON

BY MR VENCRA:

Ms. Szabo, just picking up on the last -- on
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Conmmi ssi oner CGoldner's |ast point on the

one percent replacenent rate, just to --
out si de of an engi neering perspective, is
that all -- does the Conpany al so consi der
rate inpacts to custoners when it figures out
its WCA program as well as its overall

capi tal progrant

(Szabo) Yes. The overall capital programis
definitely considered on an annual basis when
we' re doi ng our budget and determ ni ng what

t he needs are, and al so under standi ng t hat
every dollar spent is going to have a rate

I mpact .

Earlier in the proceedi ng, do you recall the
questi on from Conm ssi oner Sinpson about the
fact that the Settl enment Agreement does not

i ncl ude a stayout provision? Do you recall

t hat question?

(Szabo) Yes.

From your perspective, do certain el enments of
the Settl enent Agreenent enabl e the Conpany
to stay out, avoid or delay the need for rate
filings over tine?

(Szabo) Yes. In this instance, certainly the
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step adjustment which allows for recovery of

I nvest nent through 2021 will mtigate the
need to cone in sooner, as well as the WCA
program and t hose ongoi ng recovery

I nvest ment s.

And prior to this filing, the Conpany's | ast
rate case was in 2012; is that right?

(Szabo) Yes.

And woul d you say that having the WCA over
that tinme period was a contributing factor in
enabl i ng the Conpany to defer its next rate
case until this current docket?

(Szabo) Yes, it was a contributing factor.

If I could draw your attention, M. Szabo, to
your testinony in this docket, which was
filed as hearing Exhibit No. 7, and
specifically at Bates Page 28 to 29.

In that testinony, did you provide sone
background on the benefits of the WCA
program and t he reasons the Conpany's seeking
to continue it on a -- you know, ending it as
a pilot status and continuing it into the
future?

(Szabo) Yes. In the testinony we had
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identified that we felt the WCA program had
nmet the prinmary goal when it was established
as a pilot in both accel erati ng needed

repl acement and stri king a bal ance between
reduci ng rate shock to custoners at that
time.

Ckay. And in that testinony, is there a
reference on Page Bates 29 of the

Comm ssion's perspective on the benefits of
t he W CA progranf

(Szabo) Yes, there is. On Page 29, starting
on Row 15, there's a quote stating from
Order 25,019 that, "The W CA program appears
to stri ke a reasonabl e bal ance between
reduci ng rate shock to custoners at the tine
of each rate case and providing an incentive
to Aquarion to accel erate needed
infrastructure replacenent. For these
reasons, we wll approve Aguarion's WCA
proposal, as nodified by the Settl enent
Agreenent, on a trial basis."”

Thank you. Ms. Szabo, do you recall earlier
in the hearing today, Conm ssioner Sinpson

was | ooking for sone information on the
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cal cul ati on nmet hodol ogy of the whole life
depreci ati on techni que?
(Szabo) Yes.
And recogni zi ng you're not a depreciation
expert, is there information -- are you aware
of information in the record that descri bes
t hat cal cul ati on net hodol ogy?
(Szabo) Yes. In Exhibit 11, on Bates Page 7,
starting on Row 7, our depreciation expert
defines the whole life techni que.
Ckay. And is it your understanding that that
was the technique -- that that is the
techni que applied in the Conpany's -- the
Settl ement revenue requirenment and the step
adj ust ment cal cul ati on?
(Szabo) Yes, it is.
Thank you.

And | astly, do you recall questions from
Chai rman Gol dner on the concept of recovery
of nmerger-related transaction costs?
(Szabo) Yes.
Am | correct that nerger-related transaction
costs are only recovered to the extent the

Conpany can denonstrate there's been net
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savi ngs that exceed the |evel of transaction
costs fromthe transaction?
(Szabo) That's correct.
Ckay. And am | also correct that in the
Settl enent Agreenent there's a specific -- or
that the Conpany will not recover any portion
of the acquisition premiumrelating to the
mer ger ?
(Szabo) That's correct.
Ckay. Thank you.

MR VENORA: That's all we have for
redirect.

CHAI RMVAN GOLDNER:  Thank you.

W'll nove to the Ofice of
Consuner Advocat e.

MS. DESMET: | do not have any
redi rect questions. Thank you.

CHAl RMAN GOLDNER:  Ckay.

Depart nent of Enerqgy.

MR. TUOVALA: Thank you, M. Chair.
| just have a few brief questions for M.
Lafl amme. One specifically is relating to
Comm ssi oner Sinpson's questions at the very

begi nni ng of Comm ssi oner questi oni ng
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regarding the interimfiling.

REDI RECT EXAM NATI ON

BY MR TUOVALA:

Q

o >» O >

M. Laflame, do you have Exhibit 22, the
Settl enent Agreenent, in front of you?
(Laf |l anme) Yes.

Could you turn to Bates Page 9.

(Laf |l anme) Yes.

Specifically I'm | ooking at Subsection E.
And there's a discussion about the interim
WCA filing. Could you just clarify for the

record what you believe is the settling

parties' intent for this interimfiling and
possi bly put some -- add sone color to why an
interimfiling is necessary froma historical

per specti ve.

(Lafl ame) Yes. Well, based upon the

I mpl enent ati on of W CA programs not only by
Aquarion, but al so previously by Pennichuck
Water Works, | guess from an historica

per spective, the Departnent woul d envi sion
that the interimfiling would take pl ace
sonetine in the fall and would result in an

approval of the 2022 capital inprovenent
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budget. And that approval woul d take pl ace
prior to when the Conpany files for recovery
of the 2022 capital inprovenents in the WCA
program

So M. Laflamme, is it fair to say, in other
terms, this is bridging the gap between what
we hope is Conm ssi on approval of the

Settl ement Agreenent and the W CA program and
t hen junp-starting the process, where the
budget needs to be approved before the

Commi ssion can | ook at approving the

resul ting surcharge the next year, and that
basically in future years it wll all be
conbined in one filing, where the budget is
submtted, for the future years is submtted
at the sane tine recovery for the previous
year's investnents i s made.

(Lafl amme) That is correct.

And has this been ordered before, to your
know edge? Has the Comm ssion ordered

i nterimbudget filings for mechani sns such as
the WCA and t he QCPAC?

(Lafl amme) Yes. At the outset of all of

those prograns for the utilities that were
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i nvol ved, yes.
| had one final question. [It's just
clarification of sone statenents that were
made by the panel earlier. And this is in
the regards to the percentage cap of the WCA
and how specifically the percentage WCA is
deri ved.

| believe it was stated that the WCA
woul d be based off of the test-year resulting
revenue requirement. |Is that the -- is that
actually what is going to happen in this
I nstant docket? O is it based upon the
resulting revenue requirenent of the Step 1
adjustnment, if approved?
(Laflamme) It's the Departnent's -- the
Departnment envisions that it would be the
test -- the revenue requirenent based on the
test year, as well as the Step 1 adjustnent
and the revenue requirenent resulting from
t hat .
Ckay. So in other words then, the bl anket
statenent woul d be that the W CA percent age
relates to the nost recently approved

aggr egat e revenue requirenent by the
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Conmi ssi on.
(Lafl amme) That is correct.

MR TUOVALA: | have not hing
further. Thank you.

CHAI RVAN GOLDNER:  Ckay. Thank
you, M. Tuonal a.

Ckay. Very good. W can nove to

releasing the witnesses. |I'd like to
t hank -- along with Comm ssi oner Sinpson's
comrents earlier, I'd like to thank the

W t nesses today for sone excellent testinony.
Thank you very nuch. You can --

COW SSI ONER SI MPSON: And
coll aboration in terns of Settlenment. So
t hank you for all the work that the parties
di d.

CHAI RVAN GOLDNER: And you can --
wher ever you're nost confortable, if you'd
li ke to stay there or go out to the other
area, either way as we wap up is fine.

Ckay. Very good. W thout
objection, we'll strike |I.D on Exhibits 6
t hrough 22 and admt themas full exhibits.

We have the one record request.
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M. Venora, any questions on the record
request ?

MR VENCORA: Yes, Chairnman ol dner.
We just want to nmake sure we under st and
exactly what it is you're |looking for. |
could state what | think I heard, or you
could restate what you really want.

CHAl RMVAN GOLDNER: | can restate
it. Let nme pull up the table just so that
' m |l ooking at the same figure. Ckay.

So using the table that begins on
Bates Page 6 for the | ong-term debt and
| ong-term -- and conmon equity percentages,
just change those to 50/50. Keep the
| ong-term debt at 5.68 percent. Keep the
wei ght ed average cost of capital at 7.54.
And then solve for the cost of common equity
currently at 9.1 percent, and then it'l]I
I ncrease to, you know, 9.4 or sonething |ike
that. So it's just solving for conmon equity
given a 50/50 debt-to-equity ratio.

MR, VENORA: Ckay.

CHAI RMVAN GOLDNER:  Thank you.

MR. VENCORA: Thank you. That's
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cl ear.

CHAl RVAN GOLDNER: Ckay. Just a
nonent .

(Commi ssioners confer off the record.)

CHAI RVAN GOLDNER:  Ckay. | think
we are ready to nove to closing argunents.

M. Venora, if you can in your
closing, which will of course be last, if you
coul d maybe nake sone comment for the
Commi ssion on the relationship of what we can
expect via the Abenaki acquisition. W're
not -- the Comm ssion's not totally clear.

We know what we're approving today. W're
not entirely clear on how all the Abenak

vari ous dockets get resolved into an Aquari on
resolution. So if you can maybe just comment
on that, 1'd appreciate it.

MR. VENORA: Ckay. |If you see ne
| ooking up a few things in the neantine,
that's what |' m wor ki ng on.

CHAl RVAN GOLDNER:  Att or ney Desnet
offered to go slow, so we're cover ed.

So, okay. Very good. So let's

perhaps start with Attorney Lowy and the
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Town of Hanpton.

M5. LOARY: Thank you very nuch.
Let me get that m crophone closer to ne.

| don't have very nmuch to say. The
Town of Hanpton was very happy to be able to
participate in the Settl enent negoti ati ons.
We participated in nany technical sessions,
and we really feel |ike our input was heard
in the Settl enent Agreenent that was put
forth. W support the Settl enent Agreenent
that was filed as Exhibit 22 a
hundred percent, and we believe that it
represents a just and fair rate and is a full
conprom se between all the parties. So we
ask that the Conm ssion adopt -- the
Commi ssi oners, excuse ne, adopt the
Settl enent Agreenent. Thank you.

CHAI RMVAN GOLDNER:  Thank you.

And we'll nove to the Town of North
Hanmpt on and Attorney Ri chardson.

MR Rl CHARDSON: Thank you, M.
Chai r man Conmi ssi oner.

We're here obviously to ask that

you approve the Settl ement Agreenent as just
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and reasonabl e under RSA 378:7 and 374:2. W
think it reflects a good conprom se.

" mgoing to shift so |I'm not
tal king to the back of ny co-counsel's head.

It was refreshing to hear the
Conmm ssi oners' questions today. | think you
grasped a lot of the inportant issues. The
questions that you asked and the concerns
t hat you expressed were the same ones that
the Towns had in this process, related to
whet her it was rate of return on equity,
return on debt, capital structure, the water
i nfrastructure, conservation adj ustnent,
WCA. And the other concerns that the Towns
had com ng in was the issue of over-earning,
whi ch had happened in the past, and that's
what ki nd of brought us in here. W think
this conprom se addresses those concerns.
I "' m not suggesting the Towns got everything
we wanted or hoped for. But |ooking at where
we are under this agreenent and to where we
were and have been historically in past
years, |ong before any of you were where you

sit today, the Towns were concerned because
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we were seeing rates of return of 12 to
13 percent on equity, and at the sanme tine we
were seeing WCA adjustnents. And that's a
really big change that we're seeing now with
the provision that's going to be added with
the 50 basis point cap. Wat that neans is,
as you heard Ms. Szabo expl ain when she
testified, is that if the Conpany is in a
situati on where expenses are down, water
sales are up -- water conpanies, their
revenues can really fluctuate significantly
fromyear to year -- if they're above that
rate of return set by this agreenent of
7.54 percent by nore than 50 basis points,
they'I| defer a WCA filing. And that's a
real benefit that is inportant and not to be
over | ooked.

| think from our perspective, we
al so | ooked at the debt-to-equity structure,
the proportions of equity and debt in the
Conpany's capital structure. But there's
also the rate of return. And |I think | agree
with what the witnesses testified to today.

This was a reasonabl e bal ance. (Obviously the

{DW 20-184} [Hearing] {06-22-2022}




© 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: SZABO|GAGE|LAFLAMME]

9.1 percent rate of return on equity really
reflects what that capital structure was.
And if we were to change that, we would
probably end up wanting a different nunber,
or Aquarion would, or the Towns woul d.

So | think those questions that
were asked were really great and shows that
you were | ooking at the sane things that we
were. But | encouraged us to accept the
terns of the Settl enent Agreement because
think taking all those factors into account,
It reaches a good result.

So with that said, | think I'lIl go
back to the main point, which is we think
this is a good conprom se on all of the
issues. It's a just and reasonable rate that
results. And we thank you for your attention
and for allowng us to participate in this
proceedi ng and hear our comments today.
Thank you.

CHAI RMAN GOLDNER:  Thank you.

We'll nove to the O fice of
Consuner Advocate and Attorney Desnet.

MS. DESMET: Yes. Thank you.

105
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In my mnd, | thought I would be
brief, despite apparently ny prom se nade to
go slow and to take up a significant anount
of time. But | do -- the OCA echoes what has
al ready been said. The Conmm ssion has heard
fromthe panel of wtnesses. And we urge the
Conmi ssion to approve this Settl enent
Agreenent. This was the result of many
Settl ement di scussions, separate caucuses
anong parties internally and parties
separately. So this really was given a | ot
of thought. And the OCA does feel this is a
just and reasonable result, and the
Settl ement Agreenent is in the public
interest and it is a conpromse that is
advant ageous to ratepayers, and urges the
Commi ssion to approve it.

CHAI RMVAN GOLDNER:  Thank you.

And we'll nove to the New Hanpshire
Departnent of Energy and Attorney Tuonal a.

MR TUOVALA: Thank you, M.
Chai r man.

Most of ny closing is a repeat of

what everyone el se has stated. But at | east
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for the record, I1'd like to state that, as

t he panel of w tnesses have testified, the
Departnent of Energy fully supports al
aspects of the Settl enent Agreenent,

i ncl udi ng the permanent rate revenue

requi renent, the Step 1 adjustnent, the

per manency of the W CA program as descri bed
by all testinony today and explained in the
Settl ement Agreenent. The DOE contends this
Settl enent Agreenent is just and reasonable
and in the public interest, as it is a

di sposition of all the issues in this rate
proceedi ng and provi des the Conpany with a
clear path forward for its Step 1 adjustnent,
its adjustnments to the WCA program the
property tax adjustnment nechanism rate case
expenses, and tenporary to pernmanent
recoupnment rate.

The DOE would also |ike to stress,
as has been stated in testinony and in the
cl osing argunents, this is not only a gl obal
Settlenent of all the issues, but it's a
gl obal Settlenent with all the parties, which

Is extrenely rare in ny experience and
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refreshing. But it was, as stressed, it was
an arduous process to get there with all
parties, and we thank themfor their
participation. W worked very hard in a
nunber of technical sessions, e-nails,

di scussions. It was a collaborative effort,
and we were able to get everybody to the
table and at | east partially satisfied,

which, in ny personal view, is a reflection
of a decent Settl enent, where not everyone is
a hundred percent satisfied, but they're al so
not a hundred percent dissatisfied. There's
sonet hing for everyone, including the Towns,
which we note is sonething that the DOE
strives for in every case, to get everyone to
the tabl e and hopefully agree. But it was
actually achieved in this case. So we do

t hank everybody for their participation.

I n concl usi on, the DCE recomrends
approval of the Settlenent Agreenent as
stated, as it provides just and reasonabl e
rates to pronote the Conpany viability inits
provi sion of safe and adequate water service

per RSA 374:1, and which results in a just
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and reasonabl e outconme for ratepayers per RSA
374: 2 and RSA 378. Thank you.

CHAI RMVAN GOLDNER:  Thank you.

And finally we'll nove to Aquarion
and Attorney Venora.

MR. VENCRA: Yes. Thank you,
Chai rman Gol dner and Conmi ssi oner Si npson.

| want to thank you both for your
consi deration today of the Settl enent
Agreement. And in particular, echoing
Attorney Tuonala's comments, | also want to
t hank the representatives of DOE, OCA, and
t he Towns of Hanpton and North Hanpton for
their participation in today's hearing, and
in particular for all the hard work that |ed
to the conprehensive Settlenent that's
currently before the Conm ssion. W really
can't enphasi ze enough, you know, how
everybody -- the investnent of time and
resources that all the parties nade to that
process. And we cane out with a very -- with
an outcone that | think is unique, you know,
at least in recent history, in having all the

parti es onboard here.
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Let ne just start -- you asked
specifically about Abenaki. So just alittle
bit on Abenaki, and I'll go through, you

know, how t hat was structured.

So just as you nay recall, Abenak
was an acqui sition by Aquarion of New
Hanmpshire's parent conpany. Aquari on Conpany
acqui red Abenaki's parent conpany, New
Engl and Servi ce Conpany. And in the end
result, Aquarion Conpany now has two
operating subsidiaries in New Hanpshire,
whi ch is Aquarion of New Hanpshire and
Abenaki Water Conpany. They continue to
exi st as separate conpanies wth separate
rate schedul es.

In the settlenment, in the Abenaki
settl enent that was approved by the
Comm ssi on, we included several provisions
on rates, the first of which is that Abenaki
custoners would remain on their current rate
schedul es as part of that rate case. As part
of that nerger settlenent, Abenaki's pending
rate case at the tinme was pulled, and that

was part of the nmerger -- part of the bal ance

{DW 20-184} [Hearing] {06-22-2022}
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of consideration in the settlenent. So
Abenaki custoners remain on their current
rate schedul es unless and until a new base
rate change i s approved by the Conmi ssion in
a future rate case.

Next, as | noted, the Conm ssion --
the rate case was wi thdrawn, al so w thout any
future recovery of the rate case expense from
t hat case.

There was a conmitnent of a stayout
for Abenaki through at |east April 30th,

2023. And there was also a comm tnent that
the next rate case for Abenaki would be based
on a test year with at |east 12 nonths of
actual cost data under Aquarion ownership.

So those are kind of the stayout and the
test-year requirenent kind of working
hand-in-hand in that regard. As | said, no
recovery of the rate case expense.

And then the |inkage to Aquarion
New Hanpshire. W also had a termin there
that, at such tinme as Aquarion files the next
rate case involving any of the Abenaki

systems -- I'msorry. | junped a provision.

{DW 20-184} [Hearing] {06-22-2022}
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The next Abenaki rate case woul d
i nclude notice to all the intervenors in the
mer ger docket, in the Abenaki rate case
docket. | just want to get to the provision.
There's a -- just bear with me one nonent.

( Pause)

So thanks for bearing with ne. 1In
the next rate case filing for Aquarion New
Hanpshi re, that neans the next one after this
case, the Conpany's commtnent -- the
Settl enent Agreenent approved by the
Conmm ssi on on Abenaki requires Aquari on New
Hanmpshire to i nclude an anal ysis regardi ng
the potential future nerger of the operating
conpani es, Abenaki and Aquari on New
Hanpshire. So that's out there.

The Conpany is not required to
propose a nerger, but it's required to at
| east provide an analysis around that. And
that was a significant topic in the
Settl enent because that would only -- the
mer ger proposal would have to be benefi ci al
to custoners. And we'd have to nake that

denponstration to the satisfaction of all the
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parties, that that nerger of the operating
conpani es nakes sense. So that's the |inkage
to Aquarion's next rate case.

CHAI RMAN GOLDNER:  Thank you.

MR. VENORA: Sure. |If there's any
questions on that, | can take themor | can
nove on

CHAl RVAN GOLDNER:  Maybe just one
quick followup. W're sort of perplexed by
DW 17-165. |s Abenaki seeking anything, any
recovery of anything in that docket, or is
that finished post-acquisition? And if you
don't know, we can follow up on it.

MR, VENOCRA: 17-165. "' mjust
trying to recall what --

CHAI RVAN GOLDNER:  It's Rosebr ook.

MR VENORA: Rosebrook. |'m not
directly involved in that docket right now,
so | don't have a current status on that.

CHAI RMAN GOLDNER:  Thank you.
Thanks for checking. No worries. Please
conti nue.

MR. VENORA: Ckay. Sure.

So just | ooping back to sort of

{DW 20-184} [Hearing] {06-22-2022}
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sone overall coments on the Settl enent
Agreenent. Over tine, the Conm ssion has
applied a consistent |egal standard in
considering rate case settlenents. The
Comm ssion has stated, and consistent with
the Adm ni strative Procedures Act, that it
encourages informal disposition of any case
that nay be nade at any point prior to entry
of a final decision or order. And this is
al so shown in the Conmmission's rules, that it
shal | approve a disposition of any contested
case by stipulation, settlenent, consent
order or default if it determnes that the
result is just and reasonabl e and serves the
public interest. And that's what we believe,
you know, our panel has denonstrated today.
And i n applying these standards,
t he Conm ssion has stated that it encourages
parties to attenpt to reach a settl enent of
I ssues t hrough negotiati on and conprom se, as
it is an opportunity for creative
pr obl em sol vi ng, which cane through in spades
on these negotiations. And it allows the

parties to reach a result nore in line with
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their expectations, and often nore expedi ent
than alternatives of litigation.

So | know this has been said by
ot hers, but one of the unique aspects here is
that we really were able to resol ve al
I ssues in the case. That includes all the
parties to the docket. So, you know, the
certainty and the finality is certainly
i mportant here as well. And the Conm ssion
has recogni zed t hat when you have a
conprom se by diverse parties, such as staff
and others, that that is an indicator of a
reasonabl e settlenent. And as Attorney
Tuomal a sai d, not everybody got everything
t hey wanted. Everybody, you know, if they
had their druthers, would have |iked to see
sonme additional things. But that's the
nature of a conpromise. And | think it
reflects in a reasonabl e outcone.

There was di scussi on on the WCA
I|'"mjust going to note that the Conmm ssion
has, you know, | ooked at the WCA in the
past, and nost recently in its 2018 WCA
order, which is Order 26,245. And the
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Comm ssion noted that the WCA is a

Conmi ssion-created rate nechanismoprimarily

i ntended to pronote the necessary repl acenent
or upgrade of agi ng, non-revenue-produci ng
infrastructure, by reducing the lag tine

bet ween the expenditure and recovery of the
costs associated with installing the

I mprovenents. The relatively -- and this is
a quote. "The relatively small, increnental
rate increases associated with the WCA
mechani smare intended to mtigate the rate
shock that could occur if recovery of project
costs were to await litigation of a full rate
case." And that's consistent with what Ms.

Szabo testified to, that part of the reason

for the WCAis to -- and M. Laflame noted
the rate shock -- is to mtigate those cost
pressures. It kind of works both ways. It

mtigates the rate shock for the custoner by
phasing these into rates over tine and
gradual ly, and it also hel ps the Conpany to
manage its capital prograns in a way that
enabl es the stayout for extended periods of

tinme if all works as pl anned.
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So just in closing, | just want to
reiterate that on bal ance, the Settl enent
Agreement achieves a result that's just and
reasonabl e and serves the public interest and
results in rates that are just and
reasonabl e. Aquari on appreciates the
Conmmi ssion's consideration and respectfully
requests approval of the Settl enent Agreenent
as fil ed.

CHAI RMAN GOLDNER:  Thank you.

MR. VENCRA: Thank you.

CHAI RVAN GOLDNER: 1" Il thank
everyone today, and especially the w tnesses.
We'l|l take the matter under advi senment and
i ssue an order. W are adjourned.

(Hearing was concluded at 11:53 a.m)
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|, Susan J. Robidas, a Licensed
Short hand Court Reporter and Notary Public
of the State of New Hanpshire, do hereby
certify that the foregoing is a true and
accurate transcript of ny stenographic
notes of these proceedi ngs taken at the
pl ace and on the date herei nbefore set
forth, to the best of ny skill and ability
under the conditions present at the tine.

| further certify that | am neither
attorney or counsel for, nor related to or
enpl oyed by any of the parties to the
action; and further, that | amnot a
rel ati ve or enployee of any attorney or
counsel enpl oyed in this case, nor am!|
financially interested in this action.
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PUBLI C UTI LI TI ES COW SSI ON)

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
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