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PROCEEDI NGS

CHAl RMOVAN MARTIN:  Let's go on the
record. We are continuing the hearing this
nmorni ng i n Docket DW21-090. | wll remnd
everyone that was sworn in yesterday that you
are still under oath, and we will resune
questioning starting wth Conm ssi oner
Gol dner .

Ch, Ms. Ross.

M5. ROSS: Chai rwonan Martin, |
probably shoul d have raised this at the
begi nning. But just for clarity, Staff has
presented or questi oned based on both the no
adverse inpact and the public interest
st andard because the Conm ssion has asked for
briefs on the issues but has not announced
its decision. And so | would suggest that
parties think about whether or not their
present ati on has addressed both standards,
because the scope has not yet been
determined. And so I'mjust raising that as
an i ssue not so nuch for the Conm ssion,
because ultimately it will decide what the

standard is that's going to apply to the
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record that it has in front of it. But just
for adm nistrative efficiency, it would be
great if we covered whatever we need to in
t he hearing today. So |I'mjust raising that.

CHAl RAMOVAN MARTIN: Ms. Ross, from
your perspective, does that require anything,
or can we proceed with Comm ssi oner ol dner?

M5. ROSS: As | indicated, Staff
has al ready presented on both standards. And
I think the Conpany's petition argues on both
standards, and their testinony covers both
standards. So the alert, to the extent |I'm
raising it, is for parties who are here
questioning, to make sure that they have an
opportunity to ask any questions that they
m ght have under both standards.

CHAl RAMOVAN MARTI N: Ckay. Thank
you, Ms. Ross.

Does anyone el se need to be heard
on that before we proceed?

[ No verbal response]

CHAl RWOVAN MARTI N Ckay.

Commi ssi oner ol dner.

COWM SSI ONER GOLDNER:  Yes. Thank
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you.

[ WTNESS PANEL PREVI OQUSLY DULY SWORN]

| NTERROGATORI ES BY COWM SSI ONERS:

BY COWM SSI ONER GOLDNER

Q

My questions are addressed to M. Morrissey
primarily.

M. Morrissey, what was the revenue, the
actual s for Abenaki in 2019 and 20207 |
believe it was around 250K, but | woul d just
like to clarify.

(Morrissey) Certainly. | will... for all of
Abenaki, the revenues for 2020 was roughly
$727,000. Now, this includes the northern --
in addition to the southern systens, the
northern systemin Rosebrook. So 727,000 in
2020 and 706,000 in 2019. That's the revenue
line. The net incone line is a bit of a
different story. Net incone is a negative.
Net | oss of $63,000 in 2020 and net incone of
29, 000 i n 2019.

Ckay. And this is for Abenaki Water Conpany
and the old structure; correct?

(Morrissey) That's correct. And just for

reference, |'mlooking at Exhibit 2, narked
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Page 50.

Ckay.

(Morrissey) That's the audited financials for

Abenaki Water Conpany.

And then in the case of 20-112, | believe

t hat Abenaki was asking for an increase in

t he revenue requirenent of about $222,000; is

that right?

(Morrissey) Based on ny recollection, that

sounds about right, yes. And again, that

rate case was associated with only those

sout hern systens. So the Rosebrook system

was not included in that rate proceedi ng.

And | think along the |ines of that

proceeding, | think there was a request for a

consol idati on of rates anbngst those systens.

Ckay. Very good. | was personally confused

on that, because in the rate case | could

only find annual revenue of about 252K. So

to your point, there was sone differentiation

bet ween the northern and sout hern systens.
Ckay. Very good. So do you have the

sort of total or consolidated increase in

revenue requirement request at this tine? O
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could you estinmate what that -- what you

t hink that m ght be?

(Morrissey) | believe the increase | have is

about a 205, 000 i ncrease, subject to check,

for those southern systens.

Ckay. And what would it be for the northern

systens?

(Morrissey) There's not currently a rate

request in place for that.

Ckay. So the total revenue requirenent

i ncrease is about, | had 221 in the rate

case, you had 205. Let's just call it 205.

And t he purchase price of the acquisition was

about $40.6 mllion; correct?

(Morrissey) Correct. And that includes the

Connecti cut and Massachusetts parts of --
(Court reporter interrupts.)

(Morrissey) The Connecticut and Massachusetts

regul at ed busi nesses, as well as the non-

regul at ed operati ons of NESC. M apol ogi es.

So thank you, M. Morrissey. | was just

trying to establish kind of the size of the

i ssue relative to the total purchase price.

Soif ny math is right, it's sonething |ike
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.5 percent of the purchase price as the
revenue requirement, which is | think causing
a lot of attention in this acquisition
process. So it's | think a relatively snal
nunber, at |least relative to the purchase
price.

So ny question for you, M. Morrissey,
woul d be, you know, you sunmarized very wel
t he condition of Abenaki yesterday. And I
would -- I'd like to understand if you've
consi dered treating the assets, or at | east
sone of the assets of Abenaki, as inpaired in
terms of the acquisition and witing off sone
of those costs.
(Morrissey) Are we referring to hard assets,
or are we tal king about sone of the
addi ti onal costs on the bal ance sheet rel ated
to let's say deferred debits or other
pr oceedi ngs?
Yeah, | would answer that by sayi ng both.
You know, in ny experience, an acquisition is
areally good tine to | ook at the whol e
pi cture and clean things up a little bit.

And |'m sure that you and the team have
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| ooked at that. And I'mjust curious as to
your findings, to see if there's anything
t hat you thought you m ght treat as a
wite-off for inpairnent.
(Morrissey) Yeah. No, | think it's a great
question. | think it's sonmething we're
certainly going to be taking a | ook at. |
think to the extent that sone of those assets
have been hung up and they're part of the
ongoi ng regul atory docket related to that
rate case, certainly that could either
val idate or discredit whether those assets
have any val ue and whet her they should be
witten off at the tinme of the acquisition.
Ckay. Thank you. 1'll ask you a
hypot hetical. | hope you're confortable
answeri ng.

If the approval of the acquisition in
New Hanpshi re was nade conti ngent upon AWC
New Hanpshi re and Abenaki being the sane
| egal entity, what concerns woul d you have?
(Morrissey) Well, 1'd have to think about
that. | think one of the concerns would be

that it could el ongate this approval process.
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Secondly, | think it may bring in to this
proceedi ng additional parties that m ght
express di spleasure with the conbi nati on.

And | think, third, my concern would be just
really kind of a rush to judgnent or -- in
terms of getting to that eventuality. And
"' mnot saying that we're not going to get
there at sone point. | think certainly from
an operational perspective, | see at a high

| evel there's sonme advantages to operating
under one corporate unbrella, one operating
subsidiary in New Hanpshire in terns of the
long term It's creating a glide path that
Is graceful and is thoughtful, that ensures
that all parties are heard and are addressed.
And, you know, it kind of reverts back to ny
first point. | think the greatest concern,
If we were to attenpt do that, ny concern is
it certainly could elongate this process of
noving forward with this nerger proceedi ng.
Thank you. |If you -- along those sane |ines,
if the two conpanies were the sane | egal
entity and you found | arge expenses or

capital that you weren't expecting,
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significantly nore than you were expecti ng,
what would you do if you found that?
(Morrissey) In terms of -- well, in terns of
| arge capital projects, and those projects
were necessary in order to provide a safe and
reliabl e product, the expectation is, from an
oper ati onal perspective, we want to address
that to make sure we're continuing to provide
a safe and quality product. Certainly it
woul d signal that -- or in the case of O%M as
wel |, both pieces would have an inplication
in terns of the cost of providing service to
the custoner base. So | think it would be
i mportant for us to signal and conmuni cate
what we're finding.

You know, surprises are typically bad.
And to the extent we can bring people onboard
early, in terns of in this case, you know,
what was being identified and what the
i mplications mght be, and to that it would
be, to the extent that we could actually |ay
out a rate trajectory in terns of what we
think the inplications mght be on the

customer base. And this goes for all facets

12
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of the custoner base, in terns of all the
classes -- residential, comercial,

i ndustrial, public authority, and the
various --

Ckay. Yeah, the reason |I'm asking, of
course, is that you already have identified
205, 000 of increased revenue requirenent, and
that's already a significant increase. And
if you were to find nore surprises, then that
woul d just exacerbate the problem of course.
So thank you for that.

And ny final question is that the OCA
and ot hers have suggested, | think, that the
Conm ssi on not approve this acquisition in
their opening statenents. Can you share with
t he Comm ssion what the transaction woul d
|l ook like if Massachusetts and Connecti cut
were to approve by their respective
conmm ssi ons, but New Hanpshire did not?
(Morrissey) Gosh. | think I have to go back
and take a | ook at the agreenment or consult
wi th our attorneys as to whether the entire
transaction -- | think the assunpti on under

the agreenent is that we need successful
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approval of regulatory approval in all three
jurisdictions to proceed further. So I'd
have to consult with our attorney and check
t he | egal docunentation in terns of what
woul d happen in the event of that and what
forms of recourse there could be, which could
potentially be an addendumto that agreenent.
And again, here |I'm speculating. |'m going
out on -- you know, venturing out to the
specul ati on phase as to what coul d be done.
So if Connecticut and Massachusetts were
approved and New Hanpshire was rejected,
could the parties -- and this would have to
be negotiated with New Engl and Service
Conmpany and Aquari on Conpany as to whet her
there was still value and a reason to nove
forward at that point, you know, could we
carve out the New Hanpshire subsidiary,
adj ust the purchase price and conditions of
sal es and proceed wth New Hanpshire
continuing to be served by New Engl and
Servi ce Conpany and Aquari on woul d proceed
with the operating of subsidiaries in

Connecti cut and Massachusetts in the plan
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that we've laid out there.
Ckay. Thank you.
COW SSI ONER GOLDNER:  Chai r wonman
Martin, would it nmake sense to nake that a
record request?
CHAl RMOVAN MARTIN: I f you would
li ke to make a record request, certainly.
COW SSI ONER GOLDNER:  Ckay. Let's
do that.

BY COWM SSI ONER GOLDNER

Q

Thank you, M. Morrissey. That's all ny
questi ons.
(Morrissey) Certainly. Yeah, and just a

point of clarification in terns of the record

request. |Is that for a copy of the
purchase -- the plan of nerger and the
agreenent with -- between the entities, which

Is already part of the docket, or is it
sonet hi ng el se?

It'"s just a clarification. You had nenti oned
that if Massachusetts and Connecti cut
approved and New Hanpshire did not, you
suggested that you would want to talk to

| egal and understand exactly what the
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implications were. So |I'mjust | ooking for
clarification on that question.
(Morrissey) Certainly. GCkay. Thank you.
Thank you.

CHAl RWOVAN MARTI N Ckay. And M.
Venora, we will reserve Exhibit 27 for that.

MR. VENORA: Thank you.

CHAI RAWOVAN MARTI N: Commi ssi oner
ol dner, are you through with your questions?

COW SSI ONER GOLDNER: Al | done.
Thank you.

CHAl RMOVAN MARTI N Ckay. Thank
you.

| have a few questions renaining.
Everyone did a really good job, so a | ot of

m ne have been crossed off.

BY CHAI RA\OVAN MARTI N:

Q

Let's start where Conm ssi oner Col dner j ust
left off. Can you give us the status of the
approvals in the other states and wth the
federal governnment, to the extent those have
nmoved forward at all?

(Morrissey) | can. And | nmay also I think

ask Debra Szabo to join ne to just augnent.
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So in Connecticut we have filed. W
have just learned this norning that there
wi |l be an evidentiary hearing related to the
nerger that's been set up for next Tuesday, |
believe, July 6th. So that will be our first
evidentiary hearing. W did have a public
hearing in Connecticut several weeks ago. W
have various di scovery has occurred in terns
of interrogatories, and they've been
responded to. So Connecticut is noving ahead
at a brisk pace.

In the case of Massachusetts, we've al so
received | think our first set of discovery,
and | believe that that discovery may be due
t onor r ow.

(Szabo) Yes.

(Morrissey) Is that correct?

(Szabo) That's correct. W have di scovery
due June 30th related to the Massachusetts
acquisition. On June 30th, there's also a
publ i c comrent heari ng schedul ed, to be
followed by a tech session where they'l
establish the procedural schedul e.

Do either of those states have an expedited

17
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process? You nmentioned Connecticut just
schedul ed an evidentiary hearing. |I|s that
part of the normal procedure?
(Szabo) Yes.
Ckay.
(Szabo) And Connecti cut works on a 200-day
statutory tinme frame. |I'mjust pulling up
t he schedule. The tentative draft decision
is on the cal endar for October 8th, final
deci si on Cctober 27th, and the statutory
deadl i ne i s Novenber 16t h.
Thank you.
Ckay. Yesterday -- M. Morrissey, this
Is for you -- we heard about sone reductions
in costs related to Abenaki, which, while
they are not incredibly | arge nunmbers
conpared to things we generally hear, they
are significant related to that small water
utility. W also heard testinony related to
the rate case and the significant increase
that's being sought in that case for rates.
Does the Conpany have any plan to take
action related to the rate case to refl ect

the changes; and if so, can you share that
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w th the Comm ssion?

(Morrissey) Certainly. So, you know,
currently, again, separate docket that's
encapsul ating the rate increase for the

sout hern Abenaki systens. Currently we are
not a party to that. Abenaki nmanagenent has

had di scussions and | think floated a

proposal to PUC Staff and OCA. | believe
that's still alive and kicking, and I think
there may be sonet hing, you know -- ny desire

is | would | ove to see that settl enent occur.
| stated on the record yesterday ny
belief that a rate increase is necessary for
t hese systens, just given the significant
capital requirenents and just the
| ackl uster -- not even | ackluster -- | nean
deficient, you know, operating the utility at
a net loss, and really a significant |oss, a
net loss relative to the size of the
revenues. That's problematic. And so |
think there's a need for rate relief. And I
fully understand the quantum of that initial
rate request in the proposal is significant.

| think -- | believe there's an opportunity
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for a neeting hopefully sonewhere in the
mddle. | believe there's, you know, a step
i ncrease, which was al so referenced in
yesterday' s di scussi on was part of that plan.

I think, you know, as we're having this
di scussion today, | think there may be an
opportunity where the Conpany may be
anenabl e, or certainly from our perspective,
to defer or, you know -- and again, this
woul d obvi ously have to be part of -- you
know, M. Vaughan and the Abenaki team woul d
need to be able to sign off on that. But
there nay be sone flexibility with respect to
that step increase and perhaps taking that
off the table for nowto nake it a little bit
nore palatable in terns of an appropriate
gl i de path.

But again, the hope is to get the
revenues that those systens need to operate
and function in a viable fashion. And at the
sanme tine, you know, I"'mvery interested in
nmovi ng this docket, this nerger docket
forward so that we've got, you know, sone

additional visibility into the operation and

20
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novi ng ahead in terns of this business as we
go forward.

Ckay. Thank you. | think Staff highlighted
yest erday the concern about what we're
hearing in this docket, which is related cost
savi ngs, and then you have a rate case where
obvi ously the inpacts of those significant
rate increases are incredibly inportant to

t he ratepayers in those cases. And so Staff
suggested, | think I understood, you know,
whet her the timng of that rate case is
appropriate. W certainly heard from several
parties related to a concern about being in
the mddle of a rate case during this
process. So | just raise that -- ny question
is clearly based upon the Conpany actually
acquiring. But it is a concern that | think
we're hearing, and it's a legitinate concern.
So | was wondering if the Conpany had t hought
about that. And it sounds |i ke you have

t hought about it and all the parties are
wor ki ng on that.

(Morrissey) We certainly have thought about

it. | think if there was a magi ¢ bul |l et

21
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where we t hought, hey, you know, with
Agquarion coming in and the governance
structure changes, where we're operating
t hese systens and there were just, you know,
over-the-top savings that was going to reduce
the cost structure of this business so that
it could operate in a viable fashion, if that
were available to us, a lever that was
avail able to us, | would be suggesting that
today and pulling that |ever.

Unfortunately, just given the nature of

t he busi ness, the nature of the costs, |

don't -- you know, | don't see that. | think
there will be sone savings, as we've
hi ghlighted in this case. | think that that

Is going to accrue to the custoners. But is
it -- would it offset the anpbunt anywhere
near the quantum of the rate request or
sonet hi ng as necessary in terns of operating
t hat busi ness? The answer is no. | think
sone rate relief is necessary, and it was
probably necessary a long tine ago.
Unfortunately, we're here now staring at a

very, very significant rate increase.
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There's custoner rate shock in place. And,
you know, | think fol ks, you know, m ght be
thinking that this nerger is going to
conpletely alleviate that need for rate
relief. And unfortunately, it's not going to
be -- any savings aren't going to be
significant enough to offset that rate

I Nncr ease.

But we have heard you testify that this

acqui sition will not have an adverse effect
on the rates.

(Morrissey) Correct.

So you're saying it may not create an offset,
but at | east there won't be an adverse

effect? Can you clarify that for ne?

(Morrissey) Oh, sure. Yeah. |I'msorry.
Rel ated to this nerger docket. Rates
w Il not change as a result of this nmerger

docket. Full stop.

We have identified as part of this
docket certain savings that we woul d expect
to accrue, both in the short term and
potential savings that nay accrue in the

|l onger term So that's going to be on the
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cone. That's going to conme for the foll ow ng
rate proceedi ng that woul d occur, the next
general rate filing that would occur
post-close, if the Conm ssion approves this
transacti on.

Ckay. Thank you.

(Morrissey) But | would, you know, just to
finalize that point for clarification,
running parallel with this merger docket, as
you nentioned earlier, we do have that
ongoing rate increase that is in play that
needs to -- that would be adjudicated. That
woul d i ncrease rates --

[Court Reporter interrupts.]
(Morrissey) | said that woul d increase rates,
or potentially not increase rates, right, if
a rate increase was not all owed.

Ckay. Thank you. I'mnoving on to a
different topic.

In your testinony yesterday, there was
di scussi on about the nerger agreenent and the
itens listed in Exhibit 2, Bates Page 21,
whi ch were the environnental issues and ot her

I ssues that are outstanding with Abenaki.

24
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And your answer, either | didn't fully

under stand your answer, or you didn't have
the information at the tine. But what I
woul d i ke to understand is who is
responsi bl e pursuant to the agreenent for
those projects, issues going forward if the
acqui sition occurs?

(Morrissey) So many of these projects that
are highlighted are deficiencies that are

hi ghl i ghted here on Schedul e 3. 16, Page 21 of
Exhibit 2. Many of those projects addressing
those issues are currently in flight.

They' ve commenced in terms of planning,
design, and in sone cases execution. So

t hose things are happeni ng now concurrently
wWth -- as we're sitting here. There will be
a transition to, you know, when -- if and
when the transaction were to be approved, you
know, that would transition over to Aquarion.
Many of the sane fol ks that are overseei ng

t hose projects today wll continue to be
overseei ng those projects, in terns of the
boots on the ground.

W saw M. Gall o yesterday testifying,
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you know, as the engi neer of NESC, his
i nvol venrent. He will continue on. And there
wi |l be sone additional folks fromthe
Aquarion team in terns of the Aquarion
managenent, that will also be engaged in sone
of these projects.
Ckay. Thank you.

Specifically the tank pressure issue is
obviously a significant concern for the
Comm ssion. And yesterday | heard you
testify sonething along the lines of, "W're
just review ng now. | have a couple of
executives working on it to cone up wth the
best and nost cost-effective approach.” |
have to say that was concerning to ne because
we are at a point in the process with that,
where a further delay is not tol erable.

So how can you assure us that this
acquisition will not result in further del ay,
that we're not starting at the begi nning on

t hat i ssue?

(Morrissey) Well, in terns of -- well, first
of all, | apologize if that was how I was
per cei ved.

26
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The intent is we've got two
vi ce-presidents. John Wal sh, our VP of
operations for Massachusetts and New
Hanpshire, who is directly involved with
this, together with Dan Law ence, our VP of
engi neering and planning and real estate.
They're both neeting on a weekly basis, part
of the ongoing capital planning team neetings
wi t h Don Vaughan, Bob Gallo, and their
respective teans goi ng through these capital
projects. They've been engaged in these
weekly neetings now for certainly the better
part of a nonth, or probably |Ionger. Since
we' ve been -- since the deal has been signed.
So these folks are well versed on the issues.
I think they're bringing up alternatives and
solutions. | think their voices are being
heard. And | think the other parties, in
terms of, you know, Omi or sone of the other
parties, | think they've -- and DES -- those
f ol ks have been on the sane -- have been on
these calls with M. Walsh, with
M. Law ence.

So we are engaged in the process, and we
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are as anxi ous as anyone to bring this to a
resolution and to get all parties confortable
with the solution and what the potenti al

i mplications of that solution m ght be.

And so if |I'munderstandi ng you, your answer
to ny question is because the Conpany is

al ready engaged in the process, there wll be
no delay related to this acquisition; is that
right?

(Morrissey) That's correct. Yes.

Ckay.

(Morrissey) And frankly, wth any |uck, there
w Il be an opportunity to accelerate it, to
the extent that we can provide a little

grease, you know, grease the skids a little

bit here and get this process noving. | am
all for that. But we need to coll aborate.
This is -- as | nentioned yesterday, this is
a "we." This isn't an "us" or a "them"™

It's let's all get under the sane tent.
Let's understand what the options are, what
the inplications of each of those options
are, what the costs associated with each of

those are, and figure out, you know, how are
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we going to pay for it, and what is the
solution that satisfies the problens that
we're trying to resolve here, to the extent
that we can do that. And | think there's
going to be sone conprom se that's going to
be required to do that. But | think we can.
And | think, given that we're kind of the
outsiders comng in, if you wll, at this
poi nt hopefully we can actually be an
accel erant to the process.
Ckay. Thank you. That certainly would be an
addi ti onal benefit.

I think all of ny other questions have
been answer ed.

CHAIl RWOVAN MARTI N Ms. Carnody, do
we have M. Phillips on the |line? He had
sone trouble yesterday, and I want to make
sure that, to the extent he has questions, he
gets to ask them

MS. CARMCODY: He is out there. |
can't nove himin. But | can unnmute him
Wuld you like for ne to do that now?

CHAI RWOVAN MARTI N: Yes, pl ease.

MR. PHI LLI PS: Hell o, this is M.
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Phillips, intervenor fromTioga. | amon the
line. 1'll be intermttently because of ny
wor k schedul e today. | do not have
questions. | think everybody's done very

well so far. Yeah, just listening to the
proceedi ngs so far.

CHAl RMOVAN MARTI N Ckay. Thank
you, M. Phillips. | just wanted to make
sure, if you wanted to ask questions, you had
t he opportunity.

MR PHILLIPS: Mich appreci at ed.

CHAl RMOVAN MARTI N Ckay. So back
to you, M. Venora. Any redirect?

MR. VENORA: Thank you,

Chai rwoman - -

M5. CARMODY: Mght | intervene for
one nonment ?

CHAl RAWNOVAN MARTI N: Go ahead.

M5. CARMODY: Yup, there's anot her
gent|l eman, M. Mbonahan, who al so would I|i ke
to say sonething. Should he do so now or
wai t ?

CHAl RMOVAN MARTIN:  And is he al so

on the phone?
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M5. CARMODY: He is on the phone as
an i ntervenor.

CHAl RWOVAN MARTI N Okay. Yes,
pl ease.

MS. CARMODY: M. Mnahan? M.
Monahan? OCh, hold on. He's typing his
question. Shall | read it?

CHAl RMOVAN MARTIN:  I's he not able
to speak?

Ms. CARMODY: | have unnuted him
but it appears that he's not hearing us. And
so he has typed -- oh, he says "no phone."
So he doesn't have a phone. So he nust
just -- I'"'mnot sure | understand what he's
aski ng or saying, but he has typed his
questi on.

CHAl RAMOVAN MARTI N: Ckay. Wy
don't we do this: Let's go to redirect, and
then we'll take a brief recess so | can
det erm ne whet her he does have a question
that he needs to be given the opportunity to
ask, and then we'll cone back.

MS. CARMODY: Ckay. Thank you.

MR, VENCRA: Chai rwoman Martin, |

31
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was going to actually ask if -- | probably
just need two mnutes to talk to M.
Morrissey and the rest of our panel. | don't
expect we will have nuch, if anything. But I
just wanted to confer with them if that's
okay.

CHAI RAMOVAN MARTI N: That woul d be
fine. Wy don't we recess until 10:55, and
then | can try to figure out the intervenor
I ssue.

MR VENCRA: Thank you very nuch.

CHAI RAMOVAN MARTI N: You' re wel cone.

(Brief recess taken at 10:44 a.m, and
the hearing resuned at 11:08 a.m)

CHAl RA\MOVAN MARTI N:  Ckay. Let's go
back on the record. M. Kreis has
volunteered to or offered to facilitate the
question for M. Mnahan.

M. Kreis, if you d like to
pr oceed.

MR, KREI'S: Thank you, Madam
Chai rwoman. Good afternoon -- or good
nmor ni ng, everybody. Sorry to have m ssed the

prelimnary exercises this norning. But |I'm

32
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back.
M. Mnahan e-mailed ne his
question, and I'mgoing to read it. It's a

question for M. Mrrissey. Here it is:

M. Monahan says, "I am a Bow
customer, lived wiwth the water system for 32
years. | appreciate your desire to have

happy custoners. But in all honesty, M.
Morrissey, | don't think you will inherit
many happy custoners here in Bow, especially
if their rates are nore than doubled. W
al ready have excessively high rates. | was
shocked to hear you say to Anne Ross that you
had no idea that the proposed Abenaki rates
woul d nore than double our water bills.

It was your testinony yesterday
t hat Abenaki needed rate relief. But M.
Morri ssey, we are the ones who need the
relief. Abenaki Water created the deficit
situation, not the ratepayers. For years,
despite rate i ncreases, Abenaki has been
reluctant to make critical inprovenents to
the system For years Abenaki knew that the

wells could not neet custoner denands. They
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knew that the delivery systemwas in terrible
condition. They knew there were many
undet ect abl e | eaks in the system
Consequently, the system could not produce a
profit, so Abenaki turns once again to Bow
rat epayers to bail themout. |It's a vicious
cycle and one which | have w tnessed for 32
years.

How wi I | you nake certain that Bow
custoners are happy?"
(Morrissey) Well, I"mnot sure | can provide
assurances about M. Mnahan's or other
custonmers' happiness. | fully appreciate the
many of the issues and the chall enges,
particularly there in Bow. So I'mextrenely
enpathetic to the situation that you have. |
mean, not only -- as you' re highlighting,
you' re absolutely right. There are sone
water quality issues and | eak issues. And
frankly, there's, you know, a source of
supply issue there, all of which present
chal |l enges. And, you know, |I'm not here --
l"mnot trying to accept -- | don't want to

accept blanme, and I don't want to put bl ane

34
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on anot her party. But | believe the issues
t hat persist in Bow probably preceded Abenaki
and NESC entering into, you know, owning that
system But, you know, that doesn't get us
anywhere. Were we want to be -- and this is
again I'll point to the collective "we" here.
W would |ike to provide water service at the
nost affordable rates that we can, where we
can operate the systens at an acceptabl e
| evel of risk. And |I've got a vested
interest in having custoners such as you to
be pleased wth the service we're providing.
Unfortunately, water is a heavy
commodity. It is locally sourced. And sone
of the solutions that are brought to bear
have to be | ocal, and they can be expensive.
And to the extent that there is not a | arge
critical mass to spread those costs over,
rates on a per custoner basis can be high.
But what | can assure you is we are going to
put everything we can into this, in terns of
comng up with the best solutions that we can
that are cost-effective to the customer.

CHAIl RMOVAN MARTI N: Thank you, M.
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Kreis, for doing that. Was that the only
question?

MR KREIS: Yes, it is.

CHAl RAMOVAN MARTI N: Ckay. Thank
you.

Back to you, M. Venora.

MR. VENORA: Thank you, Chairwonan
Martin. And we've conferred, and the
conpani es do not have any redirect.

CHAl RAMOVAN MARTI N: Ckay. Thank
you.

Let's deal wth the exhibits now
| have Exhibits 1 through 22 and 24 through
26 adopted by the Conpany's w tness.

Exhi bit 23, is there any objection to
admtting that as a full exhibit?

MR VENCRA: Well, we don't know
that that's been adopted or attested to by
any witness. So | don't knowif there's a
f oundati on for purposes of adoption into the
record. W've reviewed it, but nobody's
authenticated it or spoken to it. So |I'm not
quite sure what the purpose of it would be.

CHAl RNOVAN MARTI N: That sounds
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| i ke an objection. Does anyone el se want to
be heard on that?

MR KREIS: Yes. W're talking
about Exhi bit 23 here?

CHAl RWOVAN MARTI N Yes.

MR KREIS: Well, | guess in
general, | would say that the Comm ssion
should sinply admt it and give it the wei ght
it deserves. The rules of evidence don't
apply, so there's no hearsay objection or
anything like that. And just because the
petitioners don't like it isn't really a
reason not to admt it.

CHAl RWOVAN MARTI N Well, | think
the issue here, M. Kreis, is that it wasn't
actually referred to during the proceeding,
at |l east as far as ny observation. Can you
poi nt to anywhere where it was?

MR KREIS: | cannot. But | don't
see that as an obstacle to its adm ssi on.

CHAl RAMOVAN MARTI N: Anyone el se
want to be heard on this? Does Staff have a
position?

MS. RGOSS: Staff doesn't have a
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position. It is difficult to figure out what
the "affordability range"” neans on that
exhibit. But we don't object to its entry.

MS. BRESSON: This is Cristy
Bresson. The intervenors for Bow and Ti oga,
we were the ones who submtted that exhibit,
and it was nerely an exenplar to display the
al ready existing condition of Bow and Ti oga
payi ng some of the highest rates in New
Hanpshire is only going to be exacerbated by
t he current proposed rate increase.

So if the Conm ssion would |ike
nore information on it, we certainly can
provide it. That's what | submtted
initially. I'min agreenent wwth M. Kreis,
that | don't think it's warranted to be
excl uded sinply because | didn't address it.
That's what | would ask at this point.

CHAl RMOVAN MARTI N Ckay. Thank
you. We'll admt it, but we wll give it the
wei ght that it is due.

MS. BRESSON:. Thank you.

CHAI RAWMOVAN MARTI N: Any obj ecti on

to any ot her exhibits?

38
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[ No verbal response]

CHAl RMOVAN MARTI N: Ckay. Seei ng
none, we will admt Exhibits 1 through 22 and
24 through 26 as full exhibits. W also have
Exhi bit 27 reserved for the record request.

Any questions related to that?

[ No verbal response]

CHAl RMOVAN MARTI N:  Ckay. Anyt hi ng
el se --

MR VENORA: The only question --
Chai rwoman Martin, I'msorry. The only
question would be if there's a specific
deadline. | nean, but the conpanies wll
endeavor to file that one as quickly as
possible. | don't expect it to take us nore
than a day or two to put that together.

CHAl RAMOVAN MARTI N: Ckay. |If you
can file it as soon as possi ble, and by
Thur sday at the | atest.

MR VENCRA: Yes, we wll do so.

CHAI RAMOVAN MARTI N: Anyt hi ng el se
bef ore we hear cl osings?

[ No verbal response]

CHAl RMOVAN MARTI N Ckay. Hearing

39

{ DW 21- 090} [ DAY 2] {06- 29- 21}




© 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: MORRISSEY|VAUGHAN|GALLO|SZABOQ]
DAY 2

not hi ng, M. Kreis.

MS. BURCESS: Chairwonman Martin.

CHAl RAMOVAN MARTI N: Ch, vyes.

MS. BURGESS: Sorry. This is
I nt ervenor Sharon Burgess and -- can you hear
me?

CHAl RWOVAN MARTI N: | can.

M5. BURCGESS: GCkay. So | did have
a question. | thought yesterday after our
break you would call on intervenors to be
able to ask questions. Renenber | vyielded
twi ce when you called on ne, asking to wait
until after Cristy had presented. | never --
we never cane back, and | don't know where |
was supposed to speak up and say | had a
coupl e questi ons.

CHAl RWOVAN MARTI N: Ckay, Ms.
Burgess. So the normal process is when |
call on you, it's your turn to go. So |
guess it was not clear as between the two of
us that you expected to go again at the end.

Is there any objection to taking
t he questions from M. Burgess at this point?

MR. VENORA: No, the Company has no

40
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obj ecti on.
CHAl RMOVAN MARTI N: Anyone el se?
[ No verbal response]

CHAl RWOVAN MARTI N Ckay. Ms.
Burgess, why don't you go ahead.

M5. BURGESS: |I'Il try to be quick.
And then | will have a closing as well. O |
can just go into closing, however you decide
you want me to go.

CHAl RWOVAN MARTI N:  Let's do your
questions, M. Burgess, and then I'I|l need to
give M. Venora an opportunity to see if he
has any redirect related to those. And then
I will take closings and call on people.

MS. BURGESS: GCkay. And |
apol ogi ze to everybody. Thank you for
letting me ask now.

CHAl RAWNOVAN MARTI N: Go ahead.

CRGCSS- EXAM NATI ON

BY MS. BURGESS:

Q

So, for Don Morrissey. |In your testinony
yest erday, you descri bed a robust
infrastructure of SAP and capital budget

practices that exist wthin Aquarion for
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review and planning and all these other rate

procedures you have in place. You also

testified that Abenaki will be a stand-al one
entity.

What will the nmechani sm be for advising
and utilizing these systens and practices for

Abenaki ? As a stand-al one conpany, wll
there be adm nistrative fees charged back for
t hese services?
(Morrissey) Sure. Couple pieces to that. So
in terms of the SAP system the expectation
iIs that we would bring Abenaki over to our
SAP system So for, you know, a financi al
custonmer, as well as asset nanagenent, it
wi Il be under the SAP system and get the
benefits of that. | described sone of those
benefits yesterday in terns of, you know, a
call center and field service technicians,
connectivity between those, the ability to
di spatch work directly to the field and so
on. So that wll be the case.

In ternms of oversight of projects, |
went into sone detail yesterday tal king about

t he project nmanagenment comm ttee, the annual
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and five-year capital planning process, how
the oversight there really occurs with a
group of fol ks who transcend each of the
operating conpanies, but will include the
managenment team of the New Hanpshire
operations, and Abenaki is part of that. So
we di scussed that.

The | atter part of your question had to
do with allocations, in terns of what type of
support that is being provided to Abenaki and
whet her Abenaki, whether there would be a
charge. To the extent that there's efforts
or resources applied from you know, from
parties, from enpl oyees outside of those
t hree Abenaki enpl oyees that we tal ked about
yest erday, yes, there would be a charge that
woul d cone across to Abenaki, again, just
reflecting an appropriate cost of service,
you know, kind of under a fairness principal,
to the extent that you don't want Connecti cut
enpl oyees or Massachusetts enpl oyees -- or
ratepayers -- I'msorry -- Connecti cut
custonmers or Massachusetts customers

subsi di zi ng New Hanpshire custoners, just as
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you woul dn't want New Hanmpshire customers
subsi di zi ng other jurisdictions.

Is there a way for you to descri be how t hat
will inpact the rates? Are they equival ent
to any nmechanismthat currently exists in
Abenaki ? So have you | ooked at Abenaki's --
at NESC s charges to Abenaki? Are they at
all simlar? Can you hel p describe that
mechani sm and how t hey woul d conpare?
(Morrissey) Yeah, we're not that far down the
path yet, if you will. But the services that
NESC i s providing to Abenaki, those would be
suppl anted. So those charges woul d j ust
continue, and they would be replaced wth

t hese Aquarion charges. Certainly the
expectation would be that, you know,
hopefully those charges are going to be | ess
and you'll see sone additional efficiencies
com ng through to the Abenaki custoner. But
we haven't gotten into that | evel of detail
at this stage.

| guess as a ratepayer, | fear that since

t hey are nore expansive systens -- expensive

systenms to maintain, that that would be an
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I mpact spot for ratepayers to then now be
payi ng for sonething that is nice and
wonder ful and easy, but not necessarily
necessary for a small water system i ke ours.
So, yes, that hel ps in your business nodel,
but is that an advantage to the ratepayers?

Moving on to a second question, also for
Don Morrissey. | nmay have m sunderstood, so
' masking for clarity here.

In testinony yesterday, there were two
I nstances where there was di scussion
regarding an affiliate agreenment for Abenak
and Agquarion. The NESC agreenent will not
exi st once certainly this nerger were to take
pl ace. Please clarify if there will be an
affiliate agreenent and how it conpares to
the existing affiliate agreenent in terns of

cost, response and servi ce.

(Morrissey) Sure. So the affiliate -- yes,
there will be an affiliate agreenent between
Abenaki and Aquarion. It will kind of spel

out the services being provided. Effectively
the gist of that will be, to the extent

services are provided, that transfer costs
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will be at cost; there will not be any form
of a mark-up between those subsidi ari es.

And that affiliate agreenent, it has not
yet been drafted for Abenaki. | nean,
everything -- we're kind of sequenci ng one
thing at a tine here. W're going through
the regul atory process right now, so it does
not exist now. But the expectation and what
| testified to and provided in these exhibits
is that we expect it to be substantially the
sanme agreenent that's in place between
Aguari on Water Conpany of New Hanpshire and
its affiliates.

Ckay. But there's been no conparison done to
see if there are going to be increases there.
(Morrissey) No. No, there -- to answer to
your question, no, there has not been any
anal ysis done. | believe that that

agreenent, the current agreenent with NESC

Is also at cost. But no, we have not done
any conparison at this stage.

It's just that's not apples and apples. At
cost for one conpany versus at cost for

anot her does not guarantee that they wll be
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simlar. So | just would go back to the no
net harm and sort of the benefit when we
haven't exam ned those possibilities for

i ncrease. These two areas we just di scussed
are possibilities for increase to ratepayers
in this merger. So | guess | just look to
that and say we do have concerns here.

Al so for Don Morrissey. During
questioni ng today by Conmm ssioner ol dner,
you stated that expected revenues of the
conmbi ned New Hanpshire systens -- and | don't
recall the exact nunber you gave in that
estimate, but | believe it was north of
500, 000. 1In calculating that estinmate that
you gave him he was asking for revenues and
what you expected with this acquisition.

Wien you were cal cul ating that estimate,
what rates did you use for the systens, given
that the rate case is in process? So how
could you give an estimate, unless did you
assume no rate increase? D d you assune the
maxi nrumrate i ncrease? O how did you cone
up with that estinate?

(Morrissey) Ckay. Just to clarify, the
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question that | recall fromthis nmorning from
t he Comm ssioner was what are the revenues of
Abenaki. So this was not an estimate. |
cited Exhibit 2, Page 50, which are the

audi ted financial statenents for Abenaki.

And | provided the revenues for Abenaki for
2020 of 729,000 -- or 727,000, I"'msorry, for
2020 and 706, 000 for 2019. So there were no
estimates. | was referring to an exhibit
with the audited financials for the last two
years.

So in your educated opinion here, with the
rate i ncrease, those would go north at | east
by the anmount that is being proposed in the
rate increase, so a substantial increase to

t hose revenue nunbers.

(Morrissey) I"'msorry. | did not conment on
that in terns of what the outcone of this
ongoing rate case is. That's separate from
t hi s docket.

But you could comrent on that and say you
expect -- (connectivity issue)

(Morrissey) I'"'msorry. You broke up. |

didn't hear your question.

48
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You could actually comment on that. Wth
your experience, you could tell us that you
expect a revenue increase as rates change, if
t he rates change.

(Morrissey) | would prefer not to conment on
it. It's a separate docket. W're here

t oday speaking to the nerger docket. There's
a separate docket that's underway related to
the rate increase. And frankly, Aquarion
isn't even party to that at this tine. So I

t hink anything | say at this point related to
that is pure specul ati on.

MR KREIS: Madam Chair, | request
that you instruct the witness to answer the
question that's been posed to him There
hasn't been an objection interposed to it.

MR VENORA: Can we ask --

CHAl RMOVAN MARTIN:  1'd ask you to
restate the question. | did not hear an
actual question at the end of what was -- it
was statenent. |If you have a question, if

you can phrase it as a question, that would
hel p.
M5. BURGESS. Ckay. So in his
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testi nony --

BY MS. BURGESS:

Q

Don Morrissey, in your testinony today to
Commi ssi oner Gol dner, he was requesting
information | guess on the revenues and the
performance of 2019 and 2020. |'m aski ng now
that, in your estimate, those revenues wl |
change drastically, given the rate case. So
we're going to go fromthe nunbers that you
were quoting. And it's particularly in the
sout hern systens there's going to be a
drastic increase. So could you please help
us under stand what you expect for revenues?
(Morrissey) So there is a proposal -- the
Conpany has proposed a rate increase of |

t hi nk we sai d approxi mately $205, 000 for the
sout hern systens of Abenaki. And that's
ongoi ng before the Conm ssion, and a deci si on
needs to be determ ned based upon their

eval uation of those -- of the | evel of
capital investnent that's part of that, you
know, that is part of that request, as well
as the operating and mai nt enance expenses for

operating the Abenaki system So there is a
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rate increase that's underway that wl|
I mpact, or has the potential to inpact those
sout hern di vi si on cust oners.
Ckay. No further questions.

CHAI RWOVAN MARTI N: Thank you, M.
Bur gess.

M. Venora, do you have any
redi rect based upon that?

MR. VENORA: Thank you, Chairwonan
Martin. | just have two brief questions for
M. Morrissey.

REDI RECT EXAM NATI ON

BY MR VENCRA:

Q

M. Mrrissey, in relation to the i ssue of
affiliate agreenents, is it correct that
Aquarion is not asking for approval in this
docket of any affiliate agreenents between
Agquari on and Abenaki ?

(Morrissey) That is correct.

Is it also correct that any affiliate charges
woul d not be allowed in rates unless and
until they were determ ned to be reasonabl e
and appropriate and approved by the

Comm ssion in a future rate case?
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(Morrissey) That is also correct.

MR. VENCRA: Thank you. That's all
we have for redirect.

CHAl RAMOVAN MARTI N: Ckay. Thank
you.

Comm ssi oner Gol dner, do you have
any foll ow up?

COW SSI ONER GOLDNER: | do not.

CHAl R\MOVAN MARTI N: Ckay. Let us
start with M. Kreis for closing arguments.

MR KREIS: | guess that neans |
have to unnute nyself again. Thank you,
Madam Chai r wonan.

Let ne start with a coupl e of
expressions of thanks. First, | would like
to thank Chai rwoman Martin and Comm ssi oner
ol dner for their thoughtful attention.

And | would especially like to
t hank col | eagues on the PUC Staff team This
| believe turns out to be the very | ast
hearing that will be taking place before the
PUC under its current form of organization,
which I don't knowif it dates all the way

back to 1911, but it's been in place for a
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very long tine. Later this week, the PUC
w || netanmor phose sonewhat, and we'll be
entering a brave new world. And this
therefore is the culmnation of a | ong and
nobl e tradition of vigilant regul ation, and
I'd like to recogni ze it.

| would also like to thank M.
Morrissey for his testinony. It hasn't
escaped ny notice that nost of the questions
over the | ast coupl e of days have been
directed to him | get to cross-exan ne a
| ot of utility executives, and | appreci ated
his answers to not just ny questions, but to
t he questions asked by other parties. |
found his testinony to be forthright,
hel pful, and illumnating. And | just want
to nake sure that he and everybody el se
under stands that that's ny assessnent.

| also want to incorporate by
reference the witten briefs that the OCA
filed on the questi on of how the Comm ssion
should interpret the statutes that apply
here. |1'mnot going to repeat those

argunents here because they're already
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avai | able to everybody who cares to read
t hem

This is, to our know edge at the
OCA, and as far as | know, that of anybody
else in this case, a unique and unprecedented
situation. Wat we have here is a proposed
owner shi p change in which the to-be-acquired
conpany is in the mddle of a rate case. And
on top of that, the existing New Hanpshire
operati ng conpany of the acquiring entity
al so has a pending rate case. It is, in
t hose circunstances, inpossible to determ ne
either no adverse inpacts, no net harm or net
benefits, whichever of those standards
applies, because the rate effective date of
the rate case is January 1st, 2021, a date

that's already passed. So the Comm ssion has

no way of knowi ng what the rates wll be and
t hus what effect the nerger will or will not
have. |If the Conpany were here guaranteei ng

that the presently effective rates would
remain in place or would actually go down
because of consolidation, that woul d be

anot her thing. The Conm ssion mght be in a

54
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position to consider this a, for want of a
better term a rubber-stanped nerger under
RSA 369:8, 11, obvious no adverse inpacts.

But that's not the situation we're
here confronting. And this is a big deal
because sone of these custoners, as you
heard, are being asked to suffer rate
i ncreases of well over 200 percent. This is
a situation of these petitioners' own making.
They knew when Abenaki filed its rate case
that this transaction was in the offing.

They had the ability to withdraw the rate
case. They already did it once. And they
coul d have, but they did not nmake conmm tnments
sufficient to assure custoners and the

Comm ssion that adverse inpacts are out of

t he questi on.

The overhead costs that custoners
of what i s now Abenaki are going to be an
unknown. The conpanies are offering a "heads
I win and tails you | ose" proposition because
they're bragging to you that costs associ at ed
wi th M. Vaughan, the New Engl and Service

Conpany board, et cetera, wll be elim nated.
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But they have no idea how or what w |
replace them Ditto, even nore inportantly
with the entire workforce of Abenaki, which
wi Il be provided to Abenaki apparently by
some to-be negoti ated and to-be approved
affiliate agreenent.

In the end, everything | need to
know and everythi ng you Conm ssioners need to
know about this case in its present posture |
| earned in seventh grade. M/ seventh grade
al gebra class to be specific. That's where |
| ear ned about equati ons and about vari abl es.
If you think a no net harm standard appli es,
then this case conmes down to an equation in
whi ch there's an equal sign between the two
sides: Pre-nerger Abenaki, post-nerger
Abenaki .

If you think, as the OCA thinks,
for the reasons we stated in our briefs, that
a net benefit standard applies, then the
m ddl e of the equation has a | ess than or
equal to sign pointing in the direction of
pre- nerger Abenaki. Here, for the sake of

argunent, |I'll assune we're using an equal
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si gn.

Real ly, there are two nunbers on
ei ther side of the equation, rates and
servi ce, because that's everything that is
relevant to a public interest determ nation:
WIIl rates and will service before the nerger
be equal to what we'll see after the nerger?
So if you assune, purely for the sake of
argunent, that pre-nerger service is perfect
and will remain so, then you can put a 100
on either side of the equation.

But here's the thing: W don't
know what rates apply either pre-nerger or
post - ner ger because the pre-nerger rates are
to be determned. So the equation is 100
plus X equals 100 plus Y. The petitioners
want you to assunme that X equals Y, but the
record supports no such determ nation. Thus,
at the very |east, the Conmm ssion must hol d
this record open for future proceedi ngs and
per haps even defer its decision until after
t he new permanent rates and charges for
Abenaki can be determ ned. Alternatively,

the petition should just be deni ed because
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the petitioners have conpletely failed to
make the requisite show ng.

Now, | confess, on behalf of the
residential ratepayers that | represent, that
sone of what | heard yesterday and today, and
what you heard, Conm ssioners, really floored
nme. And it should be very worrisone to the
Conmmi ssion as well. In response to a
question from M. Ross, M. Morrissey
descri bed Abenaki as, quote, "effectively a
basket case, borderline non-viable." He
conceded, in response to M. Cetz, that
Abenaki is seeking a very, very large rate
I ncrease. That was his words, "very, very
| arge."” But he characterized that question
as "i ndependent" of the question you confront
here. | respectfully disagree.

M. Morrissey admtted that
Aquarion and Eversource are payi ng a huge
acquisition premumto the owners of New
Engl and Servi ce Conpany. And in response to
t he questions | asked him he basically said
hi s conpany is doing that because they want

to buy up as nuch franchise territory as they
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can in their three states because
opportunities to do that are very limted.
And he told M. CGetz that the early

di scussi ons between Aquari on and New Engl and
Servi ce Conpany focused on all the
difficulties Abenaki has had in New
Hampshire. Good grief. It is painfully,
shocki ngly obvi ous what's goi ng on here:
Abenaki is the ugly stepchild of this
transacti on, not the reason for one cent of
t he acquisition premum a utility suffering
from huge probl ens, so huge that Aquarion
wants to keep a ring fence around Abenak

t hat woul d nmake the wall along the U S

Mexi co border 1ook |ike a picket fence.

So what these two conpani es want
you to bless is effectively a huge payoff and
reward and an opportunity to wal k away from
New Engl and Servi ce Conpany's abysmal record
since its -- since Abenaki, its subsidiary,
becane a New Hanpshire utility just a few
years ago. O MG New Engl and Service
Conmpany, as to New Hanpshire, should by al

ri ghts have agreed to pay Aguari on a negative
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acqui sition premum for the opportunity to
get out of its service obligation here in New
Hanpshire. Instead, New Engl and Service
Conmpany wants to take the npbney and run,

| eaving its New Hanpshire custoners facing an
om nous rate increase. And they want you to
bl ess the deal because they rely on a statute
wWith the phrase "no adverse inpact." Don't
do it.

This couldn't be farther fromthe
sort of transaction that the General Court
had in mnd when it adopted RSA 369:8, II
back in 1999. The Legi sl ature back then was
t hi nki ng about transactions between di stant
parent conpani es, publicly traded conpanies
swappi ng out one group of sharehol ders for
anot her at a price to which each group had
agreed. That truly would be a transaction to
whi ch New Hanpshire is and ought to be
indifferent as a governnent.

But that's not this transaction.
This transaction, based on the record before
you, is a great deal. A great deal for New

Engl and Servi ce Conpany's owners because they
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get to wal k out of New Hanpshire, a great
deal for Aguarion because it gets to keep
building its enpire in Massachusetts, and
especially Connecticut. But it is an awful
deal for Abenaki's bel eaguered New Hampshire
rat epayers already suffering fromyears of
poor managenent and the | oom ng prospect of
drastic rate increases. |In these
ci rcunst ances, you cannot find that this
proposed transaction neets the standard for
aut omati ¢ deened approval under Paragraph |1
of RSA 369:8. And you nust either reject the
transaction al together or defer your deci sion
and conduct a full-blown adm nistrative
pr oceedi ng. Thank you.

CHAI RWOVAN MARTI N: Thank you, M.
Kreis.

M. Getz.

MR CGETZ: Thank you, Madam Chair.
So on behalf of Omi, as indicated at the
pr eheari ng conference, as a general
proposition, Omi supported Aquarion's
acqui sition of Abenaki on the assunption

that, at m ninum services and operations
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would inprove. In terns of the standard to
be applied today, Omi agrees with M.
Kreis's view of the standard that should be
applied to this transaction. But | wll
address today the acquisition in terns of
whet her Aquari on has denonstrated that there
wll not be an adverse effect on rates,
ternms, services or operations. | suppose the
glib way of looking at this is that things
couldn't be worse. But | don't believe that
the -- that is the | egal standard.

Omi does not chall enge that there
wll be no adverse effect on services or
operation, and, in truth, expects that there
wi |l be significant inprovenents in those
regards. The dilemma for custoners, however,
centers on rates. As shown in the data
requests, data responses, and in testinony
yest erday, Aquarion has agreed to purchase
Abenaki for $40 million, including a nearly
$24 million prem um above book, a prem um
that is 1.5 tinmes book. The purchase price,
however, for the utilities in three states is

a consolidated price and does not appear to
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be allocated on a utility-by-utility basis in
any explicit way.

But what became cl ear yesterday is
that the value of the acquisition really lies
i n Connecticut and Massachusetts and that the
New Hanpshire properties represent risks for
Aquarion in terns of increased costs in
additional investnent. And this is shown by
its determ nation not to nerge the Abenaki
properties in New Hanpshire with the Aquarion
utility in New Hanpshire.

Aguarion has indicated that it wll
not seek to recover the prem umfrom
custoners, which on its face seens to be a
good thing. But again, fromwhat we heard
yesterday, it does not seemthat there would
be any basis in any way for justifying a
premumto be applied to the New Hanpshire
properties. In fact, given sone of the
comments by M. Morrissey yesterday, it would
seem that the nost reasonable conclusion to
be drawn fromthe i nfornati on we have before
the Conmi ssion at this tinme is that the val ue

of the New Hanpshire properties would be at a
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di scount to book, or as M. Kreis
characterized it, "a negative prem um"

But et ne step back for a second,
you know, to five years ago, the testinony
t hat M. Vaughan nmade in the acquisition of
t he Rosebrook properties. At that time he
testified that Abenaki's acquisition of
Rosebr ook woul d conplinment its current
operations in New Hanpshire by expanding its
cust oner base and achi eving a higher |evel of
econom es of scale, to the benefit of all.
These economies will mtigate future upward
pressure on rates and | engthen the interval
between filings, which is consistent with
Abenaki's goal s and those of the Conmi ssion.
He al so said that when a future rate case
occurs, Abenaki wll request the Conm ssion
to include the Rosebrook Water Systemin a
unified rate structure applying to all of its
custonmers and request recovery of those costs
associated with the acquisition and
I mprovenments constituted by Abenaki to
I mprove its operations and perfornance.

Well, the reality of all of that

64
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five years later is none of those
I mprovenents really occurred. There was no
rate case to unify the rate structure, and
t he Rosebrook custoners and the custoners of
t he ot her Abenaki systems seemto be no
better off, and are arguably worse off.

So it gets ne back to this issue of
Is the purchase price for the Abenaki system
reasonabl e vi s-a-vis New Hanpshire? Has
Aquarion in fact overpaid, and are the rate
i ncreases that would fl ow out of that
purchase price effectively "baked in" going
forward for the New Hanpshire properties?
And as M. Kreis also said, we have a
condi tion here where Abenaki is exiting the
scene at a $40 million purchase price, with a
1.5 percent prem umover -- tinmes book. And
i f you ook at the stock price of New Engl and
Servi ce Conpany days before the announcenent
of the acquisition, it was at $23, and it's
now at $39. So there are peopl e who have
done very well through this transaction, or
may do very well if this nmerger is approved.

But those who are doing well are not the
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custonmers of the New Hanpshire subsidiaries
of Abenaki .

| think Comm ssioner Gol dner's
inquiry was absolutely on the right track, as
| understood it. This is the opportunity,
the one opportunity for the Public Uilities
Conmi ssion to address the problens in the
Abenaki systens in New Hanpshire. The way to
address it, however, is not entirely clear.

I think a reasonabl e approach would be to

al l ocate a reduction to the book val ue of the
Abenaki properties and that that would be --
becone the rate base going forward. And that
way, that hel ps custoners recogni ze the true
ci rcunstances and the state of the facilities
i n New Hanpshire.

Now, | guess that poses a problem
for Aquarion. And I'mnot as well versed in
acqui sitions as Conm ssi oner ol dner appears
to be. But if there's a way that these
i mpai red properties can be witten down or
that there can be an adjustnent to the
purchase price, either of those situations,

it would put custoners in New Hanpshire in a
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position where they had a reduced rate base,
and going forward these rate increases would
not be so onerous on the custoners. Now,
there may be other options and conditions in
terns of rate freezes or requiring the nerger
of the New Hanpshire Abenaki facilities into
Agquarion's New Hampshire utility. But again,
| guess the bottomline for all of that is
t here are opportunities for discussions and
settl enent di scussions anong the parties to
addr ess sone of these issues.

But the bottomline, in terns of
the proceedings today, is it's hard to
concl ude other than this acquisition wll
have an adverse effect on rates to custoners
i n New Hanpshire because it perpetuates a bad

ci rcunst ance.

Wth that, that's all | have, Madam
Chai r.

CHAl RWOVAN MARTI N Thank you, M.
Cet z.

Ckay. M. Muieller.

MR. MJELLER  Thank you, Madam
chair.
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So in closing, I'd like to continue
the argunent that there should be a di scount
consi dered for the New Hanpshire systens.

W' ve heard a lot of testinony, and in
Exhi bit 10, we've heard a | ot about the
problens with the New Hanpshire systens.

In Exhibit 10, you've heard about
the condition of the water systens. You' ve
heard about snall relative supplies, snmall
cust onmer base, capital investnent needs. And
I ' m personal | y know edgeabl e of their
problens with the Bretton Wods systens. The
New Hanpshire DES has cited two significant
deficiencies with respect to water-pressure
i ssues; it's blown valves off inside people's
hones and chem cal contai nnent issues at the
well head. W've heard that the southern
systenms -- and |'mnot a ratepayer, but I
believe |I've heard that they have arsenic
I ssues and water supply issues. So
personally |I would think these systens woul d
be considered to be liabilities, not assets,
and therefore a discount should be consi dered

for the New Hanpshire systens whi ch woul d set
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the groundwork for possible rate relief in
the future. There's not a prem um here.
There's a discount. These things are
liabilities. W've heard testinony that they
t hi nk these are "basket cases" and a
"non-vi abl e" systens.

Secondly, | believe | need to cl ean
up a little bit of math here that was brought
up this norning in testinony. The rate case
for the southern systens | believe is
$205, 000 for those systenms, which | believe
Is per year. That would be an annual
I ncrease in revenue requirenent. That was
conpared to the purchase price of
$40 mllion. However, in a purchase price
cal cul ati on, an annual revenue increase woul d
have a multiple applied to it. That multiple
woul d be based on either a discounted cash
fl ow or what other water systens trade at.

So in ny nmath and ny experience, a discounted
cash fl ow woul d annual i ze that $205,000 to

sonething worth 7 to 10 tines nore than that.
So it would be worth mllions of dollars in a

purchase price calculation. So it's nuch
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nore material than |ooking at $205, 000 over
40; it's really mllions over the 40. So
it's pretty significant. Again, |I'mnot a
rat epayer in those systens. But since we're
t al ki ng about approving this purchase price
transaction, it's pretty significant.

And thirdly, | just have to state
that generally |I feel disappointed that I
haven't heard anything in these proceedi ngs
t hat nakes ne feel good about this proposed
transaction. There have been no firm
commtnents nade to either the northern
systenms of Bretton Wods or the southern
systenms to fix the water issues. | was
hoping 1'd hear sone firm comm tnents and
sonme firmdates, but | have not heard that.

And secondly, with respect to cost
savings on the admnistrative costs or the
I nsurance costs, all |1've heard is anecdot al
exanpl es of costs that go away. O course,
Don Vaughan's costs go away. He's retiring.
But that will be replaced by costs for other
peopl e on other teans. O course, the cost

for the board of New Engl and Servi ce Conpany
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w Il go away because they essentially won't
exi st anynore. But that will be repl aced by
costs for a bigger board with Aquarion and a
bi gger board with Eversource. So |I'm
di sappoi nted personally, and as a ratepayer,
that | haven't heard anyt hing about firm
quantification or comm tnents about savi ngs
and costs, just general anecdotal exanpl es.

That's all | have in closing.
Thank you, Madam Chair.

CHAI RWOVAN MARTI N: Thank you, M.
Muel | er .

Ms. Bresson, are you planning to do
a cl osi ng?

MS. BRESSON. Can you hear ne,
Madam Chair -- Madam Chai r woman?

CHAl RAMOVAN MARTIN:  Yes. Yes. o
ahead.

M5. BRESSON: Ckay. Thank you.

The intervenors of Bow, Village
Shore Estates and Tioga Bel nront would like to
t hank the Conmm ssion, the OCA, Staff,
Agquarion representatives, Abenak

representatives, and all other parties for
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taking the tine today and yesterday on this
matter.

We respectfully request that the
Comm ssi oners do not sinply rubber stanp this
petition for approval of the acquisition of
Abenaki Water Conpany by Aquari on Conpany,
but rat her pause and acknow edge the
conpl exity and uni que situati on presented
before us and proceed judiciously to assure
the interests of all parties are consi dered
in a bal anced and t houghtful nanner. W
believe that it is not in the best interest
of the parties to sinply approve this
acqui sition today based on the | esser no net
harm st andard found in RSA 369:8, |1, but
rather it is essential that the Conmm ssion
acknowl edge t he unprecedented nature of this
matter, wherein we have a pending rate case
I nvolving the very party that is the subject
of today's petition for approval of
acqui si tion.

In the spirit of the |aw, that
conpl exity al one should be reason enough to

require Aquarion to neet the burden of a net
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benefit standard under RSA 374: 33, which we
fully acknow edge is a stricter standard and
is nore tinme-consuming. Wile it mght be
nore appealing in one sense to check the box
and cl ear the docket for this proposed
acquisition, we believe in this instance it
Is inportant to err on the side of caution
and favor RSA 374:33, which allows a nore
detail ed investigation of the process and
proposed acqui sition. A rush to approve this
acqui sition seens to disproportionately
benefit Aquarion and Abenaki at the expense
of the ratepayers.

As stated on the New Hampshire PUC
web site, it is the New Hanpshire PUC s
m ssion to ensure that custoners of a
regul ated utility receive safe, adequate and
reliable services at just and reasonabl e
rates. Additional due diligence is necessary
so that the stated m ssion of the New
Hanpshi re PUC can be upheld in the interest
of all parties.

Al t hough Bow and Ti oga Bel nont are

smal |l pieces in ternms of nunber of residents

73

{ DW 21- 090} [ DAY 2] {06- 29- 21}




© 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

DAY 2

74

of the New Engl and Servi ces Conpany
portfolio, we are an inportant cog in that
wheel , and we have been riddled with water
systens that have subpar infrastructure,
subpar perfornmance, subpar water quality, and
subpar service by Abenaki for far too |ong.
Qur systens have been negl ected for years.
Whi |l e new ownership can bring the hope of
I nprovenments to areas of deficiency, such a
change should be vetted further so that there
i s an under standi ng and assurance that a net
benefit rather than an enpty promse wll be
delivered to the ratepayers yet again.

Aguari on has acknow edged that the
acqui red Abenaki Water Conpany will be a
separate legal entity. The distance that is
bei ng pl aced bet ween Abenaki and Aquarion is
intentional. W can all sit here and
contenplate the nultitude of reasons why
Aquarion would do that. The reality is that
there is way nore to this deal than what
appears on the surface.

Qur water systens have been the

| east lucrative systenms for Abenaki. Wat
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Aquarion brings to the table to rectify
underperform ng and failing systens shoul d be
addressed. More investigation and anal ysis
i's necessary to understand the plan and end
gane so that our systens are not once again
purchased by a bigger entity than the
exi sting owner, only for problens to go
unaddr essed and custoners and ratepayers to
conti nue to have undrinkable water, as is the
current situation with el evated | evel s of
arsenic in the water in Bow. Wile Bow
resi dents arguably have a hi gher per capital
i ncone than the Tioga Bel nont custoners, nmany
of whom are retirees, disabled veterans that
have speci al needs, neither custoner group
should be ignored and is entitled to receive
fair water services, including drinkable
water at fair rates.

Currently the custoners of Bow and
Ti oga pay sone of the highest rates in the
state of New Hanpshire. The pending rate
case, if approved, wll only exacerbate an
al ready problematic situation. The change in

ownership of the entity involved in that
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pendi ng rate case should be exam ned further,
and the rate structure should be addressed
after a full test year of data can be

consi dered under new owner shi p.

Aquarion and Abenaki entered into
negotiations in July 2020 regarding a
potenti al sal e of Abenaki to Aquari on.
Interestingly enough, it is also July,

July 16th actually, that Abenaki initially
submtted its request for a rate increase for
vari ous water systens, including, but not
l[imted to, Bow at 133.71 percent rate

i ncrease and Tioga Bel nont at 261.5 percent
rate i ncrease. Abenaki eventually w thdrew
the rate case filing in Septenber 2020,

Sept enber 25th, and refiled four days |ater,
on the 29th, revising the rate request to

I nclude 124.76 percent rate increase for Bow
and 427.36 percent rate increase for Tioga
Bel nont .

Abenaki and Aquarion entered into
an agreenent and plan of nerger dated
April 7, 2021, and on April 30th, 2021, the

parties filed a joint petition for approval
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of the acquisition with the PUC. Wile
Abenaki is within its rights to request a
rate i ncrease, and Aquarion and Abenaki are
within their rights to enter into an

acqui sition agreenent, the aforenentioned

rat epayers believe the timng of the two
filings was deli berate and cal cul ated and has
resulted in an unprecedented situation before
the PUC. W believe they created this

t wo- headed spear for a mnmultitude reasons,

i ncluding, but not limted to, financial
gains for select individuals.

M. Morrissey has acknow edged t hat
Agquari on has pai d above book val ue for
Abenaki, a conpany which he | ater descri bed
as effectively a "basket case."

Furt hernore, the recent turnoil
that the PUC finds itself in as part of --
with the creation of a new Departnent of
Energy adds to the unprecedented nature of a
perfect stormthat will potentially inpact
t he aforenentioned ratepayers the nost. It
is better to err on the side of caution and

patience in this perfect storm scenari o and
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fully flush out the details of what Abenaki
and Agquarion are proposing through this
acquisition. This is the perfect tinme for
the PUC to sl ow down and exani ne the
acquisition in order to do the right thing
for both New Hanpshire custoners and the
conpani es adhering to the spirit of the | aw
and i nvesti gate how consuners can be better
served by Aquarion. It would be a travesty
if the acquisition were approved w t hout
further due diligence and assurance that our
wat er systens will be a priority and we w ||
recei ve drinkable water at reasonable rates.
Furthernore, the ratepayers are
entitled to due process in this matter. W
bear the greatest burden and feel the
greatest inpact in the proposed rate case,
conbined with the conplexities of the
proposed acquisition. W have had to try to
educate ourselves in the uni que nature of
utility law, utility rate cases, and utility
mergers and acquisitions, all while we are
working full-time jobs and caring for our

fam i es. Wile it would be nice, there's no
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handi cap given to the ratepayers to | evel the
playing field. Sinply stated, the deck has
been stacked agai nst the ratepayers fromthe
begi nning of this process. The regul ated
world of utilities beats to its own drum
seem ngly at the expense and on the backs of
the ratepayers. There does not seemto be
any consequence for m snanagi ng a regul at ed
utility. Abenaki has been allowed to make
poor busi ness deci sions, not invest
adequately in the systemit owns, and
continue to purchase new subpar systens whil e
it can't nmanage what it already has. It's
been allowed to do this because, in part, the
utility is bailed out through a rate case
filing. Abenaki's m smanagenent is rewarded
at the expense of the ratepayers.

A rush to judgnent or a
rubber - st anped deci si on based on a | esser
standard is not in the public interest.

Rat her, with a lucrative $40.56 mllion stock
deal between Aquari on and Abenaki, whereby
princi pals and seni or nanagenent are clearly

gai ning financial advantage wth this deal,
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it seens reasonabl e, prudent and equitable
t hat Aquarion and Abenaki shoul d be required
to prove what net benefit will enure to
ratepayers if such a deal is approved.

RSA 369:8, Il favors a swift
adj udi cation of the acquisition. And we
acknow edge New Hanpshire public policy
supports busi ness deals and nergers that
bri ng business to the state, and the PUC may
be inclined to want to support that public
policy. However, we believe the spirit and
the letter of the | aw support a bal anced
approach to assure benefit to the state and
t he busi nesses equally, as well as the
custoners -- i.e., the ratepayers.

Rel i abl e and safe drinking water is
a basic need. It's not a luxury. The
rat epayers deserve the opportunity to
under stand exactly how a $40.56 million deal
w il benefit them their water systens, and
the water they drink. To do so is not asking
too nuch. It is doing the right thing and
fulfilling the New Hanpshire PUC s m ssion

It's appalling that M. Vaughan gets a
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lucrative retirenent; Abenaki stockhol ders
get a sweet deal wth a stock transfer if the
acqui sition is approved; Aquari on pays over
book value to fund this and | eaves the new
Abenaki conpany at arms length fromitself
as a stand-alone entity. | amstill
scratching ny head as to what benefits the
ratepayers wll realize.

Thank you very nmuch for your tine
today. |It's very much appreci at ed.

CHAI RWOVAN MARTI N: Thank you, M.
Br esson.

Ms. Burgess, do you plan to do a
cl osi ng?

MS5. BURGESS: | do. And | thank
you, Madam Chai r wonan.

| just wish | could speak as
el oquently as sone of those before ne. But |
am a sinple ratepayer and intervenor here, so
I will just state a few points.

As a private citizen, and | know
we're in the PUC world here and things are
very different, but we are all held

account abl e for our deci sions. In this case,
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bad busi ness practices by Abenaki conmpounded
by continual bad business decisions of buying
mar gi nal systems have created an environnent
that -- have created, as M. Morrissey,
descri bes, "non-vi abl e" businesses. The PUC
w il be allow ng, by approving this nerger,
will be allowng the reward and |ining of the
pockets of the Abenaki executives if they
approve this expedited nerger before the rate
case can be heard and fairly understood.

As an intervenor ratepayer, | don't
agree with a statenent nade during the
testi nony here, that we're suggesting the
acqui sition not occur. Adversely, | think
the issue for the intervenors, and many of
us, has been the RSA, the fast track that was
filed -- that this case was fil ed under,
giving little time for discovery and due
diligence. The tinme and distraction of the
rate case that's before us has really left us
w t hout a conplete and cl ear understandi ng of
how we wi Il exist under this nerger. The
inability of M. Morrissey to give sound

nunbers and descri be the charges that woul d
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be i npacted under this nerger are clear that
we do need nore tine for this review

CHAI RWOVAN MARTI N: Thank you, M.
Bur gess.

Any ot her intervenors that we have
that want to be heard in closing?

Ms. Carnody, have you heard from
anyone?

M5. CARMODY: No.

MS. BRESSON:  Chai rwonman Marti n.
l'"msorry. Chairwonman Martin, this is Cristy
Bresson. Jeff Phillips | know was on
earlier, | believe. | don't knowif he's
back on. He sent ne his closing argunents in
case he could not get back on today. | don't
know i f anybody can see if he's on or not.

MS. CARMODY: Could you repeat his
nanme, please?

MS. BRESSON. Sure. Jeffrey

Phillips.

M5. CARMODY: He was a call-in user
earlier. |1 do not see himlisted.

MS. LEMAY: | don't either.

M5. BRESSON. Ckay. | don't know
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if I'd be allowed to read his statenent or
not .

CHAl RAWMOVAN MARTIN: Ms. Bresson, is
it | engthy?

MS5. BRESSON: It's in an e-nmail.

No, not too bad.

CHAl RAOVAN MARTI N Ckay. Go
ahead.

MS. BRESSON: Ckay. Jeff Phillips
states, "I amfulfilling nmy enploynent duties
at this tinme, yet have an inportant stake in
t hese proceedings as an intervenor. | want
to thank everyone present for their tine."

[Court Reporter interrupts.]

MS5. BRESSON: "lI'mgetting quite an
education into the world of water utilities
at the hands of absolutely everyone invol ved.
There are sone brilliant m nds here. |
specifically want to thank the Comm ssioners,
M. Kreis, Ms. Ross, Ms. Bresson, M. Mieller
and M. Getz for their thoughtful questions,
and M. Morrissey for his well-considered
ver bal responses.

Frankly, in a non-utility world, if
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you run a busi ness naki ng several poor
deci sions, such as losing vital data,
m scal cul ating the feasibility of needed
equi pnent, purchasi ng needed i nvestnents,
even when you are al ready upsi de down,
t her eby compoundi ng fi nanci al woes, you run
the risk that the business wll fail.
Unbel i evably, that's not the case with
utilities.

| don't think anyone truly opposes
the acquisition on its face. However, M.
Morrissey hit on sonething very specific that
I want to point out. | think that you "can't
consider things in a vacuum" Perfect words,
really. Along those |lines, Ms. Ross struck
the nail precisely on the head, and M.
Morri ssey agreed, when she stated that this
I's the nbost uni que set of cases ever
encountered. There's sonething to that.
It's not a natural thing. |In fact, it's
conpl etely unnatural .

An exanple: Finding a white tiger
in the wild is about a 1 in 10,000 situation.

To have these cases, the rate case under DW
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20-112 and the acquisition, DW21-090,
runni ng concurrently is even nore rare than
finding a wild white tiger, considering the
hi story of the PUC. Nature finds white
tigers to be a bad genetic nmutation and
elimnates them | think that these
concurrent cases are even nore unnatural,
even in a man-nade world. One may have begun
naturally, but the renmai nder was crafted.
These dockets were fabricated for a specific
purpose. As such, | think that at | east one
of the two should be elimnated. That's
exactly what shoul d happen here.

Frankly, to think that in the real
wor|l d anyone woul d pay a premiumfor a
failing business is absurd, unless there's a
greater goal. Keeping the New Hanpshire
portions of a di sbanded Abenaki separate
seens to be a tactic for a future rate
I ncrease should the double filing schene for
extrene nonetary gain ultinmately be deni ed.
| think it's just a failsafe for exactly the
situation that Ms. Ross nentioned. Things

may get worse, and they wll certainly not
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I mprove qui ckly for New Hanpshire custoners.

The deficiencies by Abenaki in
revenue, like their deficiencies in their
test year recordkeeping, will be overcone by
t he acquisition. Frankly, the data
deficiencies warrant a full test year of
information to consider any rate increase.
And this data shoul d be done under the new
ownership, since admttedly both conpanies
have had -- have better tools. Then we can
see whether or not there is any net harm

Getting back to the vacuum There
IS no way these cases materialized at
precisely the sane tine. Absolutely no way
the stars aligned for these two cases to
happen w t hout some consi deration and
ext ensi ve planning on both sides, involving
bot h dockets. | think the brilliant people
t hat we have here know exactly that.

The only reasonabl e solution to
this situation, which was created at the
hands of the petitioners for excessive
nonetary gain w thout consideration of the

al ready extrenme burdens upon the ratepayers,
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shoul d be to approve the nmerger with
Abenaki's hol di ngs consolidated into
Aquarion's | arger holdings, if possible, and
al so denying the rate case filing.
Thereafter, pending good information from a
| evel field, a newrate case could be filed
with the PUC, one wth conpl ete and precise
information covering a legitinate test
peri od, where all benefits of a consolidated
system can be eval uat ed; otherw se, the
Commi ssion risks setting a precedent for this
type of coll usion.

Thank you, jeff Phillips."

CHAl RWOVAN MARTI N: Thank you, M.
Br esson.

Ckay. Staff, which of you will be
gi ving the cl osi ng?

MR TUOVALA: That would be ne,
Chai rwoman Martin, Christopher Tuonmal a.

CHAl RMOVAN MARTI N Ckay. Thank
you, M. Tuonal a.

MR. TUOVALA: Thank you. Good
nmor ni ng. Good norni ng, Comm ssi oner ol dner,

and everyone else. And | want to start off
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by t hanking, as the previous speakers have,
everybody involved in this since the
begi nning. W appreciate all the parties --
OCA, the petitioners, and especially the
intervenors -- for bringing their unique
perspective to this, as what has been stated
over and over again, a "very unique set of
circunmstances,"” especially in light of the
underlying statute, which | will get toin a
m nut e.

| would like also to take the tine
to thank the OCA for Staff's recognition, as
this will likely be ny | ast hearing as
Comm ssion Staff before the Conmm ssion and
the DCE cones into existence on Thursday.
So, thank you for that, M. Kreis. |
appreci ate that recognition on behal f of
Staff nenbers.

I'd also like to ask for your
I ndul gence for sone of what will probably be
repetitive points in nmy closing. | note that
we do share a | ot of the sane concerns that
have been brought up previously in closings.

And | want to hit sone of the highlights, but
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they are going to be a bit repetitive at
first.

|'d like to piggyback first off of
what Ms. Burgess stated, that to characterize
that Staff does not support the nerger would
be incorrect. | think generally we woul d be
supportive of Abenaki's acquisition,
especially by a conpany with a track record
| i ke Aquarion. However, the stunbling bl ock
is, as | referred to, RSA 369:8, which is the
underlying statute that requires the
Comm ssion's determnation at this point, and
that is the adverse inpact standard and not a
general public interest/public good standard.

l'd like to highlight why it's so
uni que and makes it difficult to nake that
exam nation of adverse inpact. Wat has been
hi ghlighted in the record previously is that
we have a rate case w th Abenaki, the
under | yi ng conpany that's going to be
acqui red. And nmany of you have spoken to
that. And if you | ook back to the
| egi slative history, especially as M. Kreis

had nenti oned, 1999, when this statute was
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anended, it appears that the Legislature's
i ntent was al nost a turnkey operation, where
renoved parent conpani es were sinply
shuffling back subsi diary conpani es so that
what woul d fundamentally | ook the sane nont hs
before the acquisition would | ook the sane
shortly thereafter. And for what tine
period, I'mnot sure. The Conpany has been
representing that the next day nothing wll
change. But as we know with the underlying
rate case, there's so many unknown factors at
this point to be considered, which I think is
out si de what the Legislature was consi dering
when it approved this | egislation.

We heard testinony yesterday that
t he underlying utility, Abenaki, is going to
be fundamentally different as a result of
this acquisition, that it's going to go from
no full-tine enployees to having three
full-time enpl oyees. That reorgani zati on nmay
cause changes in its operations and services.
We al so heard testinony that its business
relationship with NESC wi |l basically be

dimnished, if not conpletely renoved.
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Agai n, that reorgani zati on nay cause changes
i n operations and services. And as spoken by
pretty much everybody thus far, there's very
huge rate requests, rate increase requests
that's unprecedented even if we didn't have
the merger in front of us. Rates going up

al nost 400 percent, while ny tenure at the
Conmmi ssion hasn't been that long, is
certainly sonething outside the normfrom ny

experience. So it is, as soneone stated, "a
perfect stornt at this point wwth these two
conver gi ng dockets that Staff believes is
confusi ng and can confuse the Comm ssion's
directive to look at it and determne if
there's an adverse inpact on rates, terns and
servi ce, pursuant to 369: 8.

As an asi de, given the discovery
responses, testinony presented, sone of the
feedback fromthe intervenors, Staff's
opinion is it's unfortunate, while it m ght
be under st andabl e, but the petitioners did
not provide nore conplete transition plans to

address conpany structures and all ay

obvi ously the concerns of many of the
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intervenor, if not all the intervenor
ratepayers in this docket. There are a | ot
of unknowns, and it's obviously causing very
real concerns for these ratepayers.

At this point | would like to turn
to what Staff would consider the Conmm ssion's
options at this point in its investigation.
And this is the 369:8 investigation. Staff's
opinion, a prelimnary matter that the
Commi ssion would have to decide for itself is
if the petitioners have net their burden of
filing a conpleted -- presenting a conpl eted
filing. And that's noted in RSA
369:8-11(b)(2). And that's essentially what
woul d start the statutory clock in this case.
The Comm ssion determned that it would be a
60-day period in its Order of Notice. So
that would be its prelimnary exam nati on:

Is this a conpleted filing? Do you have
enough in the record? Because as noted in
past orders, you don't sinply accept the
statenent by the petitioners that there's not
going to be an adverse inpact. There's sone

I nvestigati on and suppl enental naterials that
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need to be filed in order to provide the
Commi ssion its neans for that investigation.

I f the Conmm ssion does decide it's
a conmpleted filing, then it would nove on to
its next two options: One, the Conmm ssion
can determ ne that the requirenents of RSA
369:8, II1(b)(1) have been net. And that
woul d nean that the Comm ssion would deci ded
anong itself that there's no adverse inpact
on rates, terns, service or operation as a
result of the nerger, and thus Conm ssion
approval is not necessary. So in effect, the
merger would go through by operation of |aw
I f the Comm ssion did nothing, or as it had
i n the previous Aquarion acquisition, decide
t hat no Conm ssion action is necessary.

If that's not the case, then the
Comm ssi on would have to exam ne the record,
t he evi dence produced, and provide a witten
determ nation that such nerger will have an
adverse effect, as |I've said, on rates --
four distinct categories: Rates, ternms,
service or operation. |If the Comm ssion

beli eves that there's an adverse i npact, what
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I would arguably say on any one of those four
categories, then they would have to i ssue a
prelimnary determ nati on saying so. And
t hat woul d gi ve the Conpany the opportunity
to make -- to refile its petition within at
| east 30 days to address the Conm ssion's
concerns.

And | brought up the original
t hreshol d i ssue about a conplete filing only
to state for the record that, by Staff's
calculation, if the Comm ssion determ nes
that the May 10t h, 2021 filing by the
petitioners, which in testinony yesterday
they referred to as a "suppl enent al
petition," if the Comm ssion determ nes that
t hat woul d have conpleted their filing, then
t he Conmm ssion would need to issue its
prelimnary witten determ nation by July 9th
iIf it so determ nes that an adverse effect
Is -- would result fromthe merger.

Sinply put, the proposed
transaction will have yet unknown effects on
Abenaki's operations and its pending rate

case. And those effects can reasonably be

95
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assuned to have rate inplications for
customers. \Wether those inplications wll
be positive or adverse in the short term
it's pure speculation at this point, as an
acqui sition occurring in the mdst of a rate
case seeking at least a twofold rate increase
Is a novel situation, especially here in New
Hampshire. To Staff's know edge and in its
research regardi ng nergers and acqui sitions
pursuant to 369:8, there were no underlying
rate cases for the acquired utility at the
tine.

| guess to further conplicate the
Conmm ssion's decision at this point, | want
to go back to ny opening statenent, that
given the record, the testinony, there's
going to be benefits, Staff believes, from
t he Aquarion nerger wth Abenaki. Again,
t hose benefits, we're not exactly sure what
they will be. But | believe, for the record,
it's safe to say that Staff believes there
woul d be a benefit fromthis acquisition.

However, it's in Staff's opinion

that that is nore likely net at this stage
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under either the public good or public

I nterest standards in RSA 374: 30 or RSA

374: 33, respectively. It's at this point
where Staff cannot affirmatively reconmmend
approval's because of the underlying standard
in 369: 8.

Agai n, thank you all for
participating. Staff recognizes all the hard
wor k, especially the petitioners and the
i ntervenors, the OCA and the |ike. And that
concl udes ny closing statenent. Thank you.

CHAl RWOVAN MARTI N Thank you, M.
Tuomal a.

WIIl the conpanies -- wll M.
Crannore do a closing as wel|?

MR VENORA: Chai rwoman Marti n,
"1l be doing the closing on behalf of both
the joint petitioners.

CHAl RAOVAN MARTI N Ckay. Go
ahead.

MR. VENORA: Thank you, Chairwonan
Martin and Conmm ssioner Goldner. And | also
want to start out by thanking Staff, the OCA

and all the parties for their participation.
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in particular, you know, we hear the coments
of M. Kreis, Attorney Getz, M. Mieller,
Attorney Bresson, Ms. Burgess and M.
Phillips, as well as Staff.

In this case, the conpanies are
asking the Comm ssion to authorize the
proposed transacti on based on a determ nation
that it will have no adverse effect on rates,
terns, service or operation of Abenaki under
RSA 369:8, and is |awful, proper and in the
public interest, consistent with 374: 33.
That's the sane basis on which the
petitioners submtted their proposal to the
Comm ssion in 2017, which was a substantially
| arger corporate transacti on between
Ever source and Aquarion, and affected
approxi mately 7,000 custoners in the state of
New Hanpshire. The Conpany respectfully
submts that the joint petition neets the
Comm ssion's standard and clearly will result
in no net harmto Abenaki custoners.

In the comments that we've heard so
far, | think there seens to be, if not

uni versal, but close to universal consensus
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that the acquisition by Aquarion wll be an

I mprovenent over the current state. There's
no evidence at all of a net harm stemm ng
fromthis transaction. As you've heard
during the hearing, the transaction wll
unequi vocal | y provi de Abenaki with a stronger
financial platform access to broader
operati ng experience, and substanti al

techni cal capabilities and resources that are
greater than it has today within the NESC

or gani zati on.

M. Morrissey testified to
Aguarion's experience and operating
capabilities, which includes integrating
smal |l er water operations such as Abenaki into
t he Aquari on organi zation. In his testinony,
M. Morrissey explained that Aquarion,

t hr oughout the organi zation, fosters a
culture of operational excell ence, cost
efficiency and custoner service, and that
this extends to and is instilled in all of
its subsidiaries. Abenaki custoners wll be
the clear beneficiaries of this process and

W Il experience no adverse effects in the
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change of its parent conpany from NESC to
Aquarion. Again, this was the sane basis in
whi ch the Conm ssion allowed a transfer of
owner shi p bet ween parent conpanies to occur
in 2017 affecting Aquari on Water Conpany of
New Hanpshire.

Earlier in the process, the
Conmi ssion received briefs fromthe conpanies
on the legal standard, as well as fromthe
OCC [sic], to be applied in the Conmm ssion's
assessnent of the proposed transaction. And
in those, the Conpany showed that no net harm
Is the longstandi ng statutory standard that's
been applied by the Comm ssion on a
consi stent basis. And as did M. Kreis, 1"l
sinply refer the Comm ssion to our briefs on
that issue, and I'mnot going to repeat those
argunents. | wll sinply note that we cited
precedent where the Comm ssion has applied
the standard consistently for many years,
including in the New Engl and El ectric System
Order No. 23,308, where the Comm ssion
rejected a net benefits test and stated that

in applying the no net harm standard, it nust
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assess the benefits and ri sks of the proposed
nmerger and determ ne what the overall effect
on the public interest will be, giving the
transaction its approval if the effect is, at
worse, neutral fromthe public interest
perspecti ve.

And al so we cited the case of
Hanmpt on Water Wbrks, which was Order 23, 924,
whi ch had sone particularly applicable
| anguage that said that nergers of a very
smal | conpany into a | arge conpany nmay result
In custonmers benefitting fromthe experti se
and access to capital narkets which are
generally available to the larger entities,
where there's greater financial and other
resources. And that's certainly exactly the
case that we have here. So through this
process, the conmpani es have shown there is no
evi dence of potential adverse effects to
custonmers fromthe proposed transacti on.

On the issue of rate changes, M.
Morri ssey expl ained that the nerger agreenent
by which Aquarion will acquire NESC contains

no conditions on Abenaki neking a rate case

101
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filing or receiving a rate increase. It was
a wholly i ndependent requirenment on behal f

of -- which was done in connection with
Abenaki's nornmal business operations. And in
fact, the nerger agreenment, which is provided
in Exhibit 1 at Bates 54, Section 5.2 has
what is a fairly typical nerger agreenent
provi sion that requires NESC, through the
closing, to continue to conduct its business
in the ordinary course. And this includes an
obligation to use comercially reasonabl e
efforts to maintain and preserve its busi ness
operations. It also, in the sanme provision
at Bates 34, says that nothing contained in

t he agreenent gives Aquarion, directly or
indirectly, the right to control or direct

t he operations of NESC, or any of its
subsidiaries prior to the closing. So, you
know, any specul ation that there was -- that
this is sonehow orchestrated is not borne out
by facts. And, you know, the end result is

t hat Abenaki has submitted its application
for rate relief because it has a substanti al

need in that regard. And that exists
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I ndependent of who its parent conpany is.

Now, and I'Il comment on this a
little bit further when | respond to a couple
of the other argunents we heard. But for
pur poses of the Comm ssion's no net harm
anal ysis, stated very sinply, there are no
adverse effects on rates fromthe transaction
because the transaction is not getting --
addi ng any cost to the rate request.

So on the issue of acquisition
prem um again, getting to the no net harm
I ssue, the Conpany has structured this in a
way that makes -- that conpletely insul ates
custonmers from any i npacts or potenti al
i mpacts relating to the purchase price. M.
Morrissey stated definitively that the
acqui sition premumor "good will" is not
requested for recovery in this docket and
wll not be requested in a future docket.
Thi s keeps New Hampshire custonmers unaffected
by the acquisition premium and there is no
net harm

On the issue of transaction costs,

M. Morrissey testified and confirnmed that
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Agquarion is not asking for recovery of
transaction costs in this docket. He
testified that Aquarion, to the extent it may
request recovery of transaction costs in a
future rate case, the Conpany woul d have the
burden of proof at the tine to show and prove
to the Comm ssion that savings fromthe
transacti on exceed the anmount of transaction
costs. So the end result is there would be a
net savings to custoners. This provides full
protection for the custoners, because under
t hi s net hodol ogy the savings nust outwei gh
the transaction costs, which neans there's a
result in net savings. This is the sane
nmet hodol ogy that Aquari on Water Conpany of
New Hanpshire is applying in its current rate
case.

Wth respect to Abenaki's
operations, we recogni ze there are nany
| ongst andi ng i ssues. Those issues exi st
today. W believe Aquarion is going to
provi de substantial support and benefit to
hel ping to resol ve those issues. They won't

be resol ved overnight. They cannot be
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resolved in this docket. But for purposes of
the Conm ssion's analysis, there certainly is
not evi dence of a potential harmin Aquarion
becom ng engaged in and overseei ng Abenaki --
i n Aguari on overseei ng Abenaki's operati ons.
And Chai rwonman Martin, M.
Morrissey said directly in response to your
question that they view Aquarion as a
potential accelerant to bringing that deeper
bench and being able to address its issues.
Now, | appreciate Attorney Ross's
comments at the start of the hearing today
regardi ng the standard, because at the sane
time as show ng there's no evidence of
potenti al adverse effects to custoners, the
Conmpany has denonstrated that there will be
positive benefits to Abenaki custoners.
We' ve di scussed on the record that the
benefits consist of the near-term
quantifiable savings related to the
elimnation of M. Vaughan's salary; the
el imnation of board fees, because under
Aquarion, you know, those will go away, as

well as the elimnation of I nsurance costs.
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And those are just a few of the inmedi ate
cost savings. And they will be provided to
custoners in the next rate case after the

cl osi ng, assuning the transaction goes
forward. That's the sequencing that the
Comm ssion has typically followed. And that
Is what i s happening now in the Aguari on New
Hanmpshire rate case, where, you know, that
nmet hodol ogy i s being reviewed, you know,
which is their first rate case subsequent to
t he 2017 Eversource acqui sition.

Now, we've also said that the
benefits include potential additional |onger-
term savings that will emerge over time, such
as | ower borrowi ng costs due to Aquarion's
stronger financial position. Those al so
woul d be provided to custoners in the next
rate case after the closing, assumng the
transacti on goes forward.

And aside fromthe cost savings,

t he transaction, we've denonstrated, wl|
provide the qualitative benefits that
custoners will see relating to Aquarion's

operati ng experience, as well as the
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custonmer-facing itens, such as, you know, in
a practical sense, |onger custoner service
hours, nore technol ogy options for
communi cating with the Conpany, a new web
site, e-bill options. So those are just sone
of the things that Aquarion wll bring.

Now, one of the main chall enges
Abenaki has is a small custonmer -- is a
smal l er systemwith a snmall custoner base,
but at the sane tine its systemrequires
substantial capital upgrades. So M.
Morri ssey testified Aguari on has deep
experience on this, in terns of integrating
smal l er systens into its operations. M.
Morrissey testified that the benefits are
substantial, in that Aquarion has a very
ri gorous and i ntensive capital planning
process. As with all of the operating
conpani es of Aquarion, Abenaki will be
required to i npl enent a one-year plan and a
five-year plan, and overall w || approach
capi tal investnents, you know, through that
structure in a very systematic nmanner. M.

Morrissey also testified that Aquarion
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recogni zes the need to consider rate inpacts
inits capital decisions. And so, again, in
terns of the pendi ng operational issues,
Aquarion certainly will not -- those issues
do not wait for the nmerger to occur, or it
won't be held up in any way as a result of

t he transacti on.

And lastly, in the area of
benefits, we also tal ked about the benefits
to both customers and enpl oyees that w |
result from Aquarion's commtnent to retain
t he NESC enpl oyee base and provide themw th
conpensati on and benefits that are, in the
aggregate, substantially conparable to the
conpensati on and benefits provided by NESC
i medi ately prior to the transaction.

M. Kreis started out his coments
saying that it would be inpossible for the
Comm ssion to determ ne no net harm under the
current circunstances. And | have to
respectfully disagree. And we heard simlar
t hemes, you know, from sone of the other
parties. And, you know, | think it would be

wonderful if there was a silver bullet here
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to solve Abenaki's rate issues and its
operational issues. But, you know, those are
| ongst andi ng, and those are things that are
going to take tinme to figure out. Aquarion
will not hold up that process, but provides
benefit to that process.

So, just starting out on the issue
of the rate increase, the conpanies --
Aquarion's made commtnents that there wll
be no adverse inpacts. There's no
pass-through of the acquisition prem um
There's no approval here of transaction
costs. There's no approval here of affiliate
agreenent costs. Those would all be the
subject of reviewin a future rate case.

None of those costs can flow through to
custoners unl ess and until the Conm ssion
reviews and approves those in a future rate
case.

The costs in Abenaki's rate case
currently are based on an historic test year
that's under its current rate structure.

And, you know, OCA essentially nmakes the case

for the need for rate relief when he cites
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back to M. Morrissey's characterizati on as
to the condition of Abenaki's systemand its
financial position. 1In short, as |
mentioned, it really has no bearing on the
case because those rates are going to have to
be reset based on the infornmation that's
currently pending in that docket. You know,
it potentially -- you know, anything stenmm ng
fromthis transacti on woul d occur in a future
rate case. But the way the Conpany
structured the transaction has taken that
I ssue off the table.

| appreciate Attorney Getz's
comments that Omi does not chall enge that
there will be no adverse inpacts. |
respectfully respond to his concerns on the
purchase price and would submt that | don't
think they are well founded. | don't know,
as | heard his coments, you know, how you
woul d al l ocate sone sort of a reduction to
book val ue of Abenaki's properties going
forward. Again, that's not an issue for
consi deration in a stock purchase between

parent conpanies. The current rate base of
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Abenaki is an issue in its current rate base,
and it's presumably cal culated on its pl anned
service as it exists today.

M. Morrissey said that Aquarion
as part of its experience in integrating the
smal | er systens, would do an anal ysis of the
Conpany's assets. And Conm ssi oner Col dner,
you know, he was addressi ng your questions on
this. And that, you know, that's an
i nportant exercise. And to the extent that
it results in if there are any adjustnents,
and ot her adjustnents to rate base that
simply happen organically between the tinme
rates are set in DW20-112 -- | mght not
have that right; it mght be 21-112 -- that
woul d occur in the next rate case filing
follow ng the nerger. And again, the
Conmm ssion would have full line of sight in
review ng the plant in service included in
rate base and ultinmately used for
rate-setting purposes.

Attorney Bresson had a coment t hat
| appreciate that she made because | do think

| do want to touch on the fact of the
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term nol ogy that we've used, a "stand-al one
entity." And | do believe M. Morrissey
clarified and hel ped explain that on the
record. But it is not intended to convey

t hat Abenaki sits al one on an island outside
of Aquarion and w t hout support of the
Agquarion organi zation. Each of the utility
operati ng subsidiaries of Aquarion would be
consi dered, under the way we've used this
term a "stand-alone entity." They're
separate legal entities. That's sinply --
that's the only thing that was i ntended to be
conveyed by that term So, you know, upon
closing, if this were allowed to nove

f orward, Abenaki woul d be and operate as an
Aquarion subsidiary in the sane nmanner as
Agquari on New Hanpshire, Aquarion
Massachusetts and Aquarion Connecti cut.

And al so, Attorney Bresson raised
concerns about the timng of the rate case in
relation to the nmerger agreenent. And agai n,
we have cl ear testinony that there is no
| i nkage and that there are no conditions in

the agreenent itself that would speak to
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this -- or require this | should say.

Ms. Burgess had a conmment about,
you know, concerns about, | think she used
the words "lining the pockets of the Abenaki
executives" fromthis transaction. And, you
know, | recognize that there's sone
| ongst andi ng concerns anongst the custoner
base, you know, relating to those, you know,
just historic issues. But there's no
proposal here to recover any such costs. And
no such costs would be recovered in a future
rate case. Those are -- you know, those are
not -- there's no exposure to custoners on
that sort of thing on those costs.

And | astly, we do appreciate
Staff's comments and the work that it's done
to review this proposal. W've worked hard
to provide responsive infornmation in response
to discovery requests. W do believe that
the Conpany put in a substantial initial
filing in this case, including the
suppl enental information that was filed on
May 10th, if nmenory serves ne. |It's the sanme

| evel of information that was provided in
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connection with the 2017 Aquari on- Ever source
transaction, if not nore.

You know, and again, just to
comment on the fact that there's a pending
rate case. You know, there's al so a pending
rate case in Connecticut. [It's not an
unheard-of situation. The Valley Water
System which is al so an NESC subsi di ary, had
a need for rate relief and was al so -- you
know, had a pending rate case for a good
amount of tinme independent of anything. You
know, these conpani es continue to operate,
and they have to operate in the ordinary
course. And for a regulated conpany, a rate
case filing is an ordinary course event. It
happens all the tine.

So in closing, | do want to thank
the Comm ssion for its attention, Staff, and
all the parties for their participation. W
hear all the input. And we respectfully
request that the Conmm ssion grant the
petition to allow the transacti on to nove
forward. We do believe that we' ve

established that there's no net harm that
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we've shown that it is in the public interest
and serves the public good, which, as

i ndicated in our brief on the | egal standard,
t he Conmi ssion has previously viewed as
essentially equivalent. W' ve provided
robust information in the record for the
Conmmi ssion's consideration and respectfully
ask that you allow the transaction to proceed
on that basis so these benefits can start
com ng to custoners as soon as possible.
Thank you.

CHAl RMOVAN MARTI N Ckay. Thank
you, M. Venora.

And | believe that is everyone for
closings. So with that, we will concl ude
this hearing and cl ose the record, other than
| eaving it open for the record request, which
is Exhibit 27.

Thank you, everyone, for your
testinony, for all the tine that you' ve spent
here today. W are adj ourned.

MR. VENCRA: Thank you.

(Wher eupon the Day 2 Hearing concl uded
at 12:47 p.m)
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CERTI FI CATE

|, 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 I amnot a
rel ati ve or enployee of any attorney or
counsel enployed in this case, nor am|
financially interested in this action.

The foregoing certification of this
transcri pt does not apply to any
reproduction of the sanme by any neans
unl ess under the direct control and/or
direction of the certifying reporter.

Susan J. Robi das, LCR/ RPR
Li censed Shorthand Court Reporter
Regi st ered Prof essional Reporter
N.H LCR No. 44 (RSA 310-A:173)
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