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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

PROCEEDI NGS

CHAl RMOVAN MARTIN:  Let's go on the
record.

Ms. Burgess, are you prepared to
ask some questions?

MS. BURCGESS: Not at this tine.

CHAl RWOVAN MARTI N: Ckay. Ms.
Bresson, do you have questions at this tine?

MS5. BRESSON: Hi, this is Cristy
Bresson. | do.

CHAl RAMOVAN MARTI N: Ckay. Go right
ahead.

M5S. BRESSON. Thank you.

CRGCSS- EXAM NATI ON

BY Ms. BRESSON:

Q

Ckay. So ny first question is directed at

M. Mrrissey. And I'd like to reference

Exhi bit 20, which | believe is a copy of the
Bow 1-3 request that was nade in early June
of Abenaki and Aquarion. And specifically,
M. Mrrissey, I'd like to focus on Subpart A
of that question, wherein the question reads,
"Are there any plans post-2022 to continue to

I nvest back into the system post-acquisition?
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

If so, what are they? |If not, why [not]?"
And t he response in Subpart A was,

"Abenaki will continue to invest prudently in

t he water system after 2022 to ensure

adequat e water supply and address exi sting

I ssues with the water distribution system™
Do you see that?

(Morrissey) | do, yeah.

Ckay. Geat. So first questionis it's ny

under st andi ng from your earlier testinony,

and correct nme if I'"'mwong, that -- |

believe it was in your opening statenent, M.

Morrissey -- that you stated that Aquarion

has annual capital plans. |Is that correct?

(Morrissey) Yes, we do.

And so does that nean annual capital

I mprovenent pl ans?

(Morrissey) Correct. So, essentially a

capi tal budgeting process, yes.

Ckay. Do you know if Aquarion -- if Abenak

has capital inprovenent plans, budgeting

capital inprovenents on an annual basis?

(Morrissey) | think that's probably a

question for M. Vaughan.
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

Q

M. Vaughan, you can respond, please, if
you' d |i ke.

(Vaughan) Yes, we do have CapEx plans for all
the systens. However, in the case of Wite
Rock in Bow, there are i medi ate plans, and
we want to address those plans. There's a
coupl e of significant projects there. One
is, of course, the arsenic treatnent plant,
and the other one is a distribution system
Those need really sone attention, and we
haven't gone beyond those particul ar projects
relative to a CapEx pl an.

Right. So correct ne if |I'm w ong.

Currently Abenaki's -- the way Abenak
operates currently is that there is not a

| ong-term capital inprovenent plan, certainly
not for Bow, correct?

(Vaughan) Well, the distribution plan, the

di stribution CapEx plan, would be fairly

| ong-range because there's an extensive

repl acement requirenent there, at least in
our view. And just to nmake it affordable, we
t hi nk that those inprovenents woul d be

ext ended over a period of years.
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

Ckay. Thank you.

So M. Morrissey, in response to this
question, it just states that Abenaki wll
continue to invest "prudently" -- and | know
you' ve used that word a couple tines
t hroughout today's testinony -- in the water
system after 2022. But it seens, | nean,
unless I"'mreading this incorrectly, it seens
li ke the second part of that question wasn't
responded to, which is, if so, what are they?
So do you know what those prudent investnents
woul d be after 20227
(Morrissey) Yeah. Well, | think we're
getting into a learning curve, in terns of
what the capital requirenents are going to be
not just for, you know, Wiite Rock, but of
the entire, the entire Abenaki system

I will say, Attorney Bresson, you know,
one of the exhibits that was put forth, |
think it was Exhibit 12, was a pretty, |
think a pretty good one, where we tried to
provi de sone color in terns of what our
capi tal planning process is at Aquari on.

So | think a takeaway that 1'd like to
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

| eave you with is | think with respect to
Agquarion, our process is probably going to be
a bit nore robust, just given sone of the
gover nance and structures we have in place at
Aquarion. You know, in response to 12, we
tal k about the charge of the project
managenent commttee. And the project
managenent conmttee consists of -- | sit on
the commttee, as well as John WAl sh, our
vi ce- presi dent of operations who oversees our
Massachusetts and New Hanpshire operations,
bot h part of our Connecticut busi ness, as
well as Dan Law ence, VP of engi neering and
pl anni ng, and a couple of other of our VPs.
So this is a group that gets together on
a nonthly basis at a mninum Mny tinmes
it's between, you know -- it's on other
occasions as well wth specific projects in
mnd. This group is charged wth overseei ng
the capital plan on an annual basis, as well
as a five-year capital planning process that
we have in place. So | think, you know, sone
of the structures that we have in place, in

terms of how we oversee our capital
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

requi renments, how we're assessing risk across
all the systens, and the | evel of investnent
that we need to nmake to ensure that we've

got -- that we're delivering a good product
and a reliable service to our custoners.
Ckay. So maybe you can expand a little bit
and clarify for ne. And | apologize if I'm
being a little thick. But earlier when M.
Kreis fromthe OCA was inquiring, there was
di scussi on about Abenaki, post-nerger, being
a stand-alone entity from Aquarion. And |
think you indicated that, yes, that Abenaki
woul d be a conpletely | egal and separate
stand-al one entity; is that right?
(Morrissey) Correct, a separate |egal entity.
Yeah.

Ckay. So howis it going to work? You were
just tal king about, you know, the capital
expendi ture plans that Aquarion corporately
proceeds with and the nmeasures that they have
in place to nove forward with that for their
various investnments. But how is that going
to work in terns of coordination with

Abenaki, who's a separate legal entity? |Is
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

there going to be -- what kind of control is
goi ng to be invol ved between Aquarion and
Abenaki? O are they going to have their
own -- is Abenaki going to have their own

vi ew and vi sion of what capital inprovenents
will look |like, separate from Aquari on?
(Morrissey) Well, | think it's all one and
the sane. So we have a separate legal entity
for Abenaki, as we do for Aguarion Water
Conmpany of New Hanpshire and Massachusetts
and Connecticut. The PMC transcends all of
the legal entities. So wth the focus of --
this is kind of a standard process where
we're eval uating what the capital needs of
each of those respective businesses are. And
there's a prescribed process by which, you
know, an opportunity is identified, and then
it's going to -- you know, we'll evaluate
various alternatives to that in terns --
because there's always -- you know, that's
usual ly where you're going to capture the
great est anount of benefit, to the extent
you're selecting an appropriate alternative.

And fromthere you go into various design

10
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

Q

phases until you're executing that project.

So the PMC ki nd of transcends, and |

expect it will transcend for Abenaki
Abenaki will -- there'll be -- on an annual
basis, there'll be a separate one-year

capi tal budget put together, as well as a
five-year capital budget, which will |ay out
what the needs of the business are. But this
is part of, you know, a |arger business
pl anni ng process. As we tal k about our
capi tal budgets, both on a one-year and
five-year basis, we're also | ooking at the
overall business at the sane tinme when we're
budgeti ng on a one-year and five-year basis.
Because what's going to be inportant to us
when we do that is we're going to be
eval uati ng each of these businesses and the
cost of providing service, as well as what do
we expect to be the future rate requirenents
for each of those busi nesses.

So I"'msorry for the | engthy response,
but hopefully I'"m providi ng sone backdrop
that's hel pful to you.

Thank you.

11
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

>

Ckay. | want to go to earlier today, we
talked a little bit about board of directors.
And ny notes indicate that you had clarified
t hat the existing board for Abenaki is no
| onger, will be no | onger post-acquisition
Post - acqui sition, a new board would be put in
pl ace, but that new board, any fees or
conpensati on would not be -- well, let nme ask
you this: |Is that new board going to be
conpensat ed?

(Morrissey) No.

Ckay. And any fees associated wth that
board you i ndi cated would not be absorbed at
any point by the ratepayers; correct?
(Morrissey) Well, there's no fees that w il
be absorbed by --

Ckay.

(Morrissey) That's not rel evant.

Ckay. You also indicated earlier that the
board of directors for Aquarion and the board
of directors for Eversource, those obviously
are in existence. Are those board nenbers
conpensat ed?

(Morrissey) The Aquarion board is not

12
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

13

conpensated. The Eversource board |I'm sure
I's conpensated for a publicly-traded
enterprise. But as M. Kreis had inquired
earlier about the recovery of those costs, |
t hink that was the point where | don't know
to what extent or how those costs are
recoverable, or if they're even requested to
be recovered, and that that woul d be

determ ned at an individual state |evel
during a general rate proceeding.

Ckay. Yes, | do renmenber M. Kreis talking
about that topic. Additionally, | believe
M. Mieller commented. And it was ny
under st andi ng that there was sone comment
that the board of director fees, if there
were fees associated with the board of
directors as to Aquarion and Eversource,
there m ght be sonme fees that could be
included in a future petition by Aguarion,
wherein there could be a representation that
t here was a cost savings. Do | have that

ri ght?

(Morrissey) Can you repeat the question? |

think I |ost you.
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

Sure. | don't know if | understood this
correctly, so |I'masking you to clarify.
Sure.
My understanding in prior testinony when M.
Muel | er was speaki ng was that you had
commented that board of directors fees, those
as to Aquarion and Eversource, at sone point
those fees could in fact be included in a
petition that could be filed by Aquarion in
the future, wherein Aquarion would be
articulating or representing that there's
been a savings to ratepayers. D d |
understand that correctly?
(Morrissey) No. | think that's two separate
i ssues. One | think was the subject of
transaction costs and the potential future
recovery of transaction costs related to this
transaction, that they would -- we are not
asking for recovery of those costs at this
tine.

To the extent that savings can be
denonstrated by the Conpany, we woul d propose
or put that forward in a future rate

proceeding simlar to what we've done in

14
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

previ ous transacti ons before the Comm ssion.
So ny apologies then. So it wouldn't be
limted to just a proceeding if there was a
rate savings. It would also be in a
situation if Aquarion were going for a rate
I ncrease at sonme point in the future -- iIs
that right -- for those transacti on costs?
(Morrissey) Yes, any recovery of transaction
costs would have to be proposed in a future
docket, a future proceeding that woul d be
part of a general rate filing, correct.

Ckay. | want to nove to Exhibit 21, which is
reflective of one of our questions, Bow 1-5.
And | just want to read it for you, M.
Morrissey. | don't know if you have it in
front of you. But our question or request
was, "G ven the lack of records fromthe
expedi ted departure of an office manager, how
many NESC enpl oyees have access to
records/data? Wat is the turnover rate for
enpl oyees? How will this change under the
new proposed acquisition? How | ong does
Aquarion keep records or data? Wuo wll be

doi ng the neter readi ngs post-acquisition,

15
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[WITNESS PANEL: MORRISSEY|SZABO|VAUGHAN|GALLOQ]

and are those records el ectronic or paper?"

And in response, | really want to
initially focus on the first response, which
was, "Abenaki Water is not aware of a 'l ack
of records' as indicated in this request.
NESC mai nt ai ns access to records and data on
Its network server.”

So for Aquarion, how does Aquari on
handl e records that nay have been nai ntai ned
by enpl oyees, e-mails and records that may
have been mai ntai ned by enpl oyees at the tine
when an enpl oyee nay be departing the
Conpany?

(Morrissey) So the question has to do wth
specific e-mails from enpl oyees, present

enpl oyees of Abenaki or of Aquarion Water?
Ckay. |I'mtrying to understand. The
question that was submtted was wth regard
to a situation where an Abenaki Water

enpl oyee unexpectedly left the Conpany. And
when that person left the Conpany, a nunber
of the records, e-nmails, conmunications were
deleted. And I'mtrying to understand what

I's Aquarion's policy on retention of records.

16
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And if you have a person in the field and
they' re gathering data and they had e-nail
communi cations, if they were to suddenly
| eave, how is that handl ed t hrough Aquarion?
(Morrissey) Sure. GCkay. |'ll do ny best to
respond, based -- and try to stay within --
not overstep the foundati on of what |
actually know and don't know in terns of what
we do on record retention.

W do actually have a record-retention
policy. This is sonething that we put
t oget her probably seven or eight years ago,
really, at the counsel of sonme of our
attorneys just saying, hey, thisis -- it's a
good idea to put in place a record-retention
policy. So --

CHAl RWOVAN MARTIN: M. Morrissey,
| apol ogize for interjecting.

M. Gllo, can you pl ease put
yoursel f on nute when you're not speaki ng and
| eave it on mute? Thank you.

M. Morrissey, go ahead.
(Morrissey) Sure, sure. So we do have a

record-retention policy that is in place.

17
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You know, in nost instances where we're
concerned, you know, about it, you know, if
you t hi nk about the types of data that an
organi zati on has -- so, you know, sone data
is related to custoners, sone nay be
contractual contracts that we have, sonme nay
be enpl oyee-related data in terns of
sensitive issues that may have, you know,
information, as far as it m ght be H PAA or
medi cal -related. So, | nean, when we talk
about the -- of what could actually fal

under the unbrella of records retention, it

can get pretty broad pretty fast. W do have

a policy that's in place. 1In a l|lot of cases,
it's things where you don't want to expunge
them you actually want to retain them And,
you know, this is where, froma | ega
standpoint, we'll get counsel on hol di ng
things for statutory limts, in terns of
whet her it's seven years or sonething, and
shorter than that in other respects.

So I don't know any of the particul ars
in terns of the enployee that you're

suggesting from Abenaki. That may be a

18
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19

Don -- a M. Vaughan question to respond to.
I"mnot famliar wth that case or what
records were not retained.

I will say that if that enployee were an
Agquari on enpl oyee and was touching the
customer work, was being dispatched to handl e
that either at the call center, froma cal
that that person's handling, there would be
notes in terms of the contact information
t hat woul d be retained, and that would show
up on the custoner account. O to the extent
that, you know, sone field activity, a
notification was di spatched, so nmaybe a neter
was changed out or there was a | eak
i nvestigation, or maybe there was a
hi gh- pressure/l ow pressure water-quality
conpl ai nt, those types of notifications,
those things are retained wthin our SAP
system So that information would be
avai |l able. That's not going to be subject to
an enpl oyee getting up and goi ng and | eavi ng
t he organi zation. That resides within the
SAP system and we woul d have the benefit, or

t he custoner woul d have that benefit. And
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20

the rep handling that interaction would have
the benefit of that history in responding to
t hat custoner's issues.

So I'"'mnot -- | hope |I'm hel pi ng address
t he questi on you have. Again, | can't
coment on the specific issue that you're
citing in the first part of that question
about the |l ack of records.
| appreciate that, M. Mrrissey. Thank you.

M. Vaughan, could you clarify for ne
what your understandi ng of the phrase "l ack
of records" neans?
(Vaughan) Yes. | amunaware of a "l ack of
records,"” as per the response. Al the vital
records we have are contained within our NDS
software billing system our general | edger.
Operating records are kept in -- on an
el ectronic basis, as well as on paper. And
t hose records are contained within the
organi zati on, whether they be on a
Conpany- owned conputer, |aptop, as well as
Conpany fil es.

As far as e-nmails are concerned, | am

unawar e of those. The i nfornati on cont ai ned
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in any, you know, supposed e-mails, |'m not
sure what that m ght have been about. So I
really can't adequately address this because
" mjust unaware of the | ack of records.

Ckay. So | just want to clarify. Are you
aware that there was an enpl oyee who departed
Abenaki, and subsequent to his departure
e-mail s were del eted?

(Vaughan) | am not aware of an enpl oyee

| eavi ng Abenaki and his e-mails were del et ed.

I am not aware of that.

Ckay. | wonder if M. Lachance were here, if
he woul d be aware of it. |Is he present
t oday?

(Vaughan) No, M. Lachance is off site today,
and for the week.
Thank you.

Wul d you agree, M. Vaughan, that if
e-mails were deleted and e-nmails were | ost
and not retained post the departure of an
enpl oyee, that would constitute | ack of
records?

(Vaughan) wWell, it depends on the content of

the e-nails. And, you know, we don't

21
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encour age personal e-nails. |'mnot aware of
any busi ness or Conpany e-mails that may have
been deleted. It is very difficult to

nmoni tor, you know, what transpires at any
particular work station. So | really can't
comment further on it.

Does Abenaki have a retention policy?

( Vaughan) Yes.

For e-mail s?

(Vaughan) Yes, it does.

And what is that?

(Vaughan) We keep records usually a m ni nrum
of six years to seven years. W have that
policy basically wwth all of the
subsi di ari es.

So you keep e-mails for all enpl oyees,

whet her they're currently in your enploy or
they've left, for six to seven years?
(Vaughan) Well, no, not necessarily e-nmails.
We keep operating records, systemvital data,
information relative to that; regul atory
filings in various dockets; health departnent
or DES filings. W also keep records of, you

know, | aboratory tests. A whole host of

22
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itens that we retain.

Do you have a simlar retention for just
e-mails? So I'mnot tal king, you know, if an
enpl oyee sent a personal e-nmail. |'mjust
saying if you have enpl oyees that are

obvi ously using their conputer and sendi ng
e-mails, work-rel ated, does that retention
policy you just spoke of also include
work-rel ated e-mail s?

(Vaughan) Well, we have access to the Conpany
e-mails if they're -- obviously if they're of
a business nature, we can access the e-mails
that any particul ar enpl oyee may be invol ved
in. But beyond that, | think that's where,
you know, if it's of a personal nature, |
really can't comment on that. It's alittle
bit of a gray area.

Ckay. Thank you.

Thi s question goes back to M.
Morrissey. Exhibit 22 1 believe is a
reference to -- ny apol ogi es, one second --
Bow 1-8. And the specific area |l'd like to
focus on, M. Morrissey, is that, in this

question it was asked what wll be -- I'm

23
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sorry. W were talking about in this
question adm ni strative support. And
currently, New Hanpshire adm nistrative
support under the Abenaki agreenent,
affiliated agreenent, is 61.50 an hour. And
t hese charges are marked off -- based off
mar ket rates after -- according to Abenaki.
And so we were curious as to the basis of

t hose rates. And we | ooked, actually, at

d ass Door salaries and did sone research,
and average rates for adm nistrative work,
adm ni strative support, was nore in line with
about 30 bucks an hour. And so while |
appreciate that the rate includes sal aries
and benefits, |I'mecurious: How does that
line up in terns of Aquarion's adm nistrative
rates currently?

(Morrissey) | really -- 1 don't know. In
terms of -- excuse ne. This isn't sonething
I was a wtness on. But | think what's

rel evant is the questi on about sal ary and
benefits or charges that are passing through
to the Abenaki custoner. | nmean, you're

going to want to be assured that, yeah, A,

24

{DW 21- 090} [Afternoon Session ONLY] {06-28-21}




© 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|SZABO|VAUGHAN|GALLOQ]

>

the cost is reasonable, but, B, that there
isn't any type of a mark-up associated with
it.

In terns of assessing or opining on
whet her a $61 rate is appropriate or not,
honestly, | have no idea. | have no idea.

It depends upon what's conm ng -- what that
person is doing and how they're being
conpensat ed, but --

| guess -- I'msorry. Go ahead.

(Morrissey) No, no. Please.

Il wasn't -- at least | didn't think | asked
you to opine on the reasonabl eness of it. |
asked what Aquarion's position was in terns
of a simlar situation.

So if currently Abenaki has an affiliate
agreenment with NESC and there are
adm ni strative support charges in there at
the rate of $61 for adm nistrative support --
so it's interesting to try to get a sense
when you're tal king earlier about this being
a conmpletely separate legal entity. And I
bel i eve a question was asked earlier today

about the affiliated agreenent, the

25
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o > O >

affiliated agreenent that's in place
currently as between Abenaki and NESC. W I
there be a simlar agreenent with regard to
Aquari on?

(Morrissey) There will be, yeah.

There wll be?

(Morrissey) Yes.

WIIl that agreenent have charges in it wth
regard to adm ni strative charges?
(Morrissey) Wll, it's -- the agreenent, and
| believe it was shared as part of the
docket, in terns of the affiliate agreenent,
not related to Abenaki, that hasn't been
crafted yet. But we believe it's going to be
substantially the sane as what we have in

pl ace for our other operating subsidiaries,

i ncl udi ng Aquarion Water Conpany of New
Hanmpshi re.

So we're not going to -- wthin those
agreenents, we're not delineating by position
of who's charging their tine over to the
vari ous subsidiaries. Wat's happening
within that, and what's going to happen with

Aquarion, is to the extent you have sonebody

26
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in one of the other operating conpanies
wor ki ng on Abenaki, they would on their

ti mesheet charge tine to that. So if that
person is making -- say they're nmaking 80
grand a year, at 40 bucks an hour, just to do
the math here so that this thing is in the
bal | park. So 80 grand a year, 2,000 hours a
year, that's 40 bucks an hour. And assune

t hat the payroll overhead related to that
person, in terns of payroll taxes, nedical,
what ever, say that's 50 percent. So that's
another -- that's essentially adding 50 cents
on the dollar. So in that case, if you have
an $80, 000- a-year enployee with a 50- percent
payroll overhead rate, that effectively gets
you to the $60 an hour here.

But what's relevant isn't so nmuch that
the affiliate agreenents aren't going to
identify and deli neate everyone who's
charging over, it's just going to be when

t hey cone over, their tinme in their tinesheet

will cone over at cost. There's not going to
be any mark-up to that. There will be a
separate entry that wll capture the
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over head, the payroll overhead associ at ed
with that enpl oyee captured in the benefits.
And again, fromour perspective, if it's a
Connecti cut enpl oyee doing work for the New
Hanpshire subsidiary, if you re a Connecti cut
ratepayer, you're going to want to -- you
know, you're only going to want to pay for
what you're getting services for. So if that
enpl oyee isn't working on Connecti cut,

t hey' re worki ng on New Hanpshire, you're
going to want -- you shouldn't be paying for
that. That should be picked up by the New
Hanmpshire ratepayer. And that's essentially
the essence of the affiliate agreenents, so

t hat each party -- each entity is paying for
the cost of service in their respective
jurisdiction.

Ckay. Thank you.

(Szabo) If | can add to that as well. One of
the other itens that wasn't addressed here
is, and | think this m ght be cl oser to what
you're asking, Cristy, with regards to the
support that our operations provide in terns

of custoner billing, to be conparable to

28

{DW 21- 090} [Afternoon Session ONLY] {06-28-21}




© 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|SZABO|VAUGHAN|GALLOQ]

what' s bei ng discussed in this request here,
so we have an affiliate agreenent in place
that all ocates the cost to provide custoner
service, including billing, processing of
paynents, which is based on nunber of
custoners. So we have our entire custoner
service organi zation has the associ ated | abor
costs with those enployees. It gets, you
know, added up into one big pool and gets
allocated to the various operating entities
based on custoner count. W also have our IT
servi ces because we need, you know, the
systenms in order to provide those services.
Those costs are al so captured and al |l ocat ed
based on custoner count. So it's a different
nmet hodol ogy that we use in our current
arrangenent, which is why we don't have a
conparable to this $61. 50 per hour, because
we don't look at it that way. W look at it
nore on a cost per custoner, based on the way
the all ocati on occurs.
Ckay. Thanks, Debr a.

' mhoping | can ask -- there were a

coupl e questions that were sent to ne. There
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{DW 21- 090} [Afternoon Session ONLY] {06-28-21}




© 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|SZABO|VAUGHAN|GALLOQ]

30

were a couple individuals this norning that
could not get into the hearing, and they now

work a second shift, so they cannot be here

on this part of the call. They tried getting
in earlier, but they could not get in. 1I'm
assunmng -- do | have the okay to go ahead

with those questions?

CHAl RWOVAN MARTI N Questions from
ot her intervenors?

M5. BRESSON  Yes.

CHAl RWOVAN MARTI N: You can go
ahead.

M5S. BRESSON. Thank you.
So this is for M. Morrissey. M. Preul and
M. Phillips are both from Ti oga i n Bel nont,
and they would like to know if Aquarion
actual ly has a backhoe with a qualified
operator to run it.
(Morrissey) If we have a backhoe and --
within New Hanpshire to serve these
custoners?
Yes.
(Morrissey) | think right now ny guess is we

do not, to be -- but to the extent that
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resources are required to do the work wthin
t hese service areas, we're going to have
t hose resources lined up to take care of it.
"' mnot sure what the backhoe would be used
for. Mich of the work that we do we w ||
outsource to |l ocal contractors to assist us,
if it's related to construction. So...
But the water systens that you' re seeking to
purchase all have -- nobst of their
infrastructure is underground. So I don't --
while | appreciate that the question may
sound a little bit like the mnutia, the
reality is that Abenaki does not have a
backhoe. And Abenaki has had to -- through
the affiliate agreenent is ny understandi ng,
t he ratepayers are paying basically prem uns
when that kind of work is necessary. Wen
there's | eaks, when there's work that needs
torequire lines to be dug up, there's not a
backhoe that's avail abl e.

So, a fair question, | believe, the
t hought being that wouldn't the entity
itself, the new Abenaki, wouldn't that entity

have sone additional resources in terns of
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those kinds of -- that type of equi pnent,
capital equipnent available to it, unlike
what the current situation is, where it has
to -- we have to go through NESC and are
charged additional costs for that?
(Morrissey) If it's cost-effective to acquire

t hat equi pnment, we woul d acquire that

equi pnmrent. Again, |I'mnot sure to what
extent -- and again, this is where Don
per haps can add some color to it. But

typically, you know, it depends upon the
extent of the services that are required
where you m ght need a backhoe. | nean,
typically, you know, the operations in
Abenaki are not much different than what
we're seeing in the other states that we
operate in. Half of our infrastructure is
under ground. W' ve got, you know, 3100 mles
of water namins here in Connecticut and
hundreds of mles in the other two states.
So we're famliar with it. W know what
equi pnment i s necessary to get the job done.
The question is what is the nost

effective use of capital to get the job done.
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If it makes sense to buy that, we buy it. To
the extent that we're only going to use that
backhoe three tines a year, then it's better
off to hire it out with a contractor and
bring it in, then hire it out three tines a
year. Again, | don't know enough of the
details behind this. But it's -- | think in
terms of judging it wthout having all the
facts and circunstances in front of us could
be a little bit dangerous.

(Vaughan) If | may junp in here, Don. As you
say, our infrastructure, much of it is

under ground. That said, we have to weigh the
frequency that we woul d use a piece of

equi pnent |i ke a backhoe for, say, |eaks and
breaks. That's primarily where we woul d use
t hat ki nd of equi pnent. W probably have
maybe a | eak every four to eight weeks. Very
unpredi ctable frequency. |In the wnter, you
coul d have one, you know, every ot her week,
sonething |like that. But we have found that
if we invested the funds in an excavator or a
backhoe, it would really be cost-ineffective.

Wth respect to all of our subsidiaries,
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Q

we do not have any backhoes. W have roughly
7,000 custoners in Connecticut. W do not
have a backhoe. Over the past, we have found
it is much nore cost-effective to the
custoner to get a service or get services
froma contractor, which would include not
only a backhoe, but everythi ng associ at ed
with it, Iike a dunp truck, a service truck.
So we think that's the nbst cost-effective
solution is to solicit contractors,
I ndependent contractors, for that kind of
equi pnent .

In addition, we would have to have
| i censed operators. W would have to --
you' d have dunp truck operators. W'd have
to actually get another piece of equipnent.
And what ever that cost is, whatever cost we
get fromthat third party, we transpose
that -- or translate to our O%M expenses at
cost. So there's no nmark-up on it. So it
just seens like it would be a very, very
i neffective way to obtain a piece of
equi pnent .

Wiat's the cost of a backhoe, Don?

34
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(Vaughan) Probably, and it depends on the

| ocation, I'mgoing to say it's probably
about a hundred and -- again, |I'm
estimating -- $120 an hour with an operator,

maybe a little bit nore, maybe a little bit
| ess. And, you know, you can't just neasure
t he expense of a backhoe. By the tine
they're on the job, you have nobilizati on and
all the tine that it takes to, you know, cone
to a job and | eave a job.
Thank you. | think ny last question is for
M. Morrissey.

Wen we were tal king earlier about the
new Abenaki being an i ndependent | egal
entity, what will their financial filings
| ook like? WII they be filing under --
separately?
(Morrissey) Yes.
So would they be filing in any way, | guess
as an operating entity of Aquarion or
Ever source? How does that work?
(Morrissey) So there's an annual filing
requi rement with the New Hanpshire PUC. So,

simlar to what we file on an annual basis

35
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w th Aquarion Water Conpany of New Hampshire,
there will be a separate filing for Abenaki.
Those reports are filed |I think by the end of
March of each year. So that will continue
just as it has been happening in the past,

separ at e Abenaki fi nanci al s.

Q Ckay. Thank you so nuch.
MS. BRESSON: That's all | have at
this tine.
CHAI RWOVAN MARTI N: Thank you, M.
Br esson.
M. Getz, do you have questions?
MR CGETZ: Yes, | do, Madam Chair.
Thank you.
CROSS- EXAM NATI ON
BY MR CETZ:
Q Good Afternoon, M. Mrrissey. | have a few

questions | would like to follow up on from
M. Kreis. | think he covered very well a

| ot of the i1issues, explaining the

i mplications, the effects of the acquisition.
But if we could start and if you could turn
to Exhibit 14. And that's OCA Request 1-3.

So in that response, the Conpany

36
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i ndi cates that the purchase price is
approximately 40.56 mllion, and that

i ncl udes a prem um of approxi nately

23.77 mllion. And what |'mtrying to do is
under st and how thi s purchase price was
arrived at. And | believe in speaking with
M. Kreis, you agreed that this was a
significant premium |Is that fair to say?
(Morrissey) In relation to book val ue, yes.
And | Dbelieve you said sonething about the
purchase price and/or the premumreflecting
how wat er conpanies trade; is that correct?
(Morrissey) Yes.

And can you explain a little nore about what
t hat neans, about how wat er conpani es trade?
Is there sone kind of neasure that's used in
the industry of 1.5 times book for the
premumor X times revenues or earnings?
What's the neasure that's applied in that
mar ket for tradi ng water conpani es?
(Morrissey) Sure. So by way of just sone
context, | was referencing earlier the
fragnentation that exists in the US in

terms of water conpani es.
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In the U S. today, there's about eight
or nine publicly-traded, investor-owned water
utilities that trade. And simlar to just
about everything on the narket today,
everything is trading at a premum W're at
all-time highs on the S& and NASDAQ as we
all saw | ast week when the Dow was pretty
close to all-tine highs. So it's hard to
find anything that's not tradi ng above book.

To your question about, you know, in
terns of what do you see or what do | see
when | | ook across the market in terns of
what conpani es may pay when they're acquiring
anot her entity, different conpanies wll | ook
at a nultiple of rate base as one particul ar
netric and may | ook at --

[Court Reporter interrupts.]
(Morrissey) So another nultiple mght be
EBI TA, E-B-1-T-D-A. That mght be a nmultiple
t hat ot her conpanies may | ook at. Hopefully
t hat's hel pful .
CHAl RWOVAN MVARTI N: M. Cetz,
you're still on nute.

MR CGETZ: M apol ogi es.

38
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BY MR CETZ:

Q So it sounds like, M. Morrissey, you're
saying there's only a snmall nunber of
potential acquirers in this market. 1|s that
fair to say?

A (Morrissey) Yes.

Q So to the extent you're conparing your
acqui sition of Aquarion -- or of Abenaki to
what's going on in the market generally, is
that a fair conparison, given the limted
nunber of buyers and sellers?

A (Morrissey) Yeah, that's really a great
question. WlIlIl, it's a data point, right. |
guess, you know, it's sonething to draw upon
if you're | ooking at specific transactions,
see what el se has happened. Each
ci rcunstance -- of course, there'll be sone
uni que circunstances that may warrant either

hi gher or lower nultiples of what you m ght

pay.
Q So for the premiumthat you' ve paid for
acqui ring Abenaki, is it fair to say nobst or

all of the value in the acquisition relates

to the Massachusetts and Connecti cut
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properties?

(Morrissey) No, I'mnot saying that at all.
And frankly, you know, | don't know the
answer, in terns of how to go about

al l ocati ng val ue across those three
enterprises. | think what's relevant in a
proceedi ng such as this is, you know, what
are we doing with that premum and is

there -- you know, is there any desire to
recover that or put that on the backs of our
custoners? And we made that decision, that,
no, it does not warrant it and it's not
appropriate to put any acquisition prenm um on
the custoner. So it's basically conpletely
out of the equati on.

Wll, it's a premumyou decided to pay. So
is it -- are you saying that it was really
decided on a consolidated basis, that it
didn't | ook at property by property, state by
state?

(Morrissey) In terns of the ultinmate price
that was paid, | could not tell you how, you
know, precisely how it was done. | nean, |

know there's another nmultiple data points
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that we | ook at when we're deciding upon an
acqui sition price, including the ongoing
negoti ati ons that we have between buyer and
seller. So...

So really the purchase price, then, just
represents the price a wlling buyer and
seller could agree to.

(Morrissey) OF course, what the market w ||
offer, the buyer and sell er what they agree
on.

Coul d you also turn now to Exhibit 10,
please. And | think M. Kreis asked sone
questions about this as well. But in the
response it says that in the due diligence
process, Aquarion was able to assess the
condition of the water systens controll ed by
NESC and determ ned that Abenaki faces unique
operational challenges due to its relative
size, snmall custoner base, capital investnent
needs and geographically di spersed service
territory. And then the answer concl udes by
sayi ng Aquarion's approach will enable it to
assess Abenaki's strengths and weaknesses and

identify areas of inprovenent to align with
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Aquarion's high operational standards,
W t hout the added considerations of an
operati ng conpany nerger integration. Have |
read that correctly?
(Morrissey) Yes.
So I'mtrying to reconcile this answer with
the purchase price. M takeaway is -- and |
didn't think M. Kreis's questions were
obnoxious really in this area at all. |
think it's an area to be expl ored.

But ny takeaway fromthis is that
Aguarion was saying there are significant
ri sks in the New Hanpshire properties; that
the properties are not up to Agquarion's
standards, and that by inplication, that
Aquarion is going to have to spend noney to
bring these properties up to standard. |Is
that fair to say?
(Morrissey) Well, | think what we've said in
the response is what our intentions were to
say within the response.

To the extent that you highlighted, you
know, other additional -- that there m ght be

sone additional risks related to systens wth
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operational challenges, | think that's
accurate. Your statenent that this wll
requi re sone additional capital investnment to
sol ve these operational issues, | think
that's accurate.

Q Do you have an opinion, as the COO of a nmjor
water utility in New England, if the -- if
Abenaki were selling the New Hanpshire
properties al one, what an acquirer m ght
t hi nk of those properties? Wuld an acquirer
be prepared to spend a -- excuse ne -- to

apply a premumto book for such properties?

A (Morrissey) Yeah, | wouldn't want to
specul at e.
Q Well, | guess it's hardly specul ation. |

think it seens to be within your area of
expertise to have -- you know, especially
| ooki ng at how t he prem um has been appli ed
to the consolidated conpany, and havi ng done
due diligence of the conpanies in all three
states, asking whether you have an opi nion on
whet her a prem um above book woul d be
justified for the New Hanpshire properti es.

A (Morri ssey) Yeah, and the reason why |
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mention it would be specul ati on, because your
question was what do | think others would do.
Wll, | can't speak on behalf of what others
m ght do. But again, to provide a little bit
of color in ternms of, you know, how different
parties can view the potential for value, if
you were to pay a premum sonetines -- in
the eyes of sone behol ders, to the extent
that there is significant capital required
after a transaction, that m ght be viewed as
a good thing because that will allow you to

get a return on each, you know, dollar for

each -- each dollar you put in you'll,
t hrough the rate-setting process, you'll have
an opportunity to earn a return on that. So

that could be pretty desirable if you see an
acquisition with a great deal of capital
needs, right. So the eyes of sone behol ders
m ght say, hey, Abenaki. There's a big
capital requirenent there. There's an

opportunity to invest. That's a good thing

because 1'Il be able to recover it.
Wiat is -- where things get conplex and
conplicated is you can't do -- you can't | ook
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at things in a vacuumlike that. You take a
| ook at the Abenaki systemright now and the
custoners, the customer rates that exist, the
smal | customer base that you have in New
Hanpshi re today, what the existing rates are,
and the ability -- you end up wth
affordability issues. AmIl -- |I'm|looking --
judgi ng by your face, am | confusing you or
am | okay?

No, we're good.

(Morrissey) So the concern would be is you
can't nake a decision in a vacuum because it
may be a chall enge to recover those

I nvest nents because your custoner base nay
have a challenge in affording to pay those
rates that are required for that investnent,
you know, to be made.

And t hen goi ng back to your point
earlier in the discussion, Attorney Getz, you
know, it's about risk related to the systens,
operational risk. And for a conpany |ike
Agquarion, you know, one of the things that
we're always -- I"'mcertainly conscious of is

reputation risk and brand ri sk.
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So the fact that we're comng in and
we're serving these new comunities -- [|'ve
got a brand to protect. And within that
brand I want to make sure the fol ks that cone
onboard, that | want happy custoners. This
Isn't a one-shot deal. W're in a business
where we put together 50-year water supply
plans. W're in it for the long haul. So
it's not a -- you know, we don't think of
things in light terns or in sinple terns.

But in terns of your initial question,
in terns of how do you -- how do different
parties view different transacti ons and how
do they value, ny response to you is it
depends. It's going to vary by party.

So it seens to ne you' ve said a coupl e of
things in that answer, | think one of which
reflects the peculiarity of regul ated
utilities; that even though this is a
situation in New Hanmpshire where i nvestnent
is needed to bring the properties up to
standard, that if you as the new acquirer are
acting reasonably, then you should be assured

of recovery of those costs. |Is that fair to
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say was part of your answer?

(Morrissey) Well, no. Well, | think it's not
a -- | want to be careful about, you know,
absol utes in responses.

W are famliar with the regul atory
construct that exists in New Hanpshire and
Massachusetts and Connecticut. To the extent
that we nmake i nvestnents that are prudent and
we can denonstrate prudency, yes, we would
| i ke the opportunity to recover a return on
t hose i nvestnents.

But you also said that, again, in a regul ated
worl d, there may be sone affordability limt
to rates. But in the unregul ated worl d,

| ooki ng at an acquisition of sone property,
sone conpany that was -- hadn't been

mai ntaining its facilities, that the O&M was
| acki ng, in such a distressed type of
property you woul d expect that such a
facility would sell at a discount to what

ot herwi se would be a narket price for a
conpar abl e property. |Is that fair to say?
(Morrissey) Yeah, you would think if assets

were in disrepair, then you would pay a
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di scount on those assets that are in

disrepair, all other itens held constant,

yes.
Are you aware of the -- and | take it you
are, as part of the due diligence -- that the

Conmi ssi on opened the docket IR 21-024,

I nvestigation into the water-pressure issue
in the Rosebrook Water Systenf? Are you
famliar with that?

(Morrissey) Yes, |I'maware of that. Yeah.
And are you aware, on Page 3 of the Order of
Notice, that the Comm ssion set forth that in
t he docket it would be investigating issues
rel ated to whet her Abenaki has fulfilled its
duty under RSA 374:1 to provide, inits
Rosebr ook Water System service and
facilities that are reasonably safe and
adequat e; whet her Abenaki has exerci sed
reasonabl e efforts to conply with Comm ssi on
orders; and whet her Abenaki shoul d be subject
to a fine under RSA 365:41, or other

potenti al renedi es under RSA Chapter 374, and
ot her applicabl e standards, statutes and

rul es, including appropriate action by the
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attorney general pursuant to RSA 374:41? Are
you famliar with that?

(Morrissey) Yeah, in broad ternms I'mfamliar
wi th that proceeding.

And you're aware that there is a ongoing,
guess it would be called "stakehol der

di scussi ons" about the approach to the

wat er - pressure i ssues that have been
identified by the Departnent of Environnental
Servi ces?

(Morrissey) Yes, | am

And have you or anyone working for you forned
an opi nion on what would be the best and nost
cost-effective solution to the issues
identified by DES?

(Morrissey) Yeah, | have a coupl e of
executives that work for ne that are working
closely wwth M. Vaughan and M. Gall o on
this subject and col |l aborating and shari ng

I deas and views in terns of the best approach
and the nost cost-effective approach to the
probl em t here.

So there hasn't been any decision yet as to

what Aquarion thinks m ght be the best
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alternative?

(Morrissey) Well, | think the solution is
going to cone in where everybody's going to
be singing fromthe sane song sheet, right,
where all the parties are com ng together and
are going to be evaluating the alternati ves.
They' re going to understand the costs

associ ated with each alternative, the risks
related to each of those alternative, and
what the potential rate inplications of each

alternative are going to be. So this is not

going to be an -- this isn't -- Attorney
Getz, | don't see this as a "us versus them"™
This is a "we." And one of ny charges com ng

in here is, you know, you're representing
what's going to be a very inportant custoner
of mne, Omi Hotel. I1'mgoing to want to
turn things around, and I'mgoing to want to
make sure that our custoners up in Bretton
Woods are happy custoners and that they feel
t hat they have ny attention and our

organi zation's attention to the needs of the
busi ness.

Sol want -- | would |ike this resol ved.
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I'd like to take the risk off the table,
deci de a path forward, understand how it's
going to be paid for, so that everybody
under st ands, you know, the pros and cons of
what the solution may be.

MR CGETZ: ay. Madam Chair, |
think I would end nmy questions on that very
positive answer fromM. Morrissey. M
client will be glad to hear it. Thank you.

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

And Staff, who will be conducting
t he questioning? M. Ross?

CRGCSS- EXAM NATI ON

BY Ms. ROSS:

Q H , there. Thank you, M. Morrissey and M.
Vaughan, for what's been a | ong afternoon. |
have just a few foll ow up questions. | think
they relate to sonme of the answers we heard
when the OCA was questioni ng you.

M. Morrissey, you indicated that in
your recollection, one of your earliest
conversations with M. Vaughan that led to

this transaction, you di scussed operational
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i ssues. Do you recall that answer?
(Morrissey) | do.

Were those operational issues primarily
related to the New Hanpshire water

operati ons?

(Morrissey) | believe they were. | nean,
frankly, | can't recall a lot of the details,
ot her than the discussion was |argely
surrounded around the New Hanpshire operation
and, you know, sone of the chall enges that
were being --

That's fair. It was a while ago, and you' ve
probably had | ots of other conversations.

So at that tinme, do you recall whether
you were tal king about an acquisition of all
of the conpanies, the Connecticut,
Massachusetts and New Hanmpshire, or were you
only focused on New Hanpshire in those early
di scussi ons?

(Morrissey) | believe the initial discussion
was focused on New Hanpshire.

Ckay. We've had sone conversati ons about the
fact that there's a pending rate case for

Abenaki. Are you aware that the rate
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> O >» O >

i ncrease that's been requested by the Conpany
in that case is a twdfold rate i ncrease, even
if it's done on a consolidated basis?
(Morrissey) I"'msorry. A two-step?

Twofold, two tines --

(Morrissey) OCh, two tines.

- - doubl e.
(Morrissey) Oh, I"'msorry. | didn't realize
it was double. | realized it was a very,

very |l arge increase.

And were you also aware that there would have

to be additional step increases for

addi tional capital spending for the

Conpany that --

(Morrissey) | was aware that there was al so a

step increase proposed as part of that --
[Court Reporter interrupts.]

(Morrissey) | believe | said | was aware that

there was a step increase associated with

this latest filing.

I n your experience wth acquisitions in New

Hanpshi re, have you been in a merger

docunent where the -- nerger docket, excuse

me, where the target is facing a twofold or
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greater rate increase during the process of
t he merger?

(Morrissey) | have not.

So woul d you agree that this is a sonewhat

uni que situation in New Hanpshire?

(Morrissey) | think it's -- | think it's

uni que, for sure. | think it's inportant to
separate the two issues. | think they're

i ndependent. Unfortunately, you know, they

came about at along the sane tine franes.

But certainly based upon what |'ve seen of

t he Abenaki operations and the financi al
performance, there is dire, dire need for
rate relief for that business. | nean, a
regulated utility that loses, | think it | ost
$60- or $65,000 net loss for a conpany this
size, |like 20 or 25 percent of total
revenues, that's nmassive. And this is a
regul ated water utility where there should
be -- the sharehol ders, the peopl e providing
equity capital, should have an opportunity to
get a return on that. And Abenaki j ust
hasn't seen that. So it's unfortunate that

it's taken -- | think it's probably taken a
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little bit too long to get in for this rate
proceeding. But it is there. And it is
unfortunate, the magnitude to which the

i ncrease i s being requested at.

Wul d you agree that having the proposed
target conpany in the mddle of a rate case
confuses the inquiry with regard to the

I mpacts of the merger?

(Morrissey) | don't think it confuses. |
don't think it confuses anything. And let ne
just speak in terns of the nerger docket in
terms of certainly not providing any net harm
or to even looking at what's sitting on the
record in terns of the benefits that are
going to cone fromthis nerger transacti on.

I think it's very clear and obvi ous that
this is a good thing for the Abenaki
custonmer. And to proceed with that, | don't
believe it confuses or conflates anything. |
think it's very, very explicit and obvious,

i n nmy opinion.
Ckay. Thank you. | believe you and M.
Kreis talked a little bit about the fact that

the current Abenaki rate case i s based on the
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current Abenaki managenent structure,
i ncludi ng M. Vaughan and sonme of the
expenses that you are indicating will be
renoved as soon as the nerger occurs.

Wul d you agree that a better or a nore
accurate rate-setting exerci se would be based
on a test year post-nerger so that those
changes could be taken into account in
setting rates going forward?

(Morrissey) Well, certainly, you know, there
are some changes that are going to take place
with M. Vaughan exiting and sone of the
exanples that we cited in terns of the

savi ngs.

I think the challenge for us all,
really, and I nean "the collective all,"
everybody that's party to this conversation
right now, is that you' re |ooking at a
busi ness, Abenaki, that is effectively a
basket case. It is on the borderline
non-vi able, right, a regulated utility that
is losing noney. There is a need for rate
relief.

So | think to suggest that we wait until
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things settle out at a future date, | think
that's just going to exacerbate the problem
even further. So | think some formof rate
increase is required. Again, |I'mstating ny
opi ni on, obviously. This is the Conm ssion's
deci si on to nuke.

But, you know, | think there is still a
hope that there can be sone form of
settl enent that can occur, where there is a
neeting in the mddl e where fol ks can --
there's sone rate relief that's provided to
an entity that truly needs it, but al so being
conscious of the fact that you' ve got sone
custonmers staring down a very, very | arge
rate increase.
Thank you, M. Morrissey. | don't have any
further questions.

CHAl RMOVAN MARTI N Ckay. Thank
you. We're going to take a 10-m nute break
until about 2:20. O f the record.

(Brief recess was taken at 2:06 p.m
and the hearing resuned at 2:21 p.m)
CHAl RA\MOVAN MARTI N: Ckay. Thank

you. Let's go back on the record. The
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Conmmi ssion has decided to close with that for
the day. We will resune this hearing
tonmorrow norning at 10 a.m Thank you,
everyone, for all of your testinony today,
and we will see you tonorrow at 10 a.m

(Wher eupon the Afternoon Session of

Day 1 of the hearing was adjourned at

2:22 p.m)
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