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HOLI DAY ACRES WATER AND WASTEWATER SERVI CES

Petition for Approval of Refinancing and |Issuance of
First Mortgage

Order Nisi Approving Petition Subject to Certain Conditions

ORDER NO 23,908

January 25, 2002

The Petitioner, Holiday Acres Water and Wast ewat er
Services (Holiday Acres or the Conpany), a division of Holiday
Acres Joint Venture Trust (Trust), on Decenber 14, 2001, filed
with the New Hanpshire Public Utilities Conmm ssion
(Comm ssion) a petition seeking the Conm ssion’s approval of
the refinancing of the Trust’s |ong-term debt and for approval
of a nortgage that would include utility assets to secure that
obl i gation.

I n 1995, the Trust purchased a manufactured housing
comrunity, or nobile honme park (Park), known as Holiday Acres
| ocated in the Town of Allenstown, New Hanpshire fromthe
Trustee in Bankruptcy for the United States Bankruptcy Court
for the District of New Hanpshire. The Trust purchased the
property for $4.2 mllion as part of the resolution of the
bankruptcy of the previous owner.

Shortly thereafter, the Conpany requested

aut horization fromthe Conm ssion to operate the water and
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sewer utilities on the Park prem ses that al so serve certain
custonmers | ocated outside of the Park and to charge rates for
t hose services. |In 1996, the Conm ssion issued an order
aut hori zi ng the Conpany to conduct business and approving
rates for the utility. Re Holiday Acres Water and Wast ewat er

Services, 81 NH PUC 1058 (1996). That order further adopted a

stipulation that reflected a commtnent by the Conpany to nake
substantial investnments in the utility infrastructure serving
t he Park.
The purchase of the Park was financed in part by a

$3.9 million note. The interest rate on this note is a
variable rate conputed from LI BOR plus 350 basis points with a
cap of 12.95% and a floor of 6.50% The current rate under
this note is approximately 8.00% That note will mature
within six nonths, July 1, 2002, and nust therefore, be
refinanced.

The proposed refinancing note in the anount of $5.6
mllion carries a fixed interest rate of 7.00% and a term of

seven years. This note refinances the renmaining portion

(approximately $3.7 mllion) of the initial $3.9 mllion note
used to purchase the bankrupted Park. The result will be an
i nfusion of an additional $1.9 mllion into the Trust. These

funds will be used to refinance short term obligations and
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equity infusions by the settlors into the Trust to
significantly rehabilitate the Park and the utility

i nfrastructure.

The proceeds of the financing will not be used to
make further significant investnments in utility plant that
m ght lead to increased rates to custonmers. Rather, this is a
refinancing of debts and obligations that are already in
exi stence that were incurred to inprove the overall Park and
the utilities serving the Park. These investnments in utility
pl ant, anmounting to approxi mately $800, 000, were nmade as part
of an overall plan to upgrade the utility facilities and were
desi gned and i nplenmented by the engineering firmretained by
the Trust to advise it along those I|ines.

Those plans were reviewed by Staff as part of the
1996 rate proceeding. Included in the stipulation agreenment
fromthat proceeding was the recomendation by Staff and the
Conpany that once these inmprovenents were conpl eted, another
rate proceedi ng of sone nature should be initiated in order to
consi der recovery of the costs of those investnents. See Re

Hol i day Acres Water and WAastewater Services, 81 NH PUC 1058

(1996). As of this date, such proceedi ng has not yet taken
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pl ace.?

II'n October 1999, Docket No. DW 99-154 was opened to
consi der the Conpany’s petition for step increases in both
their water and sewer rates to recover the costs of
significant fixed plant additions. |[In Septenber 2000, as a
result of the Conpany’s continued delays in submtting
requested information to the Comm ssion Staff, a Secretari al
Letter was issued informng the Conpany that Docket No. DW 99-
154 had been cl osed.
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Wth regard to the overall financial, managerial and
operational health of the Conmpany; in 2000, the Commi ssion
initiated an investigation of the Conpany’ s bookkeepi ng
practices. That investigation resulted in the issuance of
Order No. 23,739 (July 9, 2001)requiring the Uility to bring
its books and records into conformance and conpliance with
Comm ssion rules and regul ations and to neet certain deadlines
to file their 1999, 2000 and 2001 Annual Reports. As of this
time, the Conpany has substantially conplied with Order No.

23, 739.

Staff has reviewed the filing and has recommended
approval of the proposed financing based on the foll ow ng
facts: 1) the Conpany does not propose to increase its
investnent in plant, with the commensurate increase in rates
that normal ly acconpani es such investnents, as a result of the
proposed financing; 2) in the past, the debt, and debt to
equity structure of the Trust have not been used to set rates
for the utility services but have and will in the future only
serve as potential proxies or guidelines for the overall cost
of capital of the utility divisions of the Trust; and 3) to
the extent the new financing is used in any manner to
establish the cost of capital for utility services, the

proposed financing decreases the overall cost of capital to
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r at epayers.
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Pursuant to the provisions of RSA 369:1, public
utilities engaged in business in this State may issue
evi dences of i ndebtedness payable nore than 12 nonths after
the date thereof only if the Conm ssion finds the proposed
i ssuance to be “consistent with the public good.” The New
Hanmpshi re Supreme Court has further provided that this
Conmm ssi on may | ook beyond actual ternms of the proposed
financing to the use of the proceeds of those funds and the
effect on rates to insure the public good is protected. See
Appeal of Easton, 125 N. H. 205 (1984).

In the case at hand, the focus of the Trust’s
financing/refinancing is not the utility division but the
overal |l manufactured housing community. While significant
investnments were made with the funds to be refinanced, these
expendi tures have al ready been conpl eted and were reviewed to
sonme extent by the Staff as part of the 1996 rate and
franchi se proceeding. Thus, there is no issue relative to the
use of the proceeds of the funds.

G ven the fact, however, that the refinancing nay
affect the overall cost of capital to ratepayers we nust also
review that aspect of the financing. W note that while the
Trust’s overall capital structure was not used to determ ne

the cost of capital in the last rate proceeding, it nay play a
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role in the Conpany’s cost of capital in future proceedings.
To the extent the Trust is used as a proxy for the debt and
equity structure of the Conpany, we nust exam ne the actual
terms of the note.

As is set forth above, the note is for a term of
seven years with an interest rate of 7.00% \While this is not
the nost attractive rate we have reviewed for recent
financings of other utilities under our jurisdiction, we
believe it is an attractive rate for a utility of this size
and nature. We further note that a rate of 7.00%in all
i kel i hood woul d not have been offered to a utility of this
size if it had sought financing on its own, w thout the
addi ti onal guarantees and assurances offered by the other
assets of the Trust.

Thus, under the circunstances, we find the proposed
financing and nortgage consistent with the public good.
| nterest rates are approaching historical |ows and refinancing
at this time will reduce the cost of long-term debt. These
savings wll ultimately reduce the cost of service to
rat epayers.

Based upon the foregoing, it is hereby

ORDERED NI SI, that pursuant to RSA Chapter 369:1-4,

t he Comm ssion finds that the proposed financing, upon the
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terms and conditions proposed in the Conmpany’s petition and as
set forth in the acconpanying note, and subject to the terns
and conditions specified in this Order, is consistent with the
public good; and it is

FURTHER ORDERED, that the Conm ssion hereby approves
and aut horizes the Trust, pursuant to RSA 369:1-4, to nortgage
its properties to secure said note; and it is

FURTHER ORDERED, that the Petitioner shall cause a
copy of this Order Nisi to be published once in a statew de
newspaper of general circulation or of circulation in those
portions of the state where operations are conducted, such
publication to be no | ater than February 1, 2002 and to be
docunmented by affidavit filed with this office on or before
February 8, 2002; and it is

FURTHER ORDERED, that all persons interested in
responding to this petition be notified that they may submt
their comments or file a witten request for a hearing on this
matter before the Conm ssion no |ater than February 8, 2002;
and it is

FURTHER ORDERED, that any party interested in
respondi ng to such comments or request for hearing shall do so
no later than February 15, 2002; and it is

FURTHER ORDERED, that this Order Nisi shall be
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effective February 22, 2002, unless the Conm ssion provides
ot herwi se in a supplenental order issued prior to the

effective date; and it is
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FURTHER ORDERED, that the Petitioner shall file true
copi es of the | oan docunents executed or otherwi se finally
i ssued in connection with the closing of the transactions
cont enpl at ed her eby.
By order of the Public Utilities Comm ssion of New

Hampshire this twenty-fifth day of January, 2002.

Thomas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Conmi ssi oner Comm ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



