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W LTON TELEPHONE COVPANY
HoLLl S TELEPHONE COVPANY

I nvestigati on of Conpani es

Order Approving Conprehensive Settl ement Agreenent

ORDER NO 23,959

April 30, 2002

APPEARANCES: Frederick Cool broth, Esquire of Devine,
MIlimet & Branch for the Conpanies; F. Anne Ross, Esquire of the
O fice of Consunmer Advocate, for Residential Ratepayers; and
Lynmari e Cusack, Esquire for the Staff of the New Hanpshire
Public Utilities Comm ssion.

PROCEDURAL HI STORY

Dockets DT 00-294 and DT 00-295 were initiated by
Order of Notice dated December 22, 2000, as “Show Cause” dockets
for WIlton and Hollis Tel ephone Conpani es respectively. Since
the inception of the dockets the Commi ssion has issued a nunber
of orders addressing various aspects of the case.

The Conmm ssion issued Order No. 23,615 on January 10,
2001, requiring the Conpanies to explain: why they should not be
required to replace their auditors; why the Conpanies and their
of ficers and agents should not be fined and/or penalized for
failure to conply with a previous Comm ssion order; why the

Conpani es’ authority to engage in business in New Hanmpshire

shoul d not be w thdrawn; and why the Comm ssion should not open a
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separate proceeding to investigate the Conpanies’ rates. O der
No. 23,615 was followed by Order No. 23,630, dated January 29,
2001, which reestablished a procedural schedul e and expanded the
dockets to include the review of the Conpanies’ rates.

The Comm ssion subsequently issued Order No. 23,744 on
July 26, 2001, separating the dockets into conpliance issues
(Docket Nos. 00-294 and 00-295) and overearnings issues (Docket
Nos. 01-040 and 01-041). Order No. 23,744 provides a procedural
hi story of the docket and enunerates the specific allegations of
nonconpl i ance concerning the Conpanies. The Order al so addresses
| egal chall enges raised by the Conpani es concerning the adequacy
of notice as to the acts or em ssions of each issue under review
and the distinction between the burden of presenting a prim

facie case and the ultimte burden of persuasion on the issues.

As a result of the Order, on August 23, 2001, the Conpanies filed

a Motion for Rehearing/ Reconsi deration.

On Septenber 28, 2001, the Conm ssion issued Order No.
23,790, denying in part the Conpanies’ Motion for Rehearing,
clarifying therein certain findings of the Comm ssion, and
nodi fyi ng the Procedural Schedul e established in Order No.
23,744, by adding an additional 30 days to all previously

est abl i shed dat es.
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In an effort to narrow the issues and reach a
settlenment in these proceedings, the Parties and Staff met on
several occasions in Technical Sessions and Settl ement
Conf erences. On January 8, 2002, Staff filed with the Conm ssion
a request by the Parties to reschedul e the January 14, 2002,
hearing date while the Parties continued to negotiate a
settl ement of these dockets. Settlenent was reached anong the
Parties and Staff and on January 22, 2002, the Conpanies filed a
Conmpr ehensi ve Settl ement Agreenent.

On March 13, 2002, the Comm ssion notified the Parties
that a hearing on the nmerits of the Settl enent Agreenment woul d
take place on March 28, 2002. During the course of the hearing,

t he Conmi ssion took official notice of Docket DT 02-033, which
concerns the nerger of the Conpanies with Tel ephone and Data
Systens, Inc.

1. TERMS OF THE 2002 COVPREHENSI VE SETTLEMENT AGREEMENT

The conprehensive settlenment reached by Staff and the
Parties in the dockets has several key elenments, including a sale
of the Conpanies, resignation of current directors and senior
managenent, credits to custonmers totaling $82,000 per conpany,

di scussi on about retention of an independent auditing firm and
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di sm ssal of the pending Superior Court action. |In detail, the
settlenment provides for the follow ng:
Sal e of Conpani es

(a) Tel ecommuni cati on Systens of New Hanpshire, |Inc.
(TSNH) will use its best efforts to reach agreement with an
unaffiliated third party to acquire TSNH or the stock or assets
of the Conpani es, subject to exercise of the business judgnent
and standard of conduct required under the New Hanpshire Business
Corporation Act. Best efforts will be exercised to enter into a
definitive nerger or purchase agreenment with a qualified
unaffiliated purchaser. |f such an agreenent shall not have been
signed and delivered to the Staff and the OCA by January 31,

2002, the Staff or the OCA shall have the right to termnate this
Agreenment and pursue all pending proceedings.

(b) The sal e docunentation shall provide for the
closing of the sale to occur pronptly foll owi ng recei pt of
corporate and all required regul atory approvals and customary
condi ti ons of closing.

(c) Staff and the OCA nay term nate the Agreenent, and
the Staff and Parties shall retain all litigation and
adm nistrative rights if the sale is not consunmated by the | ater

of April 30, 2002 and the date that is 10 days follow ng the
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expiration of all appeal periods with respect to all required
regul atory approvals for such transaction w thout any appeal s
havi ng been fil ed.
Managenent Fol |l ow ng Sal e
Al'l current directors and senior managenent of the
Conpanies will resign at the closing. The Conpanies’ current
President will not have any enmploynment or consulting roles with
or directly or indirectly provide services for the Conpanies
after closing. The President, at purchaser’s option, will be
permtted to be enployed for a maxi mum of 120 days follow ng the
closing for the transition. The costs thereof shall be recorded
bel ow the line and shall not be recoverable from custonmers at any
time in the future.
Affiliate Contracts
(a) Al contracts with entities owned, nanaged or

controlled by TSNH or any of its affiliates (as defined in RSA

366:1,11), including but not limted to Draper Energy, Inc. and
its Souhegan Data Services division, will be term nated at
cl osi ng.

(b) The decision of whether, after the closing, (i) to
enter into new real estate | easing arrangenents with any of the

TSNH affiliates for office and other facilities, or (ii) to
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purchase goods or services (such as gasoline) sold at retail to
the public by any of the TSNH affiliates will be left to the
busi ness judgnment of the purchaser and will not be a condition to
t he purchase transaction. All other service arrangenents with
any of the TSNH affiliates will cease permanently within 90 days
foll owm ng the cl osing.

Cust onmer Refunds

(a) Custoner refunds provided for in Dockets DT 98-058
and 059 and approved in Order No. 23,190 shall continue to be
made by Wlton and Hollis until fully nmade in accordance with the
terms of that Order.

(b) I'n addition, WIlton and Hollis will each pay to
custoners a credit in the anmount of $82,000 per conpany with
interest at a rate of 5% per annum over a 12-nonth period
conmmenci ng no | ater than 30 days following the closing. These
credits shall be deened to be belowthe-line items and shall not
be used to reduce revenues in calculating the revenue requirenent
of either Wlton or Hollis.

| ndependent Accountants

(a) The current independent accountants of the

Conpani es may be retained to audit and cl ose out the 2001

financi al books and records. Thereafter, such independent
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accountants shall not be engaged to act as auditors for the
Conpani es or the Conpani es’ successors for a period of 5 years.

(b) The Commi ssion Audit Staff shall work with the
primary auditor from the i ndependent accounting firmto ensure
the 1999, 2000 and 2001 Annual Reports and Quarterly reports are
correct and in conpliance with the Stipulation arising out of the
February 1999 Settl ement Agreenment in Dockets DT 98-058 and 059,
as well as ensuring all audit funds arising fromthe nost recent
audit have been resolved in conformty with Conm ssion
requi rements.

Di sm ssal of Proceedings

Upon filing with the PUC of the executed definitive
sal e contract, the proceedings in Dockets DT 00-294, DT 00-295,
DT 01-040 and DT 01-041 and the Superior Court action (Docket No.
01- E-0102) brought by the Conpanies and Stuart Draper will be
di sm ssed. The dism ssals will be deened to be w thout prejudice
until the sale closes. Upon the sale closure, the dismssals
will be with prejudice.

Stay of Procedural Schedul es

Pendi ng approval of this settlenment by the Comm ssion,

all parties agree to stay the procedural schedules in these

dockets and in the Superior Court proceeding.
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M scel | aneous

As tenporary rates have been established in these
dockets at current |levels and the earnings investigations are
superceded by the settlenent there is no requirenent for
reconciliation of tenporary rates to permanent. Foll ow ng
approval of this settlenment rates shall be reclassified as
per manent .

[11. COWMM SSI ON ANALYSI S

These dockets were initiated to address issues of non-
conpliance with Comm ssion rules and orders, overearnings, and
i nproper financial reporting. Based on a review of the
settlenment, the testinony of the Staff w tness at the hearing
held on March 28, 2002, and the docket that was initiated to
follow through with the sale of the Conpani es (Docket No. 02-
033), we believe the Conprehensive Settlenent Agreenent is in the
publ i c good.

Not only have the Conpanies agreed to transfer control
to an unaffiliated third party, but they have agreed to pay
custoner credits in the ambunt of $82,000, plus interest, for
each Conpany. We believe the ratepayers benefit by both of these
terms. We also believe that there is a benefit in having new

auditors review the books of the Conpani es once they are
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transferred. Thus, we find that the settlenent is reasonable and
adequat el y addresses the concerns that caused the Conm ssion to
initiate the docket. W also note that the Agreenment requires

t he Comm ssion Staff to work with the Conpani es and the

i ndependent accounting firmto ensure the 1999 through 2001
Annual Reports are correct and the audit finds are renedied. W
believe this will serve to properly arrange the Conpanies’
financial records pending the sale to the unaffiliated third
party.

As a final admnistrative matter, the Conm ssion
under st ands that the Conpanies’ petitions for |ong-term debt
financing are no |onger necessary since the Conpani es have
enbarked on the sale process. The dockets opened for these
petitions, DT 01-152 and DT 01-153, were tenporarily suspended
pendi ng the sale of the Conpanies. Since the dockets are no
| onger necessary, the Conpanies should file a letter to that
effect wwth the Executive Director so that Dockets DT 01-152 and
DT 01- 153 can be cl osed.

Based upon the foregoing, it is hereby

ORDERED, that the Conprehensive Settl enment Agreenment

entered into by the Conpanies, OCA and Staff is reasonable and
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in the public interest and is hereby approved in its entirety;
and it is

FURTHER ORDERED, that the Conpanies shall each pay to
custoners a credit in the anount of $82,000, plus interest at a
rate of five percent (5% per annum over a 12-nonth period; and
it is

FURTHER ORDERED, that the Conpanies and TSNH will use
their best efforts to enter into a definitive nerger or purchase
agreenent with a qualified unaffiliated third party to acquire
the stock and assets of the Conpanies; and it is

FURTHER ORDERED, that imrediately follow ng the cl osing
of a nmerger or sale transaction, all the current directors and
seni or managenent of the Conpanies will resign and will not be
enpl oyed, directly or indirectly, by the purchasing conpany; and
it is

FURTHER ORDERED, that all contracts with affiliates of
t he Conpanies will be termnated i mmediately foll ow ng the
closing; and it is

FURTHER ORDERED, that the current independent
accountants retained by the Conpanies shall not act as auditors
for the Conpanies or its successors for five years follow ng

cl ose-out of the 2001 financial books and records; and it is
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FURTHER ORDERED, that the Conpanies will file a letter
with the Comm ssion requesting withdrawal of their Petitions in
Dockets DT 01-152 and DT 01-153.

By order of the Public Utilities Conm ssion of New

Hanpshire this thirtieth day of April, 2002.

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

Attested by:

Debra How and
Executive Director and Secretary



