REGIONAL WATER DISTRICT MEETING MINUTES
JANUARY 30, 2003

A meeting of the Regional Water District Commission was held on Thursday,
January 30, 2003 at the Bedford Meeting Room. Present were Marilyn
Peterman (Selectman, Amherst), Michael Scanlon (Town Council, Bedford), Fred
Walsh (Pittsfield), Jean-Guy Bergeron (Selectman, Pelham), Charles Watson
(Town Planner, Hooksett), Frank Byron (Selectman, Litchfield), Kevin
Waterhouse (State Representative, Windham), Andrew Singelakis (Director,
Nashua Regional Planning Commission), Tom Carrier (Derry), Cynthia Herman
(Selectman, Milford), Fred Britton (Alderman, Nashua), Jay Minkarah
(Community Development Director), Andre Garron, Development Director,
Londonderry, Dennis McCarthy ( Public Works Director, Raymond) and Karen
White (Research Team, Bedford).

Chairman Peterman opened the meeting at 6:30 PM.
Approve Minutes

Mr. Bergeron said on page 7, second paragraph, 4" line, correct Ms. Singelakis
to Mr. Singelakis. On page 8, middle of page, it should be bond “counsel”
instead of “cancel.” On Eage 4, 4™ paragraph, first line, it should be “sit” instead
of “site.” On page 6, 11" line from top, Mr. Britton should be Mr. Bergeron.
Continuing “Ms. White and Ms. Presley had presented” should be “had made a
presentation.” On line 15, it should be Mr. Bergeron instead of Mr. Britton. Mr.
Byron said on page 8, the blank for the attorney should be Hodes. Ms. White
said on page 1, first paragraph it should be Andre Garron. Ms. Peterman said
on page 6, first paragraph, 5 lines from the bottom, it says “Chairperson
Peterman said that warrants are being put on the ballots....... " She would like a
period there. Then “there would be an opportunity to speak to this issue at the
deliberative or town meeting sessions.”

A motion was made, seconded and passed to approve the minutes.
Public Time
Ms. Peterman announced that there will be a hearing in the Legislative Office
Building on February 4 at 10 AM on HB 361. Itis believed that there will be

enough people to testify, however anyone wishing to go and sign in as a
supporter may do that. Mr. Scanlon said at the last meeting there was
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Ms. Peterman said if any town needs a copy of the warrant article, she has a
copy.

Report on Board of Alderman’s meting regarding resolutions

Ms. Peterman said Nashua has passed one of the resolutions, and there is
another one they are still working on. Ms. White, Ms. Peterman and Mr.
Singelakis attended the Aldermen’s meeting, and the resolution # 03160 was
passed.

Brian McCarthy, Chairman of the Alderman’s Committee on Water, and Nashua
City Attorney Dave Connell were present to help the committee understand some
of the reasoning behind the way these resolutions were presented. Also present
were Attorney Jay Hodes, Attorney Bill Drescher, and Attorney Chip Sullivan.

Mr. Britton said Alderman McCarthy was the point person on the whole issue as
far as the acquisition of Pennichuck Water Works. He put in a tremendous
amount of work into this effort. Mr. McCarthy said we have spent a lot of time
prior to even getting the referendum on the ballot looking at details at several
levels. His committee has met several times to discuss details and options.
Many of these details affect parts that will impact negotiations, and they don't talk
much about those. They are exploring new ground. RSA 38 is an old piece of
legislation which hasn’t been used in a number of years, and has never been
used in a situation like this.  You often run into unintended consequences from
other sections of the RSA’s that limit what municipalities can or can’'t do. As a
result of that, they have had to take a course of action that may not at all times
be obvious. The direct authority they are given by RSA 38 is to request the
assets of the water companies themselves, which is what resolution 160 did,
which was passed by the board. He would have preferred to have some time to
talk about that with the region, but we are under the time frame of getting that to
Pennichuck prior to February 13. They waited until they had an inventory of
their assets and will quickly pass that on to Pennichuck and ask them to tell us if
it is for sale and what the price is for each of those options.

Mr. McCarthy said it is tough in this forum to talk a lot about the details of what
you ask for and what you don’t over and above the water assets. There are a lot
of legal entanglements to try and ask for anything else, one of which is
expressed in resolution 161 which has to do with water supply protection lands,
currently owned by Southwood Corporation, which is one of the 2 unregulated
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subsidiaries of Pennichuck Corporation. That one has been referred to the water
study committee which will meet next Wednesday at 7 PM in the Aldermanic
Chamber in Nashua to examine whether or not we should pursue that legislation,
and whether we should pursue it in its current form. He wants to make sure
there is discussion with members of the region, and anyone who attends will be
more than welcome to speak. He encouraged at least 1 representative from
each town to attend.

They are currently debating how much information they can disclose in a non-
public session of that committee because he would like to make the surrounding
communities aware of what some of the details are in terms of both negotiations
and what led them to the decisions to do things the way they did. It is his intent,
if they can’t have a non-public session at that meeting, to do as much as they
can in public session to try and bring everyone up to date on some of the things
that would be of interest in terms of where Nashua has been in the process. He
doesn’t believe we can do that here based on the fact that much of the
information that is confidential is under sealed minutes of the Board of Aldermen.
He thinks we need to meet as the subcommittee of the board in order to be able
to take that action if we are able to do that.

Mr. Singelakis asked how binding is what you sent out in terms of what could
actually happen from a legal standpoint starting out with the 3 regulated
corporations. Does that bind you legally to only pursuing that or could that
change over time. Mr. McCarthy said that is all they are entitled to ask about
under RSA 38 in the process that involved the referendum. We can certainly talk
about other assets. Some of the assets we have no legal right to acquire. There
has been a lot of discussions about purchasing the whole thing, which would
mean the stock of the corporation. The conclusion they have come to is we are
not allowed to do that. Municipalities are not extended the right to buy interests
in private corporations in general except under limited terms of municipal
investment laws. It is unlikely that we could acquire a company by stock. There
are entanglements with any of the non-regulated pieces in what the charter of
those corporations is and how it would relate to things like financing of revenue
bonds. One of the situations you don’t want to get into is having an asset who's
value you guaranteed to pay back by revenue bonds where there is risk
associated with the revenue. It is unlikely that bond counsel would write a
positive recommendation on those things any way. But even if they would, you
then endanger the rate payers to have to pick up the shortfall in revenue.
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Ms. Peterman asked what about the contracts. Mr. McCarthy said the services
corporation is one we need to give a lot of thought to. The services corporation
provides contract services to 43 water systems, none of which are ones that are
part of the regulated utilities. It is an arm by which services provided by
Pennichuck Water Works are resold to external water systems. The services
corporation buys services from Pennichuck and in turn resells them to other
communities. It's an interesting business, but it's not one you necessarily want to
be in, in terms of running a water authority. It's revenue is subject to risk
because there are contracts that are not necessarily guaranteed revenue, and it
is not germane to the function of the water assets that we seek to purchase
under the other resolution. It is likely that when we form the authority we would
want to be able to sell those same services out to Pennichuck Services
corporation. Although another scenario you can envision is the current
operational management of Pennichuck Water Works moves to become a part of
the services corporation, and the regional water authority contracts that
organization to operate the water works on our behalf.

Mr. Scanlon said Nashua moved forward because they can move quicker. 6
months down the road, the district is formed, we all come to an agreement, the
legislation passes, is Nashua looking to turn it over to the regional water district
for whatever you paid for it. Mr. McCarthy said that is the intent that was
expressed in the resolution that they would pursue the purchase of it with the
intent of turning it over to the regional authority when the regional authority was
formed.

Mr. Minkarah asked if there are additional votes or resolutions that would be
necessary to effect that. Mr. McCarthy said the only one he knows of that is left
is the grant of the revenue bonds for the purchase and approval of the purchase
itself. Mr. Minkarah asked to make that transfer from Nashua to the regional
authority, what mechanisms would have to happen. Mr. McCarthy believes the
Board of Aldermen can do that.

Mr. Carrier asked as far as the pricing of the various components of the system,
are we going to be privileged to that information. His specific interest would be
the systems in Derry. If at some point during the process, Derry decides they
want to go forward in acquiring their own systems, we can negotiate with Nashua
or Pennichuck or with the district. Is Nashua entertaining those options? Mr.
McCarthy expects there would be. He thinks we have a responsibility to
understand what the desires of the district are while they still own the utility. He
hopes we won't get into a situation where one community that does not wish to
join the district has to fight with one of the other ones for control of that portion of
the utility.
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Ms. White said the question she has been wrangling with is that her concern is
that if Nashua expresses a desire to acquire less than the entire corporation that
Pennichuck would be forced to reply in the negative. If they do that, then the
eminent domain process is started, and she is concerned that it makes
negotiations after that point hostile. Mr. McCarthy said they are hostile already.
He never thought that was a particular problem. There are parts of it we do not
or cannot want to acquire. If the acquisition is for some sort of those assets at
the market value of those assets, then the corporation is free to keep or sell the
rest of those assets as they see fit. Some of that gets into things that will
ultimately be decided by the Public Utilities Commission (PUC). We have looked
at what we think we can acquire and what it makes sense to acquire for the
regional authority. It is possible the PUC will tell us that there are other things we
need to buy if we are going to go through with it. We won’t know the answer to
that until we put something before the PUC to act on. There are parts of the
corporation that we just can’t ask for through any reasonable mechanism.

Ms. White understands the complications of being part owner of an office building
with a partner. Ms. Peterman asked if we are at a disadvantage now before the
PUC because we would have an offer that is less than the offer that is on the
table for Philadelphia Suburban. Mr. McCarthy said no because we don't
actually have an offer on the table. They will not respond to our letter requesting
prices on the assets anyway. They believe they are bound by their agreement
with Philadelphia Suburban not to take that offer. The only thing they could
respond to was an offer that is significantly better than the offer for the
corporation. We cannot enter into an agreement to purchase the stock of the
corporation, so it is very difficult to even structure an agreement in such a way
that you can do an apples to apples comparison with one that’s on the table.
There is a tremendous amount of details given that we would have to buy assets
and pay cash for them. In all likelihood there are tax implications that are not
present in the stock field between the 2 corporations, and the damages they can
claim arise from those and how to equalize that, it's going to take a long time to
sort out which of those offers is there, and you have to realize you still have a
third party with an interest in this, and this interest is not in reaching settlement
with Nashua or the regional water district.

Ms. Peterman asked in this second resolution which is # 03-161, it talks about
whether or not to find out the assets that would be available, and that land is
property needed to protect the purity of the watershed land. She thinks that is a
critical piece of the acquisition and the reason for forming the district to protect
the supply and the integrity of the watershed. It is a valuable piece of property.
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Mr. McCarthy said our opinion of watershed protection has been fairly clearly
recorded. It is, however, owned by the unregulated arm of Southwood
Corporation, and under the terms of RSA 38, we cannot pursue it until we own a
water company who'’s watershed needs to be protected. So the statutory
authority to request and ultimately take that piece of property is extended only
after we have gone through the first step of owning a water works system.

Mr. Watson remembers that when Southwood Corporation was formed, or
whenever Pennichuck split off land that they wanted to develop, did they have
some restrictions on that land that would allow it to be utilized and not cause
deterioration to the watershed. Are those valuable restrictions and are they
transferable? Mr. McCarthy said the restrictions on it at the moment are
voluntary. He gave a history of Pennichuck and Southwood. Pennichuck
owned a significant portion of the watershed which it held for protection for a long
time. When the treatment plant was built, Pennichuck hired Sasaki Associates to
do a study of what lands might be removed from the protection usage. Sasaki
produced a draft of the report which was sent to Pennichuck which recomm-
ended that 500-foot buffers be held around all of the ponds. The final report
recommendation was to hold 500-foot buffers around supply ponds and a 300-
foot buffer around the other ponds. The logic behind that was that supply pond is
where the intake to the treatment plan was. The intake to the treatment plan is
in Harris Pond now and not in supply pond, yet the buffers around Harris Pond
were not changed to the 500 feet when that was done. The lands that were
there were transferred to Southwood, and he does not believe there is anything
legally binding to restrict them to that 300 feet. It's whatever the wetlands
conservation law is in the town and the state regulations. When the lands were
transferred from Southwood to development, covenants were put on them in
those transfers, so the ones that have already been developed have 300-foot
buffers on them, and the ones that have not he doesn’t believe there are any
binding covenants at this point.

Ms. White said critical, buffer and excess were the 3 categories. Critical had to
be maintained and could not be developed in any way; buffer could be used as
open space for surrounding developments; and excess could be developed.

Mr. Carrier said EPA and the state has laws in place that protect buffer zones
and aquifer protection. Local ordinances have the authority to institute ground
water management programs or aquifer protection ordinances. He said
Southwood Corporation has a right to develop their land as any other private
landowner would. He asked if these communities that have land that doesn't fall
within this area that is already regulated by law, but areas beyond that which we
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are talking about, has Nashua and these other communities thought about
buying it themselves as Derry has. They purchased management rights and
conservation rights instead of having the water users purchase the development
rights to this property. It seems to him that would be a more prudent way to
approach it.

Mr. McCarthy said Nashua has purchased 150 acres of protection lands around
the wetlands upstream of the ponds and are looking at purchasing other lands in
that area. It seems to him the resource that was generating the return on
investment for shareholders should have paid to protect itself, and those lands
should have been protected at the expense of the shareholders and not at the
expense of the ratepayers or the taxpayers. What we do from here is another
guestion. He believes what lands there are left that can be acquired for
preservation probably should be held by the district itself for that protection. Mr.
Carrier feels the ratepayers should be paying for that property. Ms. White said
there are no federal or state requirements. Mr. Carrier said there are through
protective radius’ that are in place, there are source water management
programs that the state has. There are watershed protection and management
programs that are in place that have been deemed appropriate by federal and
state. So for some other entity to come along and say, OK we need to do
something else as far as controlling this other property, he thinks it is a very fine
line between what the ratepayers should be paying and what the individual
communities should be paying as far as the management of open space.

Mr. Minkarah said right now the state and federal regulation is pretty minimal.
They are currently working with DES to adopt rules that would provide for some
more significant buffers than we currently have and to upgrade those regulations
significantly. At this point there isn’t really a substantial amount of regulation. It
is primarily the voluntary buffer that Pennichuck has put in. Some of the land that
is most critical is actually owned by Pennichuck; it's not owned by Southwood
Corporation. Some of the land is owned by Southwood. He is not sure what the
best way is for us to go about acquiring the land. He thinks one of the problems
we might face in looking to the individual communities to acquire the land rather
than the district is that the communities might not perceive that is a necessary or
important investment for them to make as a community versus other acquisitions
they may want to make.
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Mr. McCarthy said in general the advantage is to the district. Mr. Scanlon said
when you start looking at this as a regional district, it almost becomes a private
entity. He thinks this regional district could probably react to purchase land a lot
quicker than 14 municipalities might be able to act. He thinks it should be part of
the regional district to be protecting the land and ratepayers because they are the
ones that benefit by any protection.

Mr. McCarthy said one of the questions they were asked was why didn’t the City
of Nashua buy lands for watershed protection over the last 20 years. His answer
was because they didn’t have $1.5 million in profit every year to invest in that.
The revenue to do that was generally by the water supply, and that’s the best
way to buy lands to protect that supply. The 200 acres that Southwood owns is
actually only the tip of the iceberg. You need to put a plan in place afterwards to
deal with opportunity acquisitions of additional properties. There are significant
properties along that watershed that come no where close to those buffers that
were never in the ownership of either Pennichuck or Southwood. As those
properties become available, we will want to purchase either easements or
outright ownership to get some of the usages back from the water supply.

Ms. White hears what Mr. Carrier is saying, but thinks it is short sighted if you
look at the district as a long term viable entity. She got some data requests
asking why Bedford didn’t provide more adequate watershed protection. She
listed what we have, but also pointed out we’ve been actively acquiring
watershed lands along the Merrimack River. Pennichuck has an intake plant on
the Merrimack River so that’s part of the watershed that serves a number of
communities. She doesn’t think it is incumbent upon Bedford to require the
community by itself to protect all of the watershed for the company. There may
be in the future a production well for the regional water district in Derry, Pelham
or Windham, the watershed land around that which will be needed to be acquired
to safely protect that production well. Should we expect the Town of Pelham to
buy that, even though the water district wants to put a production well there?
She thinks we have to look at that while watershed land may be in Nashua and
Merrimack, ultimately it could affect towns throughout the region.

Mr. Singelakis said after the district is formed, it is going to have to sit down and
figure out a plan that's in it's best interest and then look at the impact on the
ratepayers and then proceed from there. He asked if we are going to have any
problems in doing what Nashua is having difficulty doing. If Nashua is having
difficulty acquiring these lands, is that going to make it difficult for this
commission to do that? Ms. White does not believe that if Nashua acquires them
that they will have difficulty turning them over to the regional water district. It is
the eminent domain proceeding that is creating the difficulty.
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Ms. Herman said if it goes that way, then does the district have different fine
leverage? She has difficulty trying to get what the districts charge and rights are
going to be separate from the town and separate from the state. Are we going to
be approaching things where we have the opportunity to make offers just for
easements? What methods are we going to have that are better available to us
to buy because we are going to be a self bonding authority, then we can make
offers directly to Southwood just to purchase the land as opposed to the
company. Mr. McCarthy said there is essentially no difference between the
authority that the district would have and the authority that the city has other than
there’s one piece of language in RSA 38 that delays land purchases until after
you have established a water works. Ms. White said once we have established a
regional water district, and once we have a water utility, we are a water utility,
and we therefore have clear eminent domain standing to acquire watershed land.
Ms. Herman said so we can be taking watershed land from various towns by
eminent domain. Ms. White said we have to pay them. It's not saying we will;
we have that authority. Mr. Singelakis said Pennichuck has that authority right
now. Mr. Minkarah said there is specific statutory language that allows you for
watershed protection to take land in another municipality by eminent domain.

Atty. Chip Sullivan said it would not be municipal land. Mr. Scanlon said that is
no different than what could happen today. If Pennichuck said this land is
necessary to protect the watershed, then they could do it. Mr. Minkarah said that
is definitely going to ruffle feathers. The concept of whether it is Nashua or the
district, taking land in another municipality by eminent domain is clearly going to
be an issue. Mr. Singelakis said the consent issue should be in the charter. Mr.
Scanlon said if this regional water district wants to buy land in Bedford to keep
people from developing it to protect watersheds, he is OK with that. Atty.
Sullivan said you have a much more responsive voice here.

Ms. White said the services company, Bedford has always been very supportive
of private business and private business being able to run things efficiently. The
idea of being able to hire those Pennichuck employees who are willing to run the
regional water district has been very attractive. She asked if there are
advantages or disadvantages towards that goal of getting the employees. Mr.
McCarthy said he would rather not talk about that. Personally he would prefer
that we figure out how to have the management be done by a private
management company under contract rather than take on employees because
you have more flexibility. Also, you are dealing with a number of employees
who’s compensation situations may not be compatible with any of the
municipalities that would wind up owning them. Ms. White is not envisioning
them being the employees of any municipalities, but of the regional district.
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Atty. Dave Connell said the risk in acquiring a company like that is a relatively
small number of very key people could make it what it is; if they’re not around
any more, the value of the company goes up in thin air. He understands they
still contract out a lot of their work. Ms. White said so we open up the issue of
buying employee contracts. Mr. McCarthy said he would rather discuss that
some time in non-public session. Ms. White asked if anyone wishes to go into
non-public session. Mr. McCarthy does not feel we can do that here. Ms. White
asked if there is an appropriate non-public forum where we can get a better level
of information. Atty. Connell said a lot of the information that the city has in its
possession was taken in at a non-public session of the Board of Aldermen who’s
minutes were sealed. Therefore, until the full board gets an opportunity to
decide now is the time to unseal that document, they cannot discuss it. Mr.
Scanlon asked if the Aldermen could unseal them for this committee. Atty.
Connell said no, there are 13 members that voted to seal them, so he can’t do
that. Mr. Scanlon asked if they could share them with this committee. Ms.
Peterman asked if that information includes the Rizzo report. Mr. McCarthy said
no, those reports are both public.

Ms. White said her concern is there is not another Board of Aldermen meeting
until the 11™, and the letter expressing your desire for whatever assets has to go
out by the 13™. Mr. McCarthy said the letter has been approved and will
probably go out this week. Ms. White asked how can we participate in a
discussion of the acquisition of other assets, specifically employee contracts. Is
there a mechanism to do that? Atty. Connell said in an open meeting if you want
to talk about people, it would be appropriate for a non-public session, but we're
still not at liberty to talk about what was sealed in the other meeting.

Mr. Singelakis said since Nashua is really the one that is putting up the risk at
this point and going ahead with it, he doesn’t know if there is any other way to do
that. Mr. McCarthy said with respect to employee contracts, it is not clear to him
that we could ever have a meaningful discussion on them because we haven’t
seen them. Those are between Pennichuck and their employees, and without
understanding what the terms of those agreements are, he doesn’t know that
they survive transfer of the corporation. Mr. Britton said in that 2-hour meeting
of the Board of Aldermen and consultants and attorney, they were given price
information of the components of Pennichuck Water Works, and that is still
confidential and still cannot be released. He is not sure when that it going to be
released. They also talked about strategies, but the strategies everyone is
aware of, but the pricing and financial information and the appraisal is
confidential.
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Mr. McCarthy said if your goal is to purchase those contracts to insure you have
those employees working for you, he is not sure you can achieve that because
he assumes those are simple at will employments, and those people can leave
any time they want. Mr. Britton said the Board of Aldermen expressed an
opinion that we want Pennichuck to stay on board. They want to make the
transfer as seamless as possible, and we keep people with a lot of very good
experience. Mr. Scanlon asked if it would be appropriate to go into non-public
session and allow some of these questions to be asked, and at that point you can
either answer them or not. Mr. McCarthy said he does not have any information
that would be helpful at all.

Ms. Peterman asked if the meeting you are going to have on Wednesday is just a
subcommittee, and the information and/or questions you would share with any of
those attending, will that be public information or would that need to be discussed
in non-public. Mr. McCarthy said they can have a non-public session and
include those people who they believe are critical to the discussion. What they
are precluded from at this point is disclosing things that were sealed by the full
board because that has greater authority than the committee does.

Ms. Peterman said because we, representing the towns, will ultimately be part of
this district with the city, she thinks it is incumbent on the city to keep that in mind
when you are discussing moving forward with the purchase or any other
information that is germane to the formation of this district. She does not know
how you go about doing that if it is not public information. At the meeting on
Wednesday, you can ask a lot of questions in an executive session, and then you
can tell the group whether or not that information can be shared. In the case that
it may not be shared and enough of the group felt that they needed information,
perhaps the board would unseal the minutes. Mr. McCarthy would be reluctant
to request the board to unseal the minutes because of the damage it might do to
the negotiating strategies. Ms. Peterman said this is a duly appointed board.
Everyone was sent here by vote. She feels that whatever is discussed and
information that is needed for us to go forward would be available to us. Mr.
McCarthy said there is no argument about that; the argument is over whether
the board can partially undo an action it took in the past. Mr. Bryon said one of
the interesting things this raises, if we go into an executive session with this
group, are we are as representatives of a larger group, allowed to bring that
information to that group as well. Ms. Peterman said no.

Mr. Carrier said the purpose of this group is to write a charter who will then
eventually sit down with Nashua. To get into the details of negotiations, he is
not clear how that will benefit the formation of the charter because our purpose is
to set up a group that will then sit down in closed door sessions and negotiate
with Nashua.
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Mr. McCarthy thinks there is a legitimate concern on the part of this committee
that Nashua could potentially do things differently if it were acquiring parts of the
utility for itself than if it were acting on behalf of the district. He does not believe
we have done that in any way, shape or form. The board is clearly convinced of
the value of the regional authority, and he believes every decision they have
made has been consistent with what's in the best interest of the district. Mr.
Britton agrees completely. We have always had the regional water district in the
back of our minds, and where we want this utility to go. If we can move it right to
the district and not have it be acquired by Nashua, that’'s preferable. Mr.
McCarthy thinks this issue goes in most of our lifetimes well beyond the district’s
boundaries that we are looking at today. There is a lot of water in southern NH;
it's just not in the right places. At some point we are going to have to deal with
creating a much larger authority.

Ms. Peterman has a question, when she heard about the service corporation not
being able to be part of the acquisition, about Hudson because they voted to join
this regional charter group, and they have no customers at all except under the
service contract. We should discuss whether they should be part of the charter.
There may be others. Mr. McCarthy is not sure that the history of that system
has produced what was necessarily the optimal result for everybody. Under the
circumstances, what Hudson has is the best thing it can have. He said those
kinds of contracts are something the district should be interested in looking at
and helping communities to figure out what the best way is to deal with water
problems overall. Ms. White asked if you still say we could facilitate a role with
Hudson. Mr. McCarthy said Hudson is a little big ahead of the curve; they have
done this already.

Overview of Pennichuck Corporation

Ms. White gave a list of Pennichuck customers as of October. She contacted
Pennichuck to get an updated list of customers by municipality and a breakdown
in water revenues or usage by community. She was told that because of the
negotiations she has to put that request in writing, so it will be a few weeks
before she has that. She said there are 5 pages that describe Pennichuck Water
Works. Pennichuck’s core systems are listed as Nashua, part of Amherst and
Hollis. There are some Pennichuck Water Works systems that they own which
are not necessarily tied into the core system. They may be community well
systems, or they may be systems where Pennichuck owns the franchise but the
water comes from another source.
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Mr. Watson asked if that includes the areas in Hooksett. Ms. White said it might
be one of the private systems that’s under a contract with Pennichuck Water
Service Corp. Mr. Carrier said in looking through this list, it is clear there are
many different ways Pennichuck is providing water. Ms. White said you have
core systems, franchise territories, bulk water contracts which are not subject to
franchise, and private contracts from the Water Services Corp. Ms. Peterman
said if a lot of these contracts are not part of the acquisition what happens to
these towns that are being supplied by contract. Mr. Singelakis said the contract
would probably go with the acquisition. Ms. White said but if we are not acquiring
the services company. Mr. Minkarah said his assumption is that everyone listed
in these pages is included in a, b, or c of the Aldermen’s resolution. Is that so?
Ms. White referred to page 2 “Systems Operated by Pennichuck Water Service
Corp.” Those are wells. Mr. Minkarah asked if everyone we see here listed is
included in the Aldermen’s resolution. Ms. White said no. She referred to
“Pennichuck Customers by Municipality”; these are the communities in which
Pennichuck has a franchised territory. Each of these towns except Hudson and
Salisbury has franchised territory of Pennichuck. It could be only a portion of the
town, but in each of these towns, one of the 3 Pennichuck utilities owns
franchised territory which is what the city is acquiring in its resolution.

Mr. Minkarah said Anheuser-Busch is listed in here. That is a special contract.

Is that in or not in? He assumed that all of these were included in the Aldermen’s
resolution. Are there people who are actually being supplied water today by one
of these 3 companies who are not included for some reason. Ms. White
referred to page 4 “Water Supplied by Pennichuck to Others”, these are bulk
water contracts which are not regulated. Mr. Carrier said on page 2 “Systems
Operated by Pennichuck Water Service Corp”, those are the ones that may not
be included. Ms. White said they have their own water source but are managed
by Pennichuck. Ms. Peterman asked what do these people do if we are not
purchasing the water service corp. Someone said they hire someone else to run
it for them, or they hire the district to run it.

Mr. Walsh understands we are acquiring the ones that are regulated by the PUC.
All of the other lists are small subdivisions or things of that nature who have their
own private water system and are serviced by Pennichuck Service Corp. We
are not buying the service corporation so they are going to continue to be
serviced by them. That's not part of the deal. Ms. Peterman said what if
Pennichuck goes away. Mr. Walsh said the service corp. won't. We are not
acquiring that; it will continue to exist.
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Ms. Herman said it was her understanding that some of what was being included
in the purchase was the pipes. If Milford’s bulk contract of up to 2 million gallons
per day has to get piped to us...... Ms. White said it gets piped to you through
Ambherst, and they have the franchised territory. They are buying the pipes. Mr.
Singelakis asked wouldn’t those contracts be honored with the acquisition?

Ms. White said there are 2 different kinds of contracts. There are contracts for
bulk water. Those bulk water contracts will be honored by Pennichuck Water
Works. The contracts that are in question are the ones under “Systems
Operated by Pennichuck Water Service Corp.” Mr. Singelakis thinks it is an
unanswered question on what would happen.

Atty. Bill Drescher said don’t think you can assume that the contracts, if they are
purchased, will necessarily be honored because some of those have clauses in
them that say if Pennichuck is taken over, the contract ends. He said whatever
else goes on, we should keep that in mind. Ms. Peterman asked if that should be
part of the original acquisition. Atty. Drescher said it would have to be. If they
don’t take over that responsibility then the contracts have to end. Mr. Garron
asked if you are saying we will have to renegotiate. Atty. Drescher said some of
them. Each one is different. Some of them have a clause that says if
Pennichuck is taken over by someone else, this deal doesn’t automatically get
carried forward. Mr. Walsh said part of the determining factor has to be that
when Nashua specifies to Pennichuck what they wish to buy, if those bulk
service contracts are not included in there, then when you go to the PUC,
someone is going to ultimately order whoever the purchaser is to continue those
contracts because the pipe line is there.

Ms. Herman said so Pennichuck is not going to have the opportunity to sell that
contract to someone else if someone wanted to buy just what the City of Nashua
cannot take. Mr. Walsh said if you own the pipe and you control the supply, and
it comes from the current Pennichuck system, it is not going to do anyone any
good in Philadelphia to purchase a pipe from the town line in. The district is
going to have to continue to service that because we have the connection. So if
Nashua does not declare that property to be taken within the acquisition of what
they are trying to acquire, and it leaves these towns without any water supply,
when you ultimately get to the PUC they will enter an order requiring the district
to take that property.

Mr. McCarthy said the bulk water contracts are not with the services corp. ; they
are with Pennichuck Water Works. Therefore that is an asset we would look to
acquire. Atty. Sullivan said some of those bulk water contracts would be
assets, just as the operators not the pipes. Mr. Byron said that is the situation in
Hudson.
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Mr. McCarthy said on the bulk water contracts, when you purchase the assets of
a company, you purchase the assets at what they are worth because you get
benefit from them. Let's assume that we did not purchase a bulk water contract
with Bedford, for example, what you are buying is the binding of the other party
to that contract and the value that has. If both parties after the district is formed
would be willing participants in a contract, then it had no particular market value
to you when you acquired the utility. In other words, if we bought the utility
without any of the bulk water contracts, all those communities still want to buy
water, you can form a new contract afterwards. There is nothing to get hung up
on. You are still going to provide the water.

Ms. Herman said we are getting ready to come up with a charter, part of which is
determining how votes are determined. If it is determined based on volume
versus on number of customers, plus we have a bunch of little contracts that
allow the water to go through our pipes that we own to get to the other towns.

Ms. White said for the purpose of the charter we should just proceed based on
the list of everything here except the services contract. Ms. Peterman said
there are many parts to this charter, and that will be the most difficult part to form.
Atty. Sullivan said the PUC is not going to allow less service than now.

Ms. Peterman said when we talk about Hudson, who has offered to join this, she
thinks that they might want to reconsider what it is they do as far as water vis a
vis regional. Ms. White said we may establish an associate member status.

Mr. Byron said this is similar to the purchase of a corporation. When you
purchase a corporation you assume their debts and liabilities and contracts. We
are going to be told we have to take it. Ms. Peterman said Hudson is a stand
alone. Ms. Herman asked if the wells are owned by Pennichuck. Ms. White said
they are owned by private owners.

Mr. Watson is getting the sense that we are creating a charter verbally, and he is
having a difficult time figuring out which piece belongs where. Would it be
practical to start with what we know and leave all the holes and then work on it.
Ms. Peterman said we have a draft charter, and we will go section by section.
Ms. Herman said her concern is she doesn’t know what questions to ask when
we get to those sections. She said there is a huge disparity in the various
approaches. She asked if we are going to take the time so we are not just
skimming through it. Ms. Peterman said we certainly want to have something
where we have a starting point.
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Ms. White said we have 4 main approaches. They all start with purpose. We
will go down and say who's a member and who’s not a member, how you join,
how you withdraw, how you are a customer versus a member, and then we get
into the governmental structure. Then, voting rights, do we want it by water
revenues, water use, number of customers, conservation land, a combination of
the above, do we want associate members who have service contracts or not.
As we go through these and get to some divergence in philosophy, she will say
there are 4 major ways to attack this. Mr. McCarthy said part of the problem
with the answer is we may not understand the question. He said ultimately
everyone is going to have to say, does this address the needs of my community.
If you formulate that question first, you will be in a much better position to write
the charter, so it would probably be worth it for everyone to sit down and think
about the issues for their community and how they will look at the charter on
issues of supply, etc. Mr. Minkarah agrees with that approach. He would like to
see at least a start in principal that we might all buy into. His hope would be that
at this point it would be that to the best of our ability whether people are affected
by this whole issue because they are in the core system or they are under a bulk
service contract or they are just under a service contract. Somehow it would be
our intent to bring them all into this tent if we can. We may have to have
different forms of membership.

Ms. White said she tried to look at this from the idea of regional cooperation.
This is something the State Dept. of Environmental Services and the PUC and
others have been working on for the past several years. Water doesn’t
recognize municipal boundaries. Therefore, that is the justification for a regional
water district. Ms. Peterman thinks by signing the Memo of Understanding she
thought that was what we were really all trying to do. We have our own specific
interests, but those interests need to be not necessarily subrogated but at least
taken into consideration when we talk about the cooperation of doing what we
are doing in terms of water because there are no boundaries. What benefits
this region should really in effect if we do it right, benefit everybody.

A motion was made to move the agenda for the remaining
item — the charter — be moved to the next meeting since
it is now 8:30; motion seconded; vote on motion passed.

A motion was made, seconded and passed to adjourn at 8:30 PM.

# 15051






	Overview of Pennichuck Corporation
	Regional Water District Meeting – January 30, 200
	Regional Water District Meeting – January 30, 200
	Regional Water District Meeting – January 30, 200

