
REGIONAL WATER DISTRICT
MEETING MINUTES

AUGUST 28, 2003

A meeting of the Water District Commission was held on August 28, 2003 at the Bedford
Meeting Room.  Present were Vice Chairperson, Fred Britton (Nashua), Jean-Guy
Bergeron (Pelham), Mike Scanlon (Bedford), Andrew Singelakis (NRPC), Dennis
McCarthy (Raymond), Jay Minkarah (Merrimack), Mary Jeffery (Hollis), Karen White
(Research Team–Bedford), Fred Welch (Consultant-Pittsfield) and Ken Massey
(Hudson).

Guest:  Ian Bagley, Bedford Journal & Cabinet Press

Vice Chairperson Britton called the meeting to order at 6:40 p.m.   Vice Chairperson
Britton stated we would approve the minutes of the August 14, 2003 meeting.  .  

Mary Jeffrey stated on page 15 last sentence - we should add to the Charter the
letter n) in Section #4 Powers, To acquire, and to assist member municipalities to
acquire.  Karen stated she had that correction in her notes and will revise that
amendment to the Charter.

Vice Chairperson Britton stated on page 9, the last two paragraphs that state Fred
should be Frank talking here.  I know it is not my comments. 

Vice Chairperson Britton asked if there were any other corrections or comments
concerning the August 14th minutes.  Accept a motion to approve the minutes
with the corrections as stated.  Jay made the motion and Mary seconded.  Vote
taken, all in favor.

Vice Chairperson Britton asked to approve the minutes of the June 26, 2003 meeting.  I
will accept a motion to approve the June 26, 2003 minutes as recorded.  Jay made the
motion and Jean-Guy seconded.   Vote taken, all in favor.

Vice Chairperson Britton stated the next item on the Agenda is time for a follow-up
discussion about request for money from the Towns thinking about joining the District.  

Karen White stated just to report Jay Minkarah and Frank Byron had raised the issue of
whether we could actually open a bank account since we are not yet a legal entity.  I
checked with Bedford’s town attorney on that.  He said your right, you are not a legal
entity yet, but if you take a look at RSA31:95b, which are appropriations for funds made
available during the year.   He stated under this RSA Town’s can accept unanticipated
money from the State, Federal or other Governmental units or private sources that
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become available during the fiscal year and they do not have to go under the same
account method for approved appropriations and approved revenues of the Town.  He
suggested that you pick a Town that you would like to hold the monies collected from the
others and they put it into a separate account and the money is expended and a check is
written after a majority vote of the MOU communities to pay a bill.  If you are a Town
Council form of government you do not have to do some of the following things.  If you
are a regular Selectman Town, you must propose a warrant article to be voted on at your
Town Meeting which reads:  Shall the Town accept this provision of RSA31:95b
providing that the Town at an annual meeting adopt an article authorizing indefinitely
until specific recession the selectmen to apply for, accept and expend without further
action of Town Meeting unanticipated money from a State, Federal or other
Governmental unit and then the majority of voters vote on the question.  Now if you are a
Town Council form of government, then you do not have to take that vote to a Town
Meeting.  This is an option that is available to us.

Vice Chairperson Britton asked if there is a discussion concerning that option.  

Jay Minkarah stated that logically that would rule out everyone but Bedford and Nashua?
Karen White stated no there are three other communities, they are Londonderry, Hooksett
and Derry.

Fred Welch responded by stating that when that stature was amended which was in 1994,
most Town’s were doing it on an annual basis and then formal acceptance came along on
a permanent basis the only requirement would be to check that each Town did it and if
they did not they would have to wait for the next Town Meeting.  In the meantime, in
order for the Town to do that, the receiving Town would have to hold a public hearing
which needs to be noticed at least 7 days in advance in the newspaper and published in
two public places before the selectmen can vote to receive the funds and then they can
administer them as a fiduciary once they do that.

Vice Chairperson Britton said to summarize, we can have one of the Towns and Karen
mentioned some that would be able to receive funds, but now we have a bit of a wrinkle
thrown in where a public hearing is required and a vote of their board to disperse the
funds.  Karen stated just a public hearing.  Fred Welch stated it is all housekeeping, but
there is a statutory requirement.  Karen White stated like Fred pointed out, there maybe a
number of Town’s who have already adopted this provision and would not need to put it
on an annual meeting or warrant article.  Fred Welch stated he knows Pittsfield has
adopted this provision.  Dennis McCarthy stated that most of the Town’s have, because
the Municipal Association had recommended it.   Karen White stated that the range of
choices is even wider then the Town Council Town’s if a number of Town’s have already
done that, so all it would take is a public hearing.  Dennis McCarthy stated a public
hearing is just an open meeting of whatever the legislative body is.  Karen White stated
you could post a public hearing before the next selectmen’s hearing.  

Jay Minkarah asked the question, so once the funds were received, would a vote of the
governing body of the receiving municipality be necessary to authorize the funds to be
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expended?  Karen stated, no.  It would be a vote of this body to direct the Town to issue a
check.  Fred Welch stated he didn’t think it was quite correct.  As long as the Town holds
the funds, even though they are in a fiduciary capacity, it doesn’t matter what Town they
have to authorize the expenditure after this board has authorized it, otherwise the Town
does not have legal authority under the stature to draft a check.  Selectmen do have to
sign the voucher or the Town Manager mainly because it is coming from their fiduciary
funds, so it has to be authorized after this board authorizes it.  

Jay Minkarah responded by stating we have to be careful who the receiving Town should
be?  Fred Welch stated that it would be easier to have it in a Town Manager town.

Vice Chairperson Britton stated how many Town Manager towns do we have; Merrimack
has a Town Manager.  Dennis McCarthy stated Raymond.  Vice Chairperson Britton
asked if there are any other towns.  Karen White stated Bedford and Londonderry.  Jay
Minkarah asked is Bedford has a Town Manager or Town Administrator?  Karen White
answered Town Manager.  Vice Chairperson Britton then stated Merrimack, Bedford and
Raymond, is there another one?  Karen White added Londonderry.  

Vice Chairperson Britton stated any one of these four towns can accept funding and
apparently we can disperse it with a vote of this committee.  

Fred Welch stated you can disperse it with a vote of this body and the Town Manager
would be empowered because he is allowed to sign the warrants for the disbursement as
long as he is there at the date of signing the selectmen do not have power to sign those
warrants.  

Vice Chairperson Britton asked if there was further discussion.  Do we feel comfortable
about having something of this mechanism?  I would like to make sure that we have
talked about it.  

Frank Byron apologized to the chair as well as the board for being late, quickly can
someone update me.  Karen White stated that the Town attorney suggested if we didn’t
want to get into the complexity of forming ourselves into some legal entity in order to
open a bank account that we could use the provisions of RSA31:95b, which allows a
Town to accept and expend unanticipated monies from State, Federal or other
Governmental units or a private source which becomes available during the fiscal year.
In selectmen towns, that require a vote at town meeting, however Dennis and others have
pointed out that many towns have already adopted that and it continues until there is a
specific vote for rescission at another town meeting.  So there are many towns that
already have it on the books.  Therefore a bank account can simply be opened and they
could accept checks from all of our various communities and then if it was a Town
Manager form of government, then upon a majority vote of this group to issue a check for
a certain amount to a certain entity, the Town Manager of that town could be directed to
issue a check and it wouldn’t need a vote of the selectmen.
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Vice Chairperson Britton asked if it needs a signature from this board?  Karen White
stated I don’t believe it would, simply a vote that is recorded in the minutes, because the
Town Manager would actually sign the check.  It would be held in a town account.  

Vice Chairperson Britton asked what protects the committee, what protects the other
communities from making sure that this money is spent as we want it, do we need some
sort of agreement or is it already covered under the RSA 31:95b?  I just want to make
sure that we are protected?  We cannot protect ourselves completely, but is there
something in writing?  

Mike Scanlon stated I would just write a memo to whatever community agrees to accept
this money with the stipulations that this money be spent only after a vote from this board
directed to whomever is the Town Administrator.  Vice Chairperson Britton stated a
memo from the committee signed by the chairman to the Town Manager and selectmen.
Karen White stated we don’t want to make it so cumbersome that we start getting interest
charges on overdue bills.  Vice Chairperson Britton stated we want to make sure it is
protected and reasonably protected.

Fred Welch suggested, at least from my end, I am someone who is doing this everyday,
that this committee would authorize a particular Town to do that and would authorize that
in writing and would provide that information to the board of selectmen at the time of the
public hearing and the selectmen would accept the authority to receive the funds under
the stature RSA 31:95b as a fiduciary of this committee, the District  is about to be
formed and that should protect it as they are acting as a fiduciary in accepting the funds
they can make that a portion of the motion to accept the funds and that would be binding.

Frank Byron responded that he doesn’t want to make it anymore complicated, but one of
the other open items that may need to be looked at is the Town that would accept this
responsibility through a Town Manager or however it is set-up, we may want to look and
see if they would be insured for that amount of money as well.  Their insurance may not
cover it if it appears that it is not really part of the Town function.

Fred Welch stated his understanding is when they accept the funds of RSA 31:95b they
are responsible for those funds and spend them in accordance with the vote and direction
of the board of selectmen that is what the stature is about.  They are accepting it from a
series of government bodies and they can only spend it for the purpose for which the
funds are received.  The reason that I would like to see a paper trail formed is that the
auditors are going to want to see that paper trail every year and I think you are going to
want to get a copy of the audit report back that they have in fact examined it and the
funds have been expended in accordance with the requirements of this board.

Vice Chairperson Britton asked Fred if he could come up with what you just stated by
drafting a memo.  Fred Welch stated he could send a memo to Karen tomorrow.  Vice
Chairperson Britton stated that you have a good handle on that and how it should operate.
Fred responded by stating he does this about twice a month.  
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Vice Chairperson Britton asked if there is any further discussion about at least the initial
steps here.  I think we also need to discuss somewhat if we have Merrimack, Bedford,
Raymond and Londonderry.  Vice Chairperson Britton stated we haven’t seen
Londonderry in a while.  Vice Chairperson stated from the three Towns that are
represented here tonight, Merrimack, Bedford and Raymond is there one town that would
like to step forward and volunteer to do this for this committee or would you like to take
it back and ask.  

Dennis McCarthy from Raymond said he can go back and ask, but he cannot commit.
Jay Minkarah from Merrimack stated that he was going to nominate Bedford.  Vice
Chairperson Britton stated that was a reasonable nomination, but how does Bedford feel
about it.  Mike Scanlon from Bedford stated he didn’t know if he could commit, but I
don’t think it would be an issue.  If anything it would just be a little bit of administrative
work and writing checks.  Karen White stated we have a finance department.  Mike stated
he would certainly ask, again he doesn’t believe it will be an issue he would put it on the
Agenda for a Town Council meeting.  Karen stated we would post it for a public hearing
and advertise it in the newspaper and post it in two public places.

Fred Welch stated once the selectmen vote to accept these funds from the District until
that account is closed they have fiduciary responsibility to continue to receive and to
expend.  This can go on indefinitely as long as it is properly accounted for.  

Mike Scanlon asked Fred Welch when you write that memo write it in a way that we can
accept funds on an ongoing basis so that if we need more money we can receive it and
also put in when this committee dissolves that that money would be equally returned
proportionately, i.e. if there are 10 communities that dish it out then 10 communities get a
check for whatever is left, just to make it clear.  I just don’t want Bedford to get in the
middle of a legal issue.

Vice Chairperson Britton stated so Fred will prepare this memo that we are talking about
which explains the mechanism on how this is going to happen.  Do you think you can
have that ready to be sent within a week or so?  Fred Welch stated Karen would have it
tomorrow; I will E-mail it to her.  Vice Chairperson Britton stated so Karen you will E-
mail to Marilyn and the committee, so that is something we will have before we come to
the next meeting.

Mike Scanlon stated if Karen E-mail’s it out and you have any comments, send it back to
Karen, because if we put this on our September Town Agenda we will have to have it
posted in next weeks papers.  

Mary Jeffery stated then if Karen gets it out to us we need to get additions and changes
immediately.

Vice Chairperson Britton stated Fred Welch will get it to Karen, Karen will pass it out to
committee members, and we will put a deadline on comments and then move that on.  Is
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Merrimack and Raymond, I know Jay nominated Bedford, but are you both comfortable
with Bedford.  Dennis stated that he would second it.  

Vice Chairperson Britton stated that the motion before us is:

To allow us to approve Bedford being the receiving town of the legal funds
that we are going to establish according to a written mechanism being
developed by Fred Welch of Pittsfield a procedure to accept the funds.
Motion was seconded, discussion.

Jay Minkarah stated that his board of selectmen hasn’t yet approved making any
particular contribution.  So when I vote I am voting for the concept.

Frank Byron responded, just for clarification sake, this is a vote for the District to
authorize Bedford to hold these funds?  Vice Chairperson Britton stated correct.  It is to
authorize them to hold and appropriate as directed by this board, but right now it is just to
hold funds.  Frank Byron stated that he just wanted to clarify it, because Jay’s comment
led him to believe that maybe we were also combining into this the appropriation from
each individual town with a certain amount of money, that is why I asked the question.  

Vice Chairperson Britton stated his intention was to get the mechanism approved first
and then see what we can do financially.  Any further discussion of that motion.  All
those in favor.  Vote unanimous, motion passed.

Vice Chairperson Britton stated we would start with Mary from Hollis and if you don’t
mind sharing your opinion on what you found out so far regarding your towns
willingness to provide funds to help us establish a legal fund.

Mary Jeffery (Hollis) stated she met with the board of selectmen and they felt that for this
year that they probably would not be able to come up with anything, they were going to
look into their legal line, but they were not hopeful at this point.  They did discuss the
fact that they could see that the District would need to have money as we headed into
actual formation and that they were willing to put a warrant article or some sort of
amount that was reasonable in their budget for next year.  Vice Chairperson Britton
responded for ’04 and does that start in April or May?  Mary stated March is when the
meeting is.

Vice Chairperson Britton asked Fred Welch are you in a position to talk?  Fred Welch
(Pittsfield) stated that the chairman of the board of selectmen is sitting right here, but I
know that the town has appropriate funds for the purposes of determining whether or not
they would have a water department.  It is up to the board as to how those funds is spent
under the town meeting appropriation, so they have the capacity to do that; it is a matter
of the board making a determination.  Vice Chairperson Britton asked if Fred Hast would
come forward so we could get it on the recording.  Fred Hast (Chairman of Pittsfield
Board of Selectmen), we have had a small discussion on it, we do have some money set
aside to spend towards this.  I went back and told them that would roughly be $5,000
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dollars, that is the number we talked about last meeting.  They asked me to come back
and find out for sure and they would make a formal vote as soon as possible, so we do
have some money set aside.

Vice Chairperson Britton asked Dennis.  Dennis McCarthy (Raymond) we are in a unique
position that we have a water department and the selectmen looked at it as it is going to
be an operating expense of the water department and they said if we have it in the budget
then we can again put it again under dues and fees or legal expenses which we have lines
for.  So I would think either this year or next year it should not be a problem.  Next year
we have put it in the budget and this year there should be funds available.

Vice Chairperson Britton asked Jean-Guy.  Jean-Guy Bergeron (Pelham) the first time
that I brought this up after Frank Bryon had mentioned at one of our meetings that he
wanted to get it on the agenda for the following meeting.  After that hearing I reported it
to the board but there were only 3 of us, so they asked to move it to this last Tuesday
when we had 4 members and we did discuss it.  Again we didn’t have this budgeted, but
they felt as this committee would need it they would then look into the availability of the
money and they felt that they would be able to find up to  $5,000 dollars.  So it is not like
they wanted to give $5,000 dollars up front, but as needed they would be willing to do
that for this year.  Next year, I am not sure if they will handle it with a warrant article.
You can count on $5,000, as you need it.

Vice Chairperson Britton asked Jay.  Jay Minkarah (Merrimack) responded that he has
not gone to his board of selectmen; I will be doing that next Thursday.  I did raise the
issue with our Town Manager; I cannot say that I got a warm reception.  We apparently
are significantly over in our legal budget already, but I will be raising it with the board of
selectmen.  My guess is that it will not be coming out of our legal budget.  Karen asked
for next year though?  Jay stated for next year, I am not sure if that is the appropriate box
to put it in, I am going to have to see where it makes the most sense for it to go.
Certainly for next year I think legal makes sense, but for this year probably not.  I am
assuming that the expenses are going to be more than just legal that we are looking at.  It
may be appropriate to take it from a different box or boxes.

Vice Chairperson Britton asked Frank.  Frank Byron (Litchfield) responded that the
Litchfield Board of Selectmen has not as yet considered the item.  I will say that we have
all be in favor of the district, so I don’t think it will be much of an issue.  I think the
biggest concern, which is one of the things I raised at the other meeting is to be able to
provide the other selectmen with a better understanding of what the money is going to be
spent on.  In other words, I feel that I need to provide the selectmen with some type of
rough estimate as to why do we need $5,000 dollars from each and every town and how
we are going to spend that money over the next several months that we would expect to
spend it in.  The other item that I would like to get, as the selectmen’s rep to the budget
committee and chairman of the board in the town, I would like to make sure that we can
get an estimate as to what we need next year.  Our fiscal year starts in January and I have
to get that in relatively soon.  So any monies that the District would expect to appropriate
for ’04, I need to get a rough estimate on so I can push and get it into the budget.  But, to
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answer your question, we haven’t discussed it yet; the next meeting is the 8th of
September.

Karen White in responding to Frank.  We are pretty much in unchartered territory not
having any models in this state at least for formation of a regional water district, so we do
know that there will be some legal bills, we suspect that there will be some financial bills
and we anticipate legal bills at this point as we proceed with the Charter.  Every two
weeks when we are in here almost there is a request for Bedford to go and check with the
PUC attorney on something having to do with the Charter and we have been doing that,
but as we proceed with the Charter there will be ongoing consultation with an attorney
who is familiar with water issues.  There will be the need for an attorney to fully review
the draft charter when it is done and probably nurse it through the attorney general’s
office, which we will have to submit it to afterwards.  Other bills at this point, I have
never done this, I guess most people in this room have never done this, so we are only
guessing at what those bills might be at this point.  It is very difficult to get an exact
estimate or itemization of what they will be.  I can only tell you what Nashua and
Bedford have experienced with bills that we have come up with and have paid to date.  I
believe we talked about each town asking their board of selectmen if they could have
whatever was left over in this years legal budget, ideally it would be $5,000, but we
would take what we can get and to ask for a warrant article or an appropriation for 2004
of $5,000 from each community for year 2004.   Vice Chairperson Britton stated that is
his understanding.

Mike Scanlon responded that one of the keys here is hopefully when we form this District
we will all get reimbursed, as this will be a District expense.  So if you kick in $10,000
dollars over the next two years, the anticipation is that when this District comes together
that each Town will get that $10,000 dollars back.  

Frank Byron stated that he gets questioned from people in the town and I also get
questions from the rest of the board of selectmen and I am also reporting to a budget
committee as well and I need to be able to provide these people with an understanding of
how we are going to spend the money.   I know what you just said Karen, as to what we
think, but some how along the line, we have to put a number of the table and state that
this is what we estimate or approximate our budget to be.  Karen responded that that is
what we have done.  Frank asked where that is?  Karen stated it was in the minutes of the
last meeting.  Frank stated he has not seen an itemized bill.  Karen stated we have not
itemized, but we have approximated $50,000 dollars, $5,000 dollars per community.   

Mike Scanlon responded that what we did was looked at what Nashua spent.  Vice
Chairperson Britton stated Nashua spent almost $400,000 dollars.  Mike responded to
Frank that we were hoping to use a lot of that work that Nashua paid for.

Frank Byron responded to Mike that this goes to the other part of the question which is
that your asking for $5,000 dollars now, what are you going to ask for next year.  Is
$5,000 dollars going to be enough?
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Mike Scanlon asked how much we have spent so far this year?  Karen stated she didn’t
have the bills in front of her, but her head tally states approximately $16,000 on legal
expenses, $1,200 on stenographer and typing of minutes and $400 dollars on copies.

Ken Masey (Hudson), Mr. Chairman it has been 6 years since we started and 5 years
since we purchased Southern NH Water Company, but I will take it as an action item to
find out what monies we spent leading up to the purchase and I will send that to Karen, if
we still have it.  Frank Byron responded if you don’t have it, I do!  Vice Chairperson
Britton stated maybe there are some lessons there that can be shared.

Karen White stated to Frank Byron if you have the history of what Hudson spent please
enlighten us.  Frank stated that what he has is through the PUC minutes and general items
like that.  Karen stated that would be a good resource.  

Vice Chairperson Britton mentioned that at the last meeting we budgeted about $175,000
dollars just for the acquisition process to actually develop and deliver a bid.  That was a
technical report, but that type of report also contained information from legal advises in
that report as to the acquisition options and also the mechanism to go to the PUC.  There
was also a couple of additional amendments and reports that were smaller, engineering
related and we have had at least one costing effort as to what the five components were
worth.  I guess those are a few more examples of some of the money that has been spent.
I regret to say that the Mayor has informed me that he does not want to contribute any
more monies at this time.  He doesn’t want to contribute at this time to the District.  I will
check with Brian McCarthy about it and my fellow board members and I will talk to the
Mayor as well.  I didn’t speak to him directly, this was forwarded to me that he feels like
we have spent enough money in legal and technical work in Nashua not to give any more
money.  My own personal opinion I may not quite agree with that because if we are going
to be a member of this, I think we need to cooperate and show good faith.  I am only
speaking for myself, my own point of view, but that is the answer from the Mayor so far
in Nashua.

Vice Chairperson Britton asked Ken.  Ken Masey (Hudson) responded that they have not
discussed this, but I will put it on the agenda for the 9th of September.  We do have a
water utility in town so we definitely have an operating budget and I don’t think we have
totally exhausted our legal fees either.  I will bring this up to the board on September 9th.

Vice Chairperson Britton asked Karen.  Karen White (Bedford) we got a strong sense
from this group at the last meeting that we could be excused from the $5,000 dollar
contribution for this year.  We have brought it up to the Town Manager who is working
on budget preparations for 2004 and he felt that it could be appropriate as part of our
legal budget request for 2004.

Ken Massey stated that one issue that will come up in Hudson and that is where the
discussion will start out, what exactly would Hudson’s role in such a District if we were
to join given that we currently operate a water operation and provide water to not only
Hudson, but to Litchfield and Windham.  So that will be one of the items on the table as
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to what role, if any Hudson would play in this District.  Vice Chairperson Britton stated
that is a very good question and I am not sure if I have an answer for that.  Is there
anyone else at the table?  I know you would be a member and you would receive
whatever benefits members of this District would receive, but I don’t think I can
elaborate on that too much.  Can anyone help in that area, what they see is Hudson’s
role?

Dennis McCarthy responded it comes down to a seat at this table like many other people.
There will be decisions that maybe peripheral affect Hudson, most of the decisions I
don’t think are going to affect Raymond because we are not in the major group we are
separate and we actually sell Pennichuck water, but from my towns standpoint they are
really looking at a seat at the table and to be part of the District and the decision making
process that the District will have and I think that is the only thing in it for Hudson too at
this time.

Vice Chairperson Britton stated a seat at the table, protect the interest and have input.
Karen stated to have discussions on bulk water rates.  Vice Chairperson Britton asked if
there are any additional comments on this.  Ken that is a preliminary answer.  Ken stated
that is enough to take to the board and get their sense.  There has been no discussion at
the board level on this issue it has strictly been between the town engineer and myself, so
I will have to get a sense from the board.  I would make a strong recommendation that we
at least have some involvement with the District simply because like it or not we are
going to be part of at least serving at least two of the towns involved which is Pelham and
Litchfield.  Vice Chairperson Britton stated I think you want to be involved in that as
well and you have experience that you can share with us.  Ken stated one thing I can tell
you because we are working on a proposal to upgrade the system, we now have run 5
years with a rate that was 10% below the rate that Southern NH Water Company had set
the year that we purchased the company and we have yet to dip into any reserves.  So this
will give you some idea of what a for profit water company can do with the rates.  We are
not anticipating a rate increase next year, so that means 6 years of running the system
without a rate increase that is 10% less than it was at the time that we purchased the
company.

Jay Minkarah asked Ken; prior to your acquisition did you do projections on what the
rates were to be that you estimated the rates to be after acquisition.  Ken stated yes we did
because we promised as one of the inducements to get the town to agree to the purchase
we promised them a 10% rate reduction and part of that was based on the fact that
Southern NH Water Company was taking $400,000 dollars every year out of the rate base
from Hudson and transferring it to a water company in Ohio.  So we knew right there that
we could impact the rate by that $400,000 dollars.  Karen White stated, very impressive.
Jay responded that I ask the question because it strikes me that we may be called upon to
answer that question at some point in this process, what is the impact going to be to the
rate payer.  I will say that I get a little bit concerned as I hear the amounts of money we
are talking about spending that we want to recoup with revenue bonds, which I assume,
are going to be paid by the rate payers.  I think at some point we are going to have to be
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prepared to address the question of what exactly is going to be the impact to the
ratepayers of the acquisition.

Vice Chairperson Britton asked if everyone has a copy of the Rizzo report.  The Rizzo
report has some financial information as far as estimates on the cost of the utility and
adding into that cost is some reserve funding and capital improvement funding in the
initial purchase so there is some financial work in there and there is some bonding work
data in there.  So again there is some history and information there that would help us.  

Vice Chairperson Britton asked if there are any additional comments.  I guess we can
move on from that point.  

Jean-Guy Bergeron asked Vice Chairperson Britton that there may be some towns that
are not represented here, are we going to check on them in some way to find out if they
checked with their boards.  Vice Chairperson Britton stated that was a good point and
Karen who is not here this evening.  Karen White stated, Amherst, Milford, Londonderry,
Hooksett and Salem.  Mike asked if Karen had their E-mail addresses and could we get a
memo out to them.  Vice Chairperson Britton asked a memo requesting information from
those towns that we have not received it from.  Karen stated that she has been getting E-
mail bounced back from Salem’s Town Manager so I called today and discovered that
they left and they have a new Town Manager so I have the new address.  Vice
Chairperson Britton asked to have that memo drafted for the Marilyn’s signature.  That is
a good suggestion so Karen White will take the action to draft a memo for the chairman’s
signature to send to the towns that are not here this evening asking their opinion
regarding funds for ’03 and ’04.  

Vice Chairperson Britton asked of there were any additional questions or comments
concerning the money from the towns issue.  

Fred Hast (Pittsfield) asked the question so you are asking for $5,000 for 2 years.  Vice
Chairperson stated yes, $5,000 for the rest of this budget year and then budgeting $5,000
for ’04.

Vice Chairperson Britton stated we also have three communications this evening.  

Motion to accept these three communications.

1) Communication that I brought with me that Atty David Connell, it is a copy of
an E-mail message and our Atty is stating per our phone conversation this
morning, I spoke with Carol Anderson, who is our CFO and have thought
about the work that has been done to date on the acquisition to identify the
work that has been done by legal counsel, bond counsel and financial
consultants.  It falls into a few categories:  Information Expressed in the Rizzo
Report, which I have talked about and has been shared with you, there is
financial in there, there is bond counsel in there, there is engineering counsel
in there and there is legal counsel in that report.  The resolutions adopted by
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the board of alderman, there has been at least two and there are copies of those
and to implement the steps prescribed in RSA38.  Then the review of the
regional legislation that has been passed and evaluation of the company,
which has not been made public.  There was also a lot of work devoted to the
merger case at the PUC and the work product of the first three has been
already released and the fourth category cannot be exposed at this time.  So I
know I am following up on an action item that I was asked to follow-up on
what work has been done.  If there is any specific information that people
have in mind, we can see whether we have it and if so whether it can be made
public.  Asking Atty Connell about legal opinions that he has dealing with the
acquisition and legal fees dealing with financial or bond counsel information,
I don’t really get a direct answer on what they have and what they don’t have.
I think a lot if it is verbal or notes taken at meetings, so I guess the bottom line
is, I will personally make a point to follow-up even more to see if I can get
some more detailed data concerning these areas.  I wanted you to know that I
have started the process.  He has given us some information here, but I do
know that the Rizzo report was $122,000 and I believe the other two
amendments were a total of around $80,000-$100,000 and the latest is around
$175,000 for the acquisition, strategy and follow-up.

I would accept a motion to accept this communication and place it on file.  Mike made
the motion.  Dennis seconded.   Discussion.  All those in favor.  Vote unanimous.

2) Vice Chairperson Britton asked if Andrew would like to summarize your
communication.   Andrew stated it was due last meeting and I didn’t have it.
The discussion came up regarding having excess revenues being able to be
allocated back to individual communities for specific projects and to take a
look at the way that DOT does it with their urban funds.  What I have done is
taken that and applied it to a water situation.  If surplus revenues need to be
identified some how through the process then redistribution of those back to, I
would think the fairest way to do it is the amount of revenue coming in from
each community that is a member proportionately divided by the total for all
the member communities in the district because we said if your not a member
of the district you wouldn’t be eligible to participate in it.  Then in reserving
that into an account accumulating that for a community over time and then
when a sufficient amount of money is available for a specific project that is
not already identified in the Capital Improvements Program then the Town
could put that forward and request that it get programmed into the Capital
Improvements Plan or if there is a project that is in an out year that the
community would like to have moved forward they could have it be paid for
through their funding in the account.

Vice Chairperson Britton thanked Andrew for his work.  Let’s take a few minutes out and
read this to get a full understanding of this.  Andrew has given an overview; I would like
to discuss these paragraphs one at a time.  This is a recommendation Andrew?   Yes, the
issue came up and I was asked how it was to be handled.  
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Vice Chairperson Britton stated we are talking about excess revenues available through
the Regional Water District.  Normally from my perspective we would have the revenues
cover the operational cost, the cost of running the water district, money budgeted for
capital improvement.  Am I missing anything?   

Mary Jeffery stated that everything is listed in #7 Establishment of Rates and then there
was just one thing in planning for your budget you made a number up that was going to
have a little more just so you wouldn’t come short, it was what do you do with that
excess since we are nonprofit.  We wanted to plug it in right at the end of the rates.  

Vice Chairperson Britton stated let’s keep that in mind and let’s go through this and I
want to give people a chance to make comments or ask questions.  So reserves can be set
aside to address local capital improvements not identified in the capital improvement
program or it could be used to advance a local project.  Only communities that are
members of the District would be eligible to participate.  Any discussion or comments on
that paragraph.  I know that is just a recommendation, but I think there are important
issues here that we need to talk about.  

Andrew Singelakis, let’s back up a little bit.  The whole issue was projects that are, such
as extending a water line to water neighborhood that might not be a priority for the entire
District, but that might be a priority for a community.  Also one of the benefits of being a
member of the District would be that this would be available.  

Vice Chairperson Britton stated so on an annual basis after surplus revenue determines.
It is my understanding in the July minutes, when I was out of town, there was a
discussion regarding the rates.  It was my understanding to begin with that we would
keep the current rates and that we would try to keep them for a short period of time one
year or two years before we changed any of the rates, does anyone remember anything
different.

Frank Byron stated we did discuss that and we agreed to that with the understanding that
we were building up a reserve to be able to use that for infrastructure improvement.

Vice Chairperson Britton stated if we take the current rate structure now with the three
regulating utilities it is creating a profit.  They not only take care of their operational
needs, but their capital improvement needs.  So with the same rates we can take care of
our operational needs, our CIP projects and have more money or devote more money to
CIP projects or put it in reserve and need maybe lower the rates.  I know when we were
talking about reasons for buying Pennichuck Water Works, I had something that I had
researched and we showed 3 million dollars in savings a year from the lack of State and
Federal taxes, not having a large board of directors as they do now.  I don’t remember all
the elements that are a substantial amount, so we definitely should be able to take care of
our operation needs and our CIP projects and hopefully be able to lower the rates.
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Andrew Singelakis stated this was thought of because the way the DOT does it, this is
why I was asked to put this together.  Vice Chairperson Britton stated he appreciated it.   

Andrew Singelakis asked if the group agreed to it.  

Karen White answered that we agreed to explore the process.  It came about as we were
going through item #7 in the proposed charter, Establishment of Rates and it read with a
favorable recommendation of the District and in conformance with 362:4 the District
shall establish just and equitable rates and charges for the use of the water supply system
authorized here in to be paid by any customer and may change such rates or charges from
time to time.  Such rates or charges shall be established so as to provide funds sufficient
in each year with other revenues, if any to and then we had a) through i).  

a) was to pay to cost of maintaining, repairing and operating the water supply
system.  

b) was to pay the principal and the interest on outstanding bonds of the district.  
c) was to meet any requirements of any resolution, authorizing or trust agreements

securing bonds of the district.  
d) To make payment in lieu of taxes upon the properties of the district to the

municipalities in which the properties are located.
e) To provide for the acquisition, maintenance, conservation and appropriate

recreational use of the land of the district
f) Was to pay all of the reasonable and necessary expenses of the district
g) To fund capital reserves in compliance with the CIP approved by the district
h) To establish discounted rates for the purpose of customer retention and economic

development
i) As suggested by Mike Scanlon was a discussion we reserved it for the future, but

we had a discussion of the possibility of setting up some types of credits in years
where there is a year-end surplus where communities could receive proportional
credits that could be used to fund water line extensions or other improvements,
upgrading of the lines or whatever that were considered as important to a single
community, but where a low priority to the district as a whole.

Vice Chairperson Britton stated so that last paragraph is the reason for this Memo that
Andrew wrote.  Jay Minkarah stated that his recall was that this came from Mr. Scanlon
and I think that the initial concept was based on what benefit does a municipality have
from participating in the district.  I think when it was initially proposed I didn’t like it as
an idea, but the more I thought about it and we discussed the more I like it as an idea.
Initially I thought the idea of having 16 or 20 different pots putting surplus funds into was
contrary to the concept of what I thought we were trying to be as a district, I thought was
brining everything together, the more I thought about it, the more I felt that it answers a
lot of the concerns that really have been in the background, especially when it comes to
representation.  I want to add that I think that the concept wasn’t just for capital
improvements we had also talked about the possibility of rebating to residents.  If I were
correct, so it is not simply capital improvements, these funds would be available at the
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election of the community to either be rebated and held in part to the rate payers in that
community or used for capital expenditures.

Mike Scanlon responded I was going to suggest that a Town may vote to return that
money to the ratepayers.  Jay stated he does like the concept; I do have some additional
comments as we get down into the individual sections, which I will raise at that time.
Mike stated at the end of the year there is money and if each community wants to reduce
the rate payers rate then that would be great, or if we have a water line extension that is
very important to us, but it is not important to the district, then the community might
chose to take that money and set it aside for that purpose.  This is a great carrot; this is
our benefit for being here.

Frank Byron stated this is a much deeper issue than it appears on the surface in that it
entails how do we want this district to run.  Do we want it to run on I will call it a profit
type basis where we collect money that is above and beyond what it cost us to run the
district, or do we want this to run on a break even basis.  I think it has been my thought
all along that we want it to run on a break even basis with the idea if there is monies left
over that would roll over to the next year, offset the cost of the district and drop the rates
accordingly.

Mike Scanlon responded I think we want to be careful, it is like a tax rate, I don’t think
you want that rate to fluctuate every single year.  If we can leave it for 5-6 years then I
think that is great, but I don’t think we want to drop the rate 3 cents.  I don’t think you
want people getting different rates from year to year.  I believe that the towns that have
sat here and will sit here in the future should have some sort of benefit.  

Mary Jeffery responded, to address Nashua’s concern, if you don’t change the rates then
obviously there is going to be more money because the profit motive is gone, but if you
see from the Rizzo reports and all the other things of all the necessary upgrades that are
needed to the utility and you budget those in there that will eat up that profit if you fix
those pipes and build those things.  

Karen White stated in looking at this the DOT does it to good affect.  We know that
Nashua is the oldest system and in need of the most capital improvements right now.  I
anticipate, I could be wrong, but for the first 5-10 years the CIP that the district approves
a sizeable chunk will be taken up by Nashua with upgrading undersized lines and
improving pressure a lot of things.  I think having these credits build up for other
communities who smaller projects may not cue up in our regular capital improvements
program for quite a while, as the oldest system, Nashua is going to need the most for a
long time.  This would be an incentive to keep them active and give them a little light at
the end of the tunnel.

Mary Jeffery asked where in the Charter that it states that we are going to protect the
resource so we don’t have to expend funds on chemically treating a polluted resource.
Where do we have it the rates to try to keep the water as pristine as we can so we don’t
have to turn around and build a big chemical processing unit to fix polluted water? 
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Andrew stated in letter e) should address that … to provide for the acquisition,
maintenance, conservation and appropriate recreational use of the land of the district.

Karen White stated early on this group talked about probably one of the first things is
action items that the rate payers board or board of directors will probably get into which
is requisitioning the master plan a long range plan for the district in trying to define what
are our resources and how should they be allocated and what is necessary to protect them
and as a group figure out how much new allocations there can be in the future.  I would
anticipate that that would come under the master plan work, which once we are formed as
a district would have to be undertaken.

Vice Chairperson Britton stated that the CIP that we had access to that was submitted by
Pennichuck for the next 5 years and we had one recommended in the Rizzo report and the
Rizzo report recommended spending more money than the Pennichuck one.  I don’t
remember all the numbers, but we have to have enough to cover operational costs, CIP
and I think even a reserve fund for emergencies.  You have to build up some sort of
reserve fund and I believe that was in the Rizzo report that was in one of the scenarios.
Not only would we borrow enough to buy the utilities, but borrow enough for a few years
for your CIP and an adequate reserve account, so you are starting off well funded.  I
know we are off the subject a little bit, but I think it is an important conversation.  We
will continue the discussion on this, which is not on our agenda.

Fred Welch, it seems to me from what Andrew has drafted is that this is a mechanism a
safety valve as we progress along in time for the refunding or a mechanism to refund the
surplus unused appreciation fund.  As you go along and operate a municipal utility you
are going to have these swings in income and those swings in income because someone
puts in a significant demand for water usage or whatever that was not there.  For a short
period of time you are going to have a huge rate bulge because that money will end up in
the reserve depreciation account for your future use for capital outlays and capital
projects and acquisition of land and so forth.  There is going to be a bulge there at some
point.  You are simply providing a mechanism to return part of that bulge to the
individual cities and towns that belong to the system and thereby allowing that refund to
come back to the ratepayers in some fashion.  

Vice Chairperson Britton stated there is a distribution of funds paragraph here.  Do we
feel comfortable putting something like this in the charter?  I guess I would like to have
some recommendations on it or maybe we need to take another look at it before the next
meeting.

Mary Jeffery stated maybe it shouldn’t be called capital improvement credits.  I like the
title that Fred Welch used for it mechanism for depreciation.  Andrew suggested surplus
depreciation credits?  Fred Welch suggested when reading this; one thing that we should
change is that we should be talking about collections and not billings.  There is a
substantial difference between the two.  Just because the City of Nashua gets billed for,
let’s say $10 million dollars a year, it does not mean that your going to collect that, in fact



Regional Water District Minutes – August 28, 2003 – Page 17

there maybe abatements issued and so forth, so if we restrict it strictly to billings we are
looking at the actual cash position of the company as opposed to the theoretical position.

Vice Chairperson Britton said so we are looking at changing the name to surplus
depreciation credits?  Does everyone feel comfortable with that?  How about surplus
credits?  What is everyone’s feeling?  

Ken Massey stated that deprecation implies that you have equipment that is being written
off Fred is the concept of the depreciation?  Fred Welch stated that the normal process of
municipal utilities is to fund approximately 3% deprecation on the value of the plant
every year.  Those funds go into a depreciation holding account which pays for your
capital expenditures for your acquisition of land for upgrades of existing systems and the
3% is something that has been pretty standard for a well run municipal utilities and
primarily on electrical standard, water and sewer has been less funded than the electric.
That is the recommendation of the National Utility Commissioners Association and their
accounting division.  If you are going to fund increases in the size of the system and you
are going to put new water lines out there and you are going to fund new water sources,
your going to fund the acquisition and purchase of the land for protection of those
sources, you are going to have to have some money dedicated for that purpose.  Those
funds are going to grow because you’re going to invest them and there is going to be
excess funds there as you go along.  I will use the utility that I work for, Wells Municipal
Light it was an electric utility that did water and sewer.  As those funds grow over a
period of time, what happens with the interest is that you end up with millions and
millions of dollars and those funds are necessarily used, they are returned in some form
through projects and those projects maybe exactly what Andrew is talking about they are
not priority projects for the district, but never the less they are projects that would
normally be funded with those funds.

Vice Chairperson Britton stated surplus revenue credits is that okay.  Fred Welch stated it
is the same process no matter what you call it.  Vice Chairperson Britton stated we need
more time to look at this.  I would recommend and ask perhaps if Karen would do a little
bit of wordsmithing here and put this in as section i) with the appropriate numbering
under it 1,2,3 & 4 and then we will take another look at it over the next couple of weeks
and come back prepared to comment on this draft “surplus revenue credit”.

Mike Scanlon asked does anyone have a problem with the heading like a #5 to use it as a
rebate for the ratepayers.  Jay Minkarah wanted to flip the way it is structured, where
rather than the community having to come and request the funds and then the district
determines whether it is consistent or not, I would want the municipality or the governing
body of the municipality can elect to expend those funds for any capital improvement,
land acquisition or other similar expenditure that is not inconsistent with the districts
master plan or CIP or may elect to refund those funds to rate payers within their
community.  It is the twist that I would rather have.

Vice Chairperson Britton stated lets add a #5 and we will take a look at it.  We have an
action item to look at this the way this wording fits into letter i).  Frank stated he is not
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sure whether it would fit in to the letter i) or not, because this establishes the rates and
really what you are trying to do is set-up a fund mechanism.  It may need to go
somewhere else in the document.  The question I wanted to ask is the question on rates,
we are for a period of time going to be regulated or observed by the PUC and does the
PUC play a role in that so that we cannot change the rates or the voters couldn’t change
the rates because of a conflict in that area.  Karen White stated we are not changing the
rates; we would elect to give a rebate.  We are not increasing or reducing the rate. 

Mike Scanlon stated Bedford’s entire current infrastructure is new and I don’t see the
Town of Bedford saying we need this line replaced because it is falling apart.  I can see
us extending it, but if we want to use it to reduce rates we should be able to do that.

Andrew Singelakis stated it really doesn’t belong in #7 it is not really rates it is a rebate.
Frank’s point is well taken because it could be perceived to have 21 different rate
structures by the way that this is established.

Karen White stated she was going to try some wording and send it out.  Vice Chairperson
Britton stated look at another applicable area for it, it may need its own title and own
lettering; it may fall under a different area or article.

Vice Chairperson Britton stated we have now moved on to this portion of our agenda, a
discussion of the critical items that should be part of the contract for the purchase of
Pennichuck in order that it is acceptable to turn over to the district.  In this case, we are
going to try to put together some critical items that could be considered in Nashua’s
purchase of the water works.  Mike would you like to overview what you have proposed
here.

Mike Scanlon stated #1 – Purchase of Entire Corporation as a whole and getting into 1 a)
Divestiture of Developing Southwood Properties.  I don’t think we want to be managing
hotels, but we can certainly take that money and start a capital reserve or a simultaneous
purchase where someone takes ownership right away so we don’t have to pay for that
part.  What I felt and it seemed as though Pennichuck expressed their interest in selling
the entire corporation as a whole instead of trying to split it up in pieces.  Again I don’t
know what Nashua’s offer is or how they approached it, I personally felt that we should
purchase it as a single entity and then divest the assets we don’t want.  

Vice Chairperson Britton stated that the committee is well aware of Nashua’s position on
it and there has been a legal problem as far as our bond counsels recommendation and
other counsels that we cannot buy all 5 components.  Further discussion, I think this is a
very valid point that is being made to purchase the entire corporation.

Andrew asked Mike does this mean purchase the entire corporation through revenue
bonds?  Mike stated no, it could be done when we have the other owners of these
properties that say listen we will take ownership of the entire property and we will give
you a million bucks for Southwood’s portion and close on all those transactions
simultaneously so we don’t ever have to have ownership of those properties.  I think we



Regional Water District Minutes – August 28, 2003 – Page 19

make a single offer to Pennichuck.  There really isn’t much of a corporation after you
take away the regulating utilities.

Ken Massey stated it is possible to structure it the way Hudson structured it, the final
price to Southern New Hampshire was 35 million dollars and we only bought 27 million
dollars, so on the day we paid Southern NH 35 million dollars, Pennichuck gave us a
check for 7 million dollars so we only had to bond 27 million.  Interestingly enough we
did eat another 7 million dollars because the actual value of Pennichuck was 7 million
and the assets were valued at 14 million, but we had the offer on the table when we did
the purchase that Pennichuck was going to buy part of what we didn’t want and I would
see something like that here, you do it simultaneously.  I would have to believe that the
people that currently own Southwood would want to think about doing a management
buyout.  Vice Chairperson Britton stated it is quite possible that there is a third party if
the proposal is just to buy the regulated utilities and a third party can buy the other two
elements.  Mike stated you could make it simultaneous.  

Vice Chairperson Britton stated it is his understanding that Nashua’s offer was delivered
last Friday morning by hand to Pennichuck.  Do we want any more comments concerning
purchasing the entire corporation as an acceptable acquisition?  Fred Welch stated it
would seem that the water services corporation, if you examine the holdings and the
contacts basically take care of all of these little municipal or private water systems that
were put together because of subdivisions and so forth.  I guess my concern would be to
sound out the PUC in some fashion to find out whether or not if we were to purchase all
the other holdings whether or not we would have to take those holdings, simply because
if Pennichuck is no longer a viable corporation for water management and they don’t
have the resources to manage because we are going to gouge the corporation so to speak
by purchasing the primary property.  The PUC is probably going to order us to maintain
the water services corporation for all those little individual water companies.  

Ken Massey stated that Hudson currently has a contract with Pennichuck water services
corporation and it is a 20 year contract that is valid not only for Pennichuck water
services corporation or its successors, so no matter what happens to this process whoever
winds up with the resources of Pennichuck water services corporation would have to
continue to honor the contract that they had with the Town of Hudson.  

Fred Welch stated he didn’t know if that is entirely legal and someone would have to
figure that out, but if you go through the eminent domain proceeding which is probably
the option if Pennichuck won’t agree to us to split the company and by having the
transaction maybe 3, 4 or 5 ways to do this and the PUC doesn’t agree with the
acquisition of all of these little tiny utilities that are sitting out there.  I don’t think
through the eminent domain proceeding that we can be obligated to purchase anything
unless it is agreed to by the PUC.  The problem is you cannot obligate a municipal entity
to purchase anything that it doesn’t want to purchase.

Ken Massey stated he wasn’t suggesting that, but what I am saying is the way the
contract with Pennichuck water Services Corporation is worded they have a 20 year
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contract and it is legally binding on their successors.  Fred Welch and Karen White both
responded if there is a successor.  Fred Welch stated his concern is that the PUC may
order us to be the successor for a whole host of reasons.  Mike Scanlon responded that the
PUC might say you are not going to eminent domain this corporation because there is no
way we are going to allow these 24 other municipalities to be left high and dry without
water.  Fred Welch stated that is his concern.  Mike stated that Chips feelings were that
we could do it.  Fred Welch stated you can buy them, you can’t take them.  You cannot
take them by eminent domain because you don’t have authority to run those other
corporations and that is the concern. 

Mike Scanlon stated which leads perfectly into the next letter; I really feel if at all
possible we want to avoid the eminent domain.  I know we have had some conflicting
legal opinion about that as well with our own Town attorney with his firm that we are not
using, but it just seems to me why spend millions and millions of dollars.  We are having
a hard time coming up with $100,000 dollars for legal fees, imaging if you have to go
back and say we need $100 grand each so we can eminent domain.  We have been kind in
Bedford where we have come up with $16 grand; I’m not coming up with a $100.  The
key to that is we have to approach Southwood or Pennichuck and say okay we don’t want
to leave you with nothing, we are willing to take the whole thing and then we figure out
how to divest ourselves of those interests that we don’t want.  Again, I don’t believe we
want to own a hotel, I don’t think that is in the best interest of the water district.  Mike
asked if there were any questions on the eminent domain.

Vice Chairperson Britton summarized the options, one option is just to buy the three
regulated utilities, the two other components of Pennichuck corporation would still be
owned by Pennichuck, Southwood Corporation and the Service Company.  It may be that
somebody else may want to buy and run the service company.  I am not sure that
Pennichuck would want to own it and run it.  I think there are certainly some unanswered
questions here, but the service company, I understand there is competition for those
services as well with other companies, so the service company is a profitable corporation
as well as Southwood, so they certainly have value.

Mike Scanlon stated that the key comes in and probably goes under c) is the retention of
the employees.  It is my understanding that the same employees would service the core
system of Pennichuck.  I think it is important to retain these employees and what value
does the service corporation have if it has no equipment and no employees.  I look at the
profits that come from that service corporation as monies that can ultimately come back
to the member communities.  Let the member communities that are running the system
get the benefit from the profits from the service corporation.  This way you are returning
money to the ratepayers.  The other side of it is the service corporation and Pennichuck
corporation seem so intertwined on paper they maybe two separate corporations, but how
can that be it is the same employees, same equipment.  Karen White responded same
testing labs, same trucks, and same equipment.  Mike Scanlon stated on paper they are
two, but in reality.  That is like saying the Highway Dept is a separate entity from Public
Works.
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Frank Byron stated that the services corporation, I agree with what you are saying that the
services corporation employees are the same ones who are running the system, but I
would hazard to guess that if you were to do away with the services corporation as an
entity you would not need the same number of employees you have today.  I am not
saying that because I am against the services corporation, I am just saying that I am
guessing that some level of staffing is based on the profits from the services corporation.

Mike Scanlon stated he would venture to guess that the service on both sides is probably
better because you have that additional staffing.  I am sure the two works very well
together.  Pennichuck has a good reputation in that they do a good job servicing the water
systems, so they must know what they are doing.

Vice Chairperson Britton stated that is Nashua’s intention to also retain the employees of
Pennichuck.  Karen White asked the question is how?  Vice Chairperson Britton stated he
was not sure how that is going to happen.  Karen White stated that one of the issues here
is if you retain them through offering this services corp which you have not purchased a
contract to service the district, such as Hudson did, but suddenly they have no equipment,
no testing laboratories, none of the other things that they depending on from the
Pennichuck utilities, are they left as a viable company and I personally doubt that and that
is why I believe that the best option is to make them employees of the district.  It has
been hazard that there is no way that the district can match their salaries because now
they get stock options, but no matter what public entity buys them they won’t have stock.

Frank Byron commented that someone suggested the stock options as something as a
reason that we couldn’t do with the employees, I think the only thing that I in the past
have brought up stock options on is that is really part of the compensation package for
your executive team and that has to be kept in mind.  I didn’t say that you couldn’t do
away with them or anything like that, because that is totally incorrect, although obviously
you can.  Stock options overall are worth nothing when they are issued.  They are issued
at the stock price at the point of issue and that is about it.

Jay Minkarah commented going back to what is better purchasing all 5 or purchasing 3,
of course that is an academic discussion obviously because no one is moving forward to
make an offer on all 5.  Karen White stated we don’t know what Nashua’s offer is.  Jay
stated that we have reason go assume that no one is going forward to make an offer on all
5, but I would toss out that I think beyond just the financial implications I really do think
what we should be looking at is what is in the public interest.  What is in the best interest
of all of the communities who are affected by this possible acquisition, not just
necessarily those who are sitting here and I am not sure what the answer is.  There are
collateral impacts if we have a service corporation that can no longer function, that
impacts many other communities, I think that this is something we want to weigh as we
do this, are we causing disruption by acquiring 3 instead of the 5 to communities out
there and are the repercussions of that where other communities are going to have to
suffer for including people around here, that is important.  Also when we talk about
Southwood or any of these corporations, Pennichuck and its subsidiaries is a major
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corporation in this area, what are the economic impacts across the board, that is
something else that we should be considering.

Karen White stated it is a good point and it is an important point to Hudson.  If we don’t
acquire the services corporation and they cannot regroup as a separate company after
eminent domain of the 3 regulated utilities, then what happens to Hudson’s 20-year
contract?  Fred Welch stated hence my concern of the PUC order.  Ken Massey stated it
would be a discussion with our board.

Jay Minkarah stated we cannot be blind to that.  The PUC may jump in, but we are
suppose to be doing what we are doing because we believe it to be in the public interest
and we should be mindful of those kinds of impact.  We shouldn’t be leaving it to some
third party to take care of public interest.  I thought that is why public ownership was
desirable, because it is better for the people and if it is isn’t better for the people then we
shouldn’t do it.

Andrew Singelakis responded that the PUC is going to have to look at that anyway even
if it is not an eminent domain proceeding and that is going to be factored in.  The
question in my mind is whether we can do it at all based upon that and leaving towns
hanging and honoring contracts like Hudson’s.

Ken Massey stated that what Karen White stated a few minutes ago is probably pretty
close to the truth that these are paper corporations because my understanding is that part
of the reason the group was formed called Pennichuck water services corporation is that
they saw an opportunity to make a profitable side business with their existing employees,
but they couldn’t do it inside the rate base, so if they created a separate corporation even
if they use the same employees they could go to town’s like Hudson and they could
charge a management fee that didn’t impact the rate base.

Vice Chairperson Britton responded if the district buys the 3 regulated utilities and even
buys Southwood, buys all 5 components the district would own all 5.  The district could
actually make an agreement with the district owned Pennichuck Corporation to provide
the same services with the same people.  Dennis McCarthy stated if the district bought all
5, the district would have to honor the contracts that the corporation has.  The only time
those contracts fall apart is they only buy 3 and then we worry about the paper
corporation, but even then if we have the assets of what used to do that work why
wouldn’t we operate it right back.  Just like Mike stated, if it is a profitable way of doing
business we would certainly reconstitute and renegotiate those contracts to run if we had
the people.  

Karen White stated the people are the key.  Dennis stated this is an issue down the road a
ways and there isn’t much we can do now other than Mike’s statement that we want all 5
components, one of which we are going to spin off, the other of which we would honor if
we can.
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Mike Scanlon stated if you try to split the employees or whatever, I have a feeling you
will have weakened both companies and I have no desire to weaken Pennichuck as far as
the service that anyone in the district gets.  As Jay said, it is important that we are doing
something that is suppose to be a benefit for everybody that is the reason that we are here.
Together they work very well.  Pennichuck has to be doing something right they are a
profitable corporation.   Keep it intact as possible.

Fred Welch stated that there is one additional concern that should be factor into that.
That is all correct, but most of those little utilities the neighborhood subdivisions that
Pennichuck is managing now is because the Dept of Environmental Services stepped in
with the Public Utilities Commission and wanted somebody to run them, they had a
problem.  They couldn’t regulate them.  They couldn’t keep them operating properly, so
Pennichuck stepped in to fill in that gap and you are going to get an order from both
boards from both departments to do something with them whether you like it or not and
that is one of my biggest concerns because I have had to deal with a number of those
different utilities and they don’t operate viable without Pennichuck stepping in.

Karen White commented that one question that had been asked regarding c) retention of
the employees is, could they really become a smooth transition to employees of the
district.  I did a little research, if we were a district and they became our employees, they
do not have to be in the state retirement system they can keep their existing retirement.
#2 under RSA 273-a: 8 this governs the labor relations board.  The employees of
Pennichuck could keep their own existing collective bargaining unit that they have now
transitioned to the district by petitioning the labor relations board to certify their existing
union as their representative.  There had been some concern about would they have to
switch unions and become part of another union, not if they were employees of the
district.  Finally, they would be subject to the labor relation’s board as public employees.
Those were some of the questions regarding could they really become employees of the
district and keep their same salary class, benefits, retirement etc.  It appears that yes they
can.

Vice Chairperson Britton responded thank you Karen and now the last part of this Mike,
#2.  Mike stated that is really where we have been going which is to purchase this as a
regional utility.  Vice Chairperson Britton asked if there are any additional items that
anyone has considered critical elements.   A critical element could also be the cost.  We
have to do enough background research and appraisals of the system to be able to put
forth a reasonably sound bid.  As part of an addendum to the Rizzo report, we did have a
consultants determined value for each of the five components.  An appraisal was done of
the five components and it is still confidential information, but that was done and even as
part of the proposal that has been put together to buy Pennichuck water works at this
time, there was some additional analysis done on costing.  I think this is a strong
component and you must be able to defend your numbers to the ratepayers and your
district members.

Jay Minkarah wanted to add that Merrimack had already submitted the issues that we
considered to be less critical to the group.  I am certainly going to pass these on to our
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board of selectmen and I think it is safe to say that I couldn’t imagine that you see any
significant disagreement on Merrimack’s part with the issues that you have raised.

Vice Chairperson Britton asked if we had accepted Merrimack’s, I might have missed
that meeting.  Karen White stated that was submitted several months ago.  We didn’t take
any action.  Jay stated he submitted it in June.  Karen stated we didn’t formally take any
action on it.  Vice Chairperson Britton asked the committee what is your pleasure on the
receipt of these critical elements from Merrimack and now from Bedford.  Vice
Chairperson Britton stated that I think the intention was to approach Nashua with these
critical elements.  Karen White stated that was her understanding.  Vice Chairperson
Britton stated and ask them to consider them in the negotiations.  Jay Minkarah stated
that was not Merrimack’s intention, our intention was to make this whole group aware of
Merrimack’s concerns with the overall process, not necessarily specific to Nashua’s
unilateral moves, but we wished to make everyone aware of what our interests are in this
process.  

Vice Chairperson Britton asked again what is the pleasure of the committee.  Andrew
Singelakis stated what is the purpose of this; let’s say this doesn’t happen in Nashua’s
negotiations.  Karen White suggested that the implication might, nothing in stone it might
be if an offer is submitted by Nashua and accepted by Pennichuck that dramatically
differs from this, the election of one or more of the communities here might be to not
accept it and speak in opposition during the PUC proceedings.

Vice Chairperson Britton stated that he can bring these critical elements right to the
Mayor and Brian McCarthy, I can make this happen tomorrow.  If this is what the
committee wants.  Frank Byron made a motion:

The Committee accept the recommendations from Bedford of August 28,
2003 and have this presented to the Mayor and the Alderman of the City of
Nashua.  Seconded by Dennis.  Discussion.  All those in favor.  Unanimous
vote.

Vice Chairperson Britton stated he would get this out tomorrow.  Vice Chairperson
Britton summarized some action items:

1.   Fred Welch from Pittsfield will send Karen White some money receiving
         Methods and that will be distributed for review ASAP within a few days.

2. Karen White will draft memo for Marilyn’s signature concerning the
Towns we have not heard from and also the Town’s we have heard from
asking about their contribution in 2003 and contribution in 2004.

3. I will bring these critical elements that have been stated in Mike Scanlon’s
memo to the Mayor and the Board of Alderman ASAP.
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4. Ken Massey will also try to resurrect the amount of money Hudson spent to
acquire Southern New Hampshire and send that to Karen.

Dennis McCarthy commented on the action we just took the letter that we have is
certainly very clear that this is Mike’s opinion and maybe not Bedford’s per se, but we
just made it this working committees opinion also.  Would it make sense to redraft this
tomorrow morning changing it to now say that this is the position of this committee as
opposed to the way it reads now which is that it is Mike’s and would that assist when we
give it to the Board of Alderman, so it is no longer just Mike going in there carrying the
full weight of this committee.

Karen White stated you are right because it could be distributed to others and they would
not understand that this committee had adopted it. 

Vice Chairperson Britton stated that is a good point.  Karen would you wordsmith that for
the committees approval.  Karen asked if Vice Chairperson Britton if he would like it
hand delivered.  Vice Chairperson Britton stated it should go to Marilyn first.  Dennis
stated we don’t need to act on it again, I think we just take out as Mike very carefully said
as Bedford’s representative again and again.  

Vice Chairperson Britton asked if there were any other action items that he missed.  

The meeting was adjourned at 8:50 p.m. on a motion by Mike Scanlon and seconded by
Mary Jeffery.  Motion passed unanimously.

Submitted by:  Jane O’Brien
#16196
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