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Via Electronic Mail and Hand-Delivery

Ms. Debra A. Howland

Executive Director

New Hampshire Public Utilities Commission
21 S. Fruit St., Suite 10

Concord, NH 03301-2429

Re:  DW 12-346; Petition for Financing
Recommendations of Bedford Three Corners Owners Association

Dear Ms. Howland:

On behalf of Bedford Three Corners Owners Association (BTCOA), intervenor in the
above-referenced docket, I hereby submit an original and six copies of its recommendations as
provided in the revised procedural schedule issued by Secretarial Letter on March 20, 2013.

By way of background, this docket involves the proposed refinancing of Bedford Waste
Service Corp. (“Bedford Waste” or “the Company”), a sewer company serving approximately 78
customers in the Three Corners subdivision located in Bedford, New Hampshire. By its petition
and supporting testimony, the Company seeks authority to combine the following amounts into
a single obligation in the amount of $170,000 payable to the Company’s sole shareholder, Robert
S. Lamontagne: (1) accounts payable of approximately $28,000, the majority of which was
owed to a company owned by Mr. Lamontagne; (2) approximately $30,000 in three overdue
semi-annual loan payments on an existing note issued to Mr. Lamontagne in 2000; and (3) the
outstanding principal balance of approximately $112,000 on that existing note to Mr.
Lamontagne. The proposed new note provides for interest at the same rate as the existing note,
8%. The term of the proposed new note is 15 years.

BTCOA respectfully asserts that the proposed financing should be rejected because the
Company has not met its burden of showing that it is in the public interest. Specifically, the 8%
interest rate contained in the new note is not commercially reasonable. Evidence produced
during discovery demonstrated that Centrix Bank was prepared to provide the proposed
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financing at a rate of 4.75%, fixed for five years and adjustable thereafter. See BTCOA 1-32,
Supplemental Response, attached hereto as Exhibit A. In addition to the fact that there is no
indication that Mr. Lamontagne made any effort to obtain fixed rate financing at a rate that was
higher than 4.75% but lower than 8%, even an adjustable rate financing may well have been
beneficial given that it would have provided customers with a 325 basis point advantage for the
five years when the loan balance was the highest. In other words, interest rates would have to
rise above 11.25% for a period of more than the second five years of the loan in order for the
Centrix loan to be disadvantageous. While the Company’s response to Data Request BTCOA 1-
32 suggests that Mr. Lamontagne did not proceed with the loan because it required a personal
guarantee, that explanation makes little sense given that the loan now being proposed would put
him fully at risk for non-payment. Instead, the loan as proposed allows Mr. Lamontagne to pay
his affiliate and earn a near equity level of return in addition. In addition to an equity-type return
on his investment, Mr. Lamontagne will also benefit substantially from the lower risk associated
with the fact that his principal will be returned to him in regular payments over the term of the
loan, along with the 8% interest provided for. As an affiliate transaction, the proposed
refinancing warrants the Commission’s particularly close scrutiny. Accordingly, BTCOA
respectfully requests that the Commission reject the proposed financing and condition any
approval on the Company’s proposing a financing at an interest rate that is more comparable to
the 4.75% that appears to be available in an arm’s length transaction.

BTCOA has additional concerns regarding whether all of the costs proposed to be
financed in the foregoing transaction are appropriate for recovery through rates. While BTCOA
recognizes that the Commission’s review of the prudency of specific costs incurred by a utility
may more properly be considered within the context of a rate proceeding, it respectfully asserts
that the Commission’s consideration of this issue is also proper in this case because the costs at
issue are included in the amount the Company is seeking approval to finance. In particular,
BTCOA is concerned that certain fees charged by Stephen St. Cyr in the amount of $8,790 that
are being financed by the note and are for services billed to the Company in connection with the
rejuvenation and vent installation project (see attachment to response to Data Request Staff 1-3)
are not covered by the Company’s management contract with Mr. St. Cyr. See attachment to
response to Data Request BTCOA 2-1. In fact, there appears to be no contract between the
Company and Mr. St. Cyr relating to these services, nor any documentation of any kind that sets
forth the hourly rate, description of these additional services, other material terms, or otherwise
demonstrates the reasonableness of the amounts incurred.

BTCOA'’s participation in prior dockets dating back more than a decade demonstrates
that it is an active, knowledgeable and motivated owners’ association that has consistently sought
and continues to seek information about the waste water system that serves its members,
including system engineering and design, system repair and maintenance and the Company’s
plans for the replacement of the system’s aging fields. It continues to intervene in these
proceedings in order to protect its members’ critical interests in the system, i.e., both public
health related and in protecting the value of their homes. BTCOA’s members have been
frustrated with the service they have received from Bedford Waste and the lack of
communication from the Company regarding basic matters of concern, such as ongoing
maintenance plans, members’ responsibility to maintain equipment located on their premises and
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anticipated capital improvements. The financing being proposed in this docket could have and
should have been undertaken in a far more collaborative manner and in consultation with the
BTCOA board.

In addition to requesting that the Commission condition approval of the loan at a lower

interest rate if the financing is going to be provided by Mr. Lamontagne to repay his own
company, BTCOA also respectfully requests that any order issued in this proceeding direct the
Company, on an on-going basis, to:

1.

Physically inspect the leach fields on an annual basis, perform any necessary routine
maintenance as a result of the inspection and provide a detailed written report of such
inspection to the BTCOA board and the Commission staff;

Provide a copy of all recorded plans of the system, including updates showing any
repairs or changes to the system to the BTCOA board,

Provide a copy of all records relating to the sewer-related equipment located within
the homes of the residents of Bedford Three Corners subdivision to each homeowner
and the BTCOA board, so the board and its members will have the information
necessary to maintain such equipment;

Provide, by way of bill inserts, a summary of maintenance activities for the previous
billing cycle as well as maintenance activities anticipated to be performed in the
upcoming billing cycle, including but not limited to pump replacements, tank
pumping, and improvements to leach fields;

Provide a door tag or similar document to homeowners following the completion of
any work performed on a homeowner’s property describing the work performed;

Require that the Company or its contractor mark, at the time of the next scheduled
pumping for each septic tank in the system, the location of the septic tank opening
and that such markers be flush with the ground;

Consult with the BTCOA board prior to performing any maintenance, repairs or
construction to the system reasonably expected to cost in excess of $5,000;

Provide the BTCOA a list of the date of the last pump installation and the
manufacturer and model of the pump for each of the 78 homes in the Bedford Three
Comers subdivision, and provide the information specific for each home to the
appropriate customer so that homeowners can estimate and properly plan for the costs
of a replacement pump; and

Provide to each customer educational materials, such as a fact sheet, describing the
sewer-related equipment located in and on each homeowner’s premises, how to
maintain the equipment properly and what steps to take in the event of an emergency.
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The issues and recommendations raised in this letter directly relate not only to the project
for which the Company is secking financing approval in this docket, but also to the continued
financial and technical viability of the sewer system servicing its homes and the costs anticipated
to be incurred by customers. The system faces critical infrastructure and financing issues in the
coming years, and customers will in addition likely incur substantial associated costs for
equipment located on their premises. BTCOA desires to ensure that it and its members are in the
best position both to understand those issues and to be proactive in protecting their interest in the
system that serves its community. On behalf of its members, the Board greatly appreciates the
Commission’s attention to this matter.

Very truly yours,
C () S

Carol J. Holahan

cc: Service List (via electronic mail)
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September 4, 2012

Bedford Waste Services Comp.
P.0. Box 2400
Biddeford, ME 04005

RE: Refinance
THIS IS NOT A COMMITMENT

Dear Steve:

Thank you for allowing Centrix Bank (hereinafter “Bank”) the opportunity to review the commercial
banking needs of Bedford Waste Services Corp. ! am confident you will find us to be directly
focused on meeting the banking needs of companies like Bedford Waste Services Cormp. with the
highest level of customer service and professional expertise. On behalf of the Bank, | am pleased to
submit the following terms and provisions for your consideration.

BORROWER

Bedford Waste Services Corp.

GUARANTORS

The Bank will require the guaranty of Robert Lamontagne and any other beneficial owner of 20% or
more of the Borrower, if applicable.

TYPE

Term Loan

AMOUNT

$166,000 v\ Y4 5rp 4,-,,%_*&( e WHEH}

TERM

The term loan shall have a fifteen (15) year term.

1 Atwood Lane, Bedford, NH 03110 ° centrixbank.com . 603-647-4446 e 800-483-0220
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AMORTIZATION / REPAYMENT

The term loan shall amortize over fifteen (15) years.

INTEREST RATE(S)

A five (5) year adjustable rate loan set at the Federal Home Loan Bank of Boston (FHLB}) five (5) ALyt o
year rate plus 2.75% with a minimum rate of 4.75%. The FHLB rate changes daily and your rate f;—*'g
would be set at the day of closing. Based on today's rate, your rate would be 4.75%. Ay

LOAN FEES
$500 loan origination fee would be due at closing. i &
Yoo - Lo

The Borrower would be responsible for the payment of all costs incurred by the Bank to document,
close and perfect its security interests on the proposed loan(s) whether or not the loan closes.

COLLATERAL

The Bank shall have a first security interest in all assets (including an assignment of rents) of the
Borrower.

PURPOSE

To provide a term loan to pay off an existing note with Robert Lamontagne and finance the
rejuvenation of the leach field.

PREPAYMENT PENALTY

None

DEPOSIT ACCOUNTS

The Borrower agrees that Centrix Bank would be its primary depository Bank.
FINANCIAL AND OTHER COVENANTS

The Borrower shall comply with the following covenant:

Debt Service Coverage (DSC) to be a minimum of 1.20 times, measured on an annual basis.
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This is the expected financial covenant for the facility described in this letter at this time. As the
transaction progresses, this may be further negotiated, modified, added to or subtracted from.

FINANCIAL REPORTING

Borrower agrees o deliver the following to the Bank:

1. Copies of the Borrower’s federal tax retum and Annual Report filed with the Public Utilities
Commission on an annual basis would be required.

2. Copies of alt new PUC orders would be required.

3. Copies of alt new tarifis would be required.

Steve, we look forward to establishing a commercial banking relationship with Bedford Waste
Services Corp. | am confident that you will find the Bank's operating philosophy in line with your
company's and that the Bank's products and services are commensurate with your operational
needs. As we discussed, we would be able to respond to your request very quickly and issue a
potential commitment in a very short ime frame. If the foregoing terms and conditions are
acceptable to you, please advise. | can be reached at 603-606-4731. If not, { would be glad fo meet
with you fo further discuss and refine this proposal. 1 will contact you personally in the next few days
to review this and to proceed forward.

Thank yoy for considering Centrix Bank.

' ()

Wayland C. Elwood
Vice President






