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Summary: Why the Board of Selectmen
recommends favorable action

Enables us to manage the delivery system of a critical
resource

Eliminates the shareholder; ratepayers are first and only
priority

Provides greater ability to protect the watershed

Makes fiscal sense now ... and even greater fiscal sense in
the future

Allows for greater financial and operational transparency

Does not raise taxes or compete with capital for other
projects
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Background on our Water Company

e Incorporated in 1879 by a group of
Hingham residents

ACTS
RESBOLVES

eneral @ourt of FMassachusells,

* Founding statute gives Hingham
citizens the right to purchase the
water company at any time

— Essential municipal service

e Privately-owned since incorporation
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Reasons Hingham initiated feasibility study in 2012

e Dissatisfaction with the management and maintenance of our
water system

5th highest water rates in the state
“Break/fix” water main strategy
Impact on stressed watershed

Lack of coordination with Town roadbuilding program

e Recognition that a private owner’s
first responsibility is to its
shareholders and not to ratepayers

e Ownership changes after decades
of stability
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What We Learned

* 96% of MA water

systems are run
by public
agencies

We are the only
privately-owned
water system of
our size in MA

Serviced by publicly owned companies

Serviced by Aquarion MA/Eversource:
18,772 customers

Serviced by other privately owned companies:
12,988 customers
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What We Learned

e Our water system hasn’t been sufficiently maintained

— Aquarion has replaced less than 1/3 of what its own capital study
recommends for aging water mains

Service Area A — Historical Water Main Feet Replaced
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What We Learned

e QOur roadbuilding program has been compromised by
emergency street openings for water main repairs

— 22% of rehabilitated streets have had to be opened for “emergency
water repairs”

— Some streets have been opened more than once
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What We Learned

* The role of the Department of
Environmental Protection
(DEP) in controllmg water o ST
supply and regulating water Department of |
quality does not change Environmental Protection ,,"7:..?

(MASSDEP)

:r'\'

The DEP assists communities MaceDER it resoon o e
ass is respon5|ble.for ensurfng clean air and water, safe
who purchase their water s e

preservation of wetlands and coastal resources.
system

Same plant
. (]
Aquarion has a legal “good Same operating standards

husbandry” obligation to Same quality requirements
provide service until the ST TS TSTING
acquisition is completed
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What We Learned

Whether private or public, all costs of running a water
company are paid by water customers (ratepayers)

Municipal ownership eliminates some costs that don’t affect
water service (Federal and state taxes, Profit, Rate-filing
costs)

Municipal entities have lower borrowing costs

— Hingham Aaa vs. Aquarion Baa2 ~ 2% or 200 basis points
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What We Learned

e Water companies are profitable

The DPU sets rates that allow privately-owned utilities to earn a profit

Aquarion’s most recent DPU rate case authorizes a 10.5% annual
return for Aquarion Water Company

Aquarion Water Capital also makes a profit (unregulated) by leasing
the water treatment plant to Aquarion Water Company)
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What We Learned

Municipally-owned water companies are generally funded
through an Enterprise Fund — no direct impact on taxes

Municipal ownership costs are highest in the first 30 years of
ownership

— Paying principal + interest on acquisition debt

Municipal ownership costs are significantly reduced when
the acquisition debt is retired (“mortgage paid off”)
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What We Learned

e Financial savings to
ratepayers from Town
ownership ~ $1.5 million
per year over 30 years

Comparison of Annual Rates

— Including purchase cost

==AQUARION

After 30 years, annual ; —rown
ratepayer savings ~ $7.4 |
million per yea r 2019 2024 2029 Forefiiiears 2039 2044 2049

— “Mortgage is paid off”

Savings mean lower and slower rate increases; more
money available for capital investment
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What We Learned

e Taxes won’t go up as a result
of buying the water company

— Revenues collected will pay all
the operating costs including the
debt service on the acquisition
debt

e Purchasing the water company
won’t compete with projects
such as Foster School

— Debt for water company does
not “count” against debt limit
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What We Learned

e The purchase price as of 4/22/2019 is approximately $108
million

— Based on the statute and the court ruling, the purchase price
increases by $3 - $4 million each year

e As “self-supporting” debt, the water acquisition bonds will

not be counted against the Town’s debt limit

Per the Town’s Financial Advisors: “The total amount of
additional debt required to fund capital projects planned by
the Town is comfortably within the Town’s debt limit, and all
other credit fundamental credit factors held constant, they
should not have a negative impact on the Town’s credit
ratings.”
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What We’ve Learned

e Aquarion has spent over $2.7 million in public relations
from 2013 - May 2018

Aquarion Water Company of Massachusatts, Inc DU, 1760
oF r

U, 1750
Exti: Toursa 4-18, Atachment J DATE ACTIVITY SR R R AMOUNT

Next Generation Strategies, LLC May 21, 2018 H.0. Phiips
18 Shipyard Drive Parscn Fissponenie. | man 11162017 Public Affairs. B, Rosg BN ). Wadd3.75
Ste 24 Page 6 of &1 y: Calls to ing thary Page 65 of B1
Hingham, MA 01 send emails to selectmen in oppostion 10 takeover;

qg?u?s.pgns i Communications: Social media scan (11/16/2017)

lane@nexigen-strategies.com MN82017 Public Affairs Consulting

hm;'-wwwiexlgen-stgralag-es com Legislative + Regulatory: call w/ T. Mayo, Town of Hingham

' ) re: BOS appeal vote; draft amail to J. Conner ra: BOS

appeal vote; A s call with ra:

BOS executive session, Communicaions: Call w/ writer re:

INVOICE infrastructure story, (11/16/2017)

BILL TO INVOICE # 1138 11N72017

John Walsh DATE 041052017 nnz2017 [Public Affairs Consulting

Aquarion Water Company - MA DUE DATE 05052017 Project Management: Review emails and enter data into

800 Main Streat TERMS Met 30 waler ip database; C ions: calls to

Hingham, MA 02043 confirm latter to editor submission (11/17/2017)

2 1mnr207 Public Affairs

Legistative + Regulatory: Txt wi J. Conner re: BOS
Appellate i y: draft
emai to J, Ginsberg re: advocacy tactics; Community
Relations: draft emails to supporters. (11/17/2017)

ATE iy v F g 111e2017

0332017 Public Affairs Consulting 13,124.75 13,124.75 ez Public Aftairs Co "“M'“W‘m
Govemment Relations, Community commurications. (1 |’-‘|8-‘20I?]
Relations, Communications, and Political
Management for Hingham Acquisition 1172002017
Campaign Public Affairs

ars2nT Public Affairs Consulting 12,289.50 12,289.50 Grassroots Advocacy: phone calls 1o targeted group:

Govemment Relations, Community

Relations, Communications, and Political

Management for Hingham Operations.
a7 Public Affairs

Government Relations, Community

Relations, Communications, and Political

Management for Hingham Rate Case

Thank you for yous business.

1,344.00

BALANCE DUE

1,344.00

M/202017

11202017

112172017

n212017

identify people to send letters 1o Selectmen wurging them 1o
stop takeover efforts; Project Management: Stalf meeting
with dient to discuss next steps; conference call with BLM
(11/20:2017)

PPublic Affairs Consuiting

Team call re: upcoming phone bank. Review lists,
database and script. (11/2002017)

Public Affairs Consulting

Campaign Management: Team mesting re: grassroots
advocacy tactics; draft outline for campaign plan
presentation lor Eversource; call w/' J, Walsh re: campaign
plan; Communications: monitor local media outlets; draft
grassroots communications; Research + Database: HMLP
opposition research. (11/2002017)

1121207

Public Affairs

Puolitical Management: Attend and obsarve Selactmen
meeting conceming appeal of valuation determination;
Communications: Social media scan; Data and Research:
Manipulate and enter supporter ist and email contacts
(121207

Public Affairs Consulting

Prep and make phone calls to Hingham outreach targets.
Follow up report to G. Lane, J, Ginsberg re: same,
(117212017}

Next Goneration Stateges, LLC

* Source: DPU File Room. Excludes expenses identified for Oxford, Millbury
April 2019




Expense Comparison:
Initiation of Feasibility Study through June 1, 2018

Initial Study S 118,139 UNKN
Litigation: Legal S 910,486 UNKN
Litigation: Expert S 408,601 UNKN
Litigation: Administrative S 34,619 UNKN

Public Relations 0 S 2,762,447*

Total

* Source: DPU File Room. Excludes expenses identified for Oxford, Millbury
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Preparing for Transition

Met with DEP and other communities which recently
purchased their water system

Engaged former DEP Commissioner to assist Town with
transition

Created Water Superintendent job description

Requested roll forward of purchase price from Aquarion to
4/22/19

Coordinated financial transaction with Town Financial
Advisors, Town Bond Counsel, and Town Finance team
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Transition

e If Town Meeting votes “yes” on 4/22:
Issue Request for Proposal for
water system operator
Hire Water Superintendent

Prepare documents for
bond issuance

Establish Transition & Evaluation
Committee and Citizen Advisory Board

e Aquarion will continue to operate the water system under its
legal “good husbandry” obligation

e Town will work with the DEP to complete regulatory transition
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Day 1 Structure

/ Citizen \

Advisory Board

Five residents from
Hingham (3), Hull (1), and
Cohasset (1). Appointed
by the Hingham Board of
Selectmen with
recommendations from
the Hull and Cohasset
Boards of Selectmen.
Multi-town, public
volunteer body subject to
MA Open Meeting Law,
MA Public Records Law,
and State ethics rules
Advise on rate setting and
citizen
complaints/concerns

* Uncompensated

Hingham Board of Selectmen
As Water Commissioners

Town Administrator

\volunteers /

Water System
Operator

Capital
Vendor(s)

/ Transition and \

Evaluation
Committee

Appointed by
Moderator and Board
of Selectmen

Advise Water
Superintendent
Assist with transition
tasks

Identify and evaluate
structural and

governance options /

Relationship with Hull and Cohasset will be memorialized in a memorandum of understanding.
Employee and vendor contracts have been incorporated into the Town’s financial model and are supported by water rates.
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A Few Words About Water Commissioners

Hingham is one of 41 cities and towns in MA with a medium-sized water
system (~ 13,000 connections)

Every municipality in this cohort except Hingham runs its water system
as a department of the municipality (or in 2 cases by a water district and
the employees of that district)

38 cities/towns in this group except Hingham govern the water system
through the Executive Branch of government — Mayor or Board of
Selectmen (2 water districts elect or appoint commissioners)

Who are these municipalities? Places like Agawam, Attleboro, Chicopee,
Falmouth, Gloucester, Lexington, Needham, Plymouth, Tewsbury, and
Weymouth

Hingham will have two levels of technical expertise in water operations
— a licensed Superintendent and a licensed operating company
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Warrant Articles

e 10:

— Approve the purchase of the water company (requires
2/3 majority)

e 11:

— Authorize the Board of Selectmen to act as water
commissioners (requires majority)

e 12:

— Establish water system Enterprise Fund and budget
(requires majority)

e 13:

— Authorize transition costs (requires majority)
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Information Resources

e Hingham-ma.gov: Quick Link to
Water Acquisition Documents
Presentations

Q&A documents

— Feasibility study documents

e Town Government meetings on
Harbor Media

Advisary Wakar Cambanv Sub Com

2019-02-27 Advisory Water
Company Sub Committee

Home s Govemment s Commitiees M - Z» Water Company Aoguisition Study Committea »
Documents

Documents

2019 Town Updates and Q&A Documents
February 8. 2018 - Andersen Tax Presentation
Fabruary 8, 2019 - Andarsen Ta - Town Modal (Exoel file)
Fabruary 8, 2019 - Andersen Tex - Aquarion Modal (Excel file)
January 31, 2015 Water Company Acguisition Trensition Presentstion
January 31, 2018 WCASC Recommendation Vote Summary Prasentation
January 10, 2018 - Barry Dunn Report to the Town
January 10, 2015 - Andersen Tax Presantation to the Town

2018 Town Updates and Qé&A Documents
o September 25, 2018 - Statement fram Town Administrator regarding RFF
o September 11, 2018 - Financial Model Reconcliation Presentation
e Septermnber 11, 2018 - Govemance and Cperations Presentation
August 13, 2018 - Water Company Acquisition Financing Presentation
August 7. 2018 - Water Company Acquisition Engin
August T, 2018 - Watar Comgany Acquisition Enginesring QEA
July 10, 2018 - Water Company Acquisition Background
July 10, 2018 - Water Comgany Acquisition Background Q&R
July 10, 2018 - Water Company Acquisition Financial Update
July 10, 2018 - Water Company Acquisition Financial Update Q&A
July 10, 2018, Aquarion vs. Town Qwnership Cast-Comparison Model (with
July 10, 2018, Agquarion vs. Town Cwnership Cost-Comparison Model {with

July 10, 2018, Aquarion vs. Town Cwnership Cost-Comparison Model (with WRIM through 2021} {Excel
Fila}

July 10, 2018, Aguarion vs. Town Ownership Cost-Comparison Model with WRIM through 2021} (PDF)

L el L - 1-0
Yaler Eﬂmmnyﬂcﬂimﬁn Stud 2 45 43

2019-01-23 Water Company
Acquisition Study Committee




We Can Do Better

Manage the business with greater
transparency

¢ _the town has introduced electric
lighting for the benefit of its citizens,
Reduce the amount and frequency and neither to make money at their

of rate increases expense nor to furnish light at
less than cost ..??

PSS

-Hingham Municipal Light Board,
1895.

Fix the mains faster than Aquarion

Improve coordination with Town
Departments

Ratepayers are first, and only,
priority

We are happy to answer your questions
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