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Utility's cost depends on m; 
Feday, J.?nJlQ' 10, 2003 

Dy BRAD LEIGHTONt Telegraph Staff, Iei~htonbStelegraph,: 

I'JASHUA - Typically, whcn someone c o n ~ l d e r s ~ b u ~  
cosc?" 

The same is  true fsr the proposed city acquisition 

Since Philadelphia Suburban Corp.'s stock-f3:-st91 
then $100 million might seem lke a reasonable r;: 

but a rnunicipel purchase wouls' be an outright bu  
Maurice Arel, the company's president arid chief e 

7 s  accept any city offer, Pennichuck would first h; 
nzrecment with PhTladelphia Suburban, which czr 
fee written into tha; agreement. Pennichuck v:oulc 
be included in  the price for a rnur~icipa! takeover, 

Pennichuck would alsls as4 that its sharchulders t; 
cepita! yaiirs taxes,. he ssid, Since t h e  Philadelphi; 
Pennicnuck rherehoiders wobld not be subject to 

I n  2 public purchase, however, the stcck wculcl bt 
force a capital gains tax on shareholde:~. 

Pennichuck would have to reimburse its fir~ancial I 
on the financc company's contract with the utility 
onto rhe city, Arsl sald. 

The company could also ask thtt its stockholders 
Fennichuck stock, since those ezrnings would not 
teking of their prcperty, said Stcphen Densberger 

Ward 5 k!derman Brian McC?rthy, who chzirs t.he 
said the city would dispute these costs. If the pur 
P~lbllc IJtllltIes Commlsslon decide.; it is in the put 
purchase price 2nd wh~ti-ier these additional cost! 

k quick survey cf sorr,e other public takcovcrs  of  
settkmerit price is ofter! betwecn tvm to foil. t imi t  
value in this case is the charehdder's' investrrient 

Fai exampls, an individual's twrne rnortgzgc i n ~ l c  
err:ount still owed the bank in principzl. Ad3 then- 
h o m e ,  It's ciifferen'r then "r:!srket :~a!ile," v h i c h  i s  

E W  H A M P S  W I R E  

my issues 
&-.corn_ 

ing sornc:l?ing, the Erst question IS: "What bvlll it 

)f Pennichuck Corp., the local water company. 

c cffer Is between $95 rniliiun and $106 million, 
rnbsr, 

out and that carries additional costs, sald 
:zcu:ive officer. 

re to  d~ssolve its Learn More 
e5 a $2.5 n-d!l!on AJ:. rc t!i:ve..vJ-L!~e 
ask that the fee ~ct-egraph~s coverage 
,re1 said. raaardlng the s a l ~ o f  

reimbursed for 
SuSurtlan affe!- is a stock-fw-stuck t r a3~ :  
capital gains t a x  in thet deal. 

bougt~ i  and drssolved. T t ~ t ,  in  eWect, would 

dviser, SG B3rr Devlin, scme $1.5 m i l l im  based 
Company oYrclals vloilic! ask that cost be passel 

be compensated for future earnings on the 
,e realized because of tibe smlnent domair, 
the company's executive vice president. 

3ldermanlc ccmmittes on the proposed purchase, 
hase goes to eminent dcrnair~ and the  state 
ic interest, then the PUC would determine the 
are Included. 

,rivr?te. wztet' compariies show that the final 
; the "n3t bool: value" of the ccmpany. The  book 
n tiia company - -  the eqdity - plvs t n ~  daht .  

les thc aniount p3id off - t he  equ!ty - ~ r - ~ d  the 
together an3 it gives y;lu what wes peid for the 
the price the crcpzrty v;w!d fetch if it \%;as put 



on the market today. ~ 

For example: ~ 
Looking at previous sales of water utilltie? gives an 
municipal takeover. 

n Last year, the clty of Tndianapolls bought its weted utility from the Indiana-based energy 
company NiSource for $522.5 million, or about thre times the book value reccrded in federal 
Securities and Exchange Commlssion filings. f 

Idea cf how much Pennichuck might sell for in a 

n Last year, Fernandina Beach, Fla,, bought Its wat r system fram the Florida Public Utilities Co. for 
$24.6 million, or 4% times book value. , 

n I n  2001, Salisbury, Mass., bought its utility from American Water Works Co. for $11.5 
million, a little less than twice the book value, said Klima, a retired lnwyer who sat an the 
town's water committee. 

I I  I n  1986, the Massachusetts towns of Oedham an Westwood bought. their utility for $8.5 nillicn, 
which was a little less than twice the book value, Nan Crossland, executlve director of t!je 
Dedharn-Westwood Water Distrlct. 

Fwt!~ichuck's book value is about $58 mlllion - $27 millicn in debt cr~d  $31 miliion i i :  equity. So, 
usir~g the book value rule of thumb, the utility coul cost anywhere betweerl $116 million to $232 
rni?lion. 4 
K1in.a seid the ratio of book value to final purchase brice can vary great.1~ from utility t o  r~ti l l ty and 
fro1 .) state to state. 1 

'Ihe New Hampshire Public Utilities Commission has indicated that i t  wouldn't necessarily 
include any damages to Philadelphia Suburban. little legal precedent in New Hampshire 
that would guide the PUC as to  what Is a nnd what isn't, said Gary Epler, the 
PUC's general counse!. 

"I1 1 cautlor. against directly cornpariig bouk value versus purchase price," he said. "All you are 
t~ .4rtg tn get  a t  is a fair market value for t he  utility. What the final purchase price is often 

,'The commission would need to hear arguments on both sides and then make a ruling," he said. 

d2terrnined by state laws on the public purchase of 
rjone before the state's PUC." 

;: is impossible to say now what the PUC would er consider legitimate cornperlsstion to  
Permichuck stockholders in a public taking of the c said Mark Naylor, director of the 
commission's gas and wilter divisions. 

a utilit)! as well as previous cases thst have 

"In my 12 years wlth the commission, wa really na  had any eminent domain t a k i n ~ s  of 
utliltiss, We h a w  one right now with the city oi Be the hyuroelacttlc p lmt  there," tip 

said. 

tludsan bought its water utility from Consumers rzr Co, for $34.5 million in 3.898 and then sold 
off tbe non-Hudson asseb to Pendichuck for 

"Hudson did file a Chapter 38 (eminertt domain tak 
from Consumers New Hanipshlre. But then Pennichuck 
worked for all three. It never got  to the paint of us 
included." 

ng! wlier~ t h e y  were taking their water utility 
stepped in and they wvrked ou!: a deal that 

determining a price or what costs would be 


