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Why do the mayor and Board of Aldermen wa t Pennlchuck Corp. t o  become a public 
utllltyl ' n 
Questions & Answers About 
Sunday, January 12, 2003 

By Brad Lrighton and Andrew Nelson 

City leaders believe a publicly owned watcr utility result in lower rates in the long term and wili 
aliow rssidents t o  have a yrzater say in the and management o f  the drinking water. 

Tuesday's Vote 

How will the tax rate be affected? 1 

The city plans to buy the company with so-calied rdveriue bonds, not the typical general obligilticin 
bonds. Revenue bonds would be paid with the reve/)ue from Pennichuck customers. 

I n  short, when people pay their water bill, they willibe paying back the borrowed money. 

What about water rates? i 

Rates a re  expected to increase in the future wheth r under pvblic ownership or as an investor- 
- ~ w n e d  company. 

3i ty  consultants determined that rate Increases wodld likely be less under publ~c ownersli~p. 

HoT~ever,  company orticials ccntest the consultant' numbers. They argue that since the city would 
have to pay back the initla! purchase price and the are proposing same $20 million more in capital 
:!xpenditures than the company, those casts wlll passed cn to  the ratepayers. 

@hat are the advantages of Philadelphia SuQu ban Corp. acquiring Pennichuck? t 
Lorripany officials say Philadelphia Suburban is larg r, so it can buy water utility supp\ies such as 
rna:r.s, meters and hydrants in bulk, lowering the p 

3 a t e  law details 113'~ rnunicip~litles acquire an exis water system Shall the r e s~ lu i ion  of the 
and i ts assets. The law governirlo the or-ccess is F,S Gaard of Aldermen adopted 

on Novembera 26, 2002 
If t h e  voters approve, the  mayor  rrwsi notify the determining tha t  it is 

- lie j say overnead costs, t x h  as viater-testing lab 
:is1 be spread across a larger customer base. In Ballot question 
;(>I ~pany mast  satisfy Inves~ors, it drives them to This is text the ballor 

pl vately owned utilit:es. 
Fo exampk ,  there tend to be  fewer ernplcyees per 

? Jhat happens if the questJon passcs? 

custornsrs in quescior! 

cmsider in a special 
electioi~ ur. Tuesday: 
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within 30 days and identify the property the city intends to acquire. 

Pennichuck will have 60 days from the receipt of tf e city's letter to  
reply. I 
If Femichuck says it is not interested or' does not 
: h ~  city may proceed to acquire with the company 
1Jtili;ias Commission fixes a price, 

If Pennichuck responds favorably, it must provide t e city with the 
prize, terms it is wi!ling to  accept and a scheduJ,e. h 
The city and Pennlchuck may then negotiate a pric 
both parties. 

I f  the c i ty  and Pennichuck 
two parties can petition the PLlC to 
the public interest, and to 
property to be acquired by the  city, 

A'iihin 99 days of the PUC decision, the Board of Al ermen must vote 
q~hethcr to accept the  PUC decision, b 
How a b o u t  i f  the  question fai ls? 1 

expedient for the City to 
establish a water works 
systern E n d ,  i n  order t o  
establish such water works 
system, to acquire al! or a 
portion of the water works 
system currently s e ~ i n g  
the inhabitents of the City 
and others be corlfirrned? 

A YES vote rneavs that the 
City may continue t o  
pursue acquisition of the 
Penr~ichuck water system 
under the procedures 
outlined in RSA 38. 

A NO vote means that the 
City may not acquire the 
water system now, and the 
issue may mt be submitted 
to t he  voters ayairr for at 
least two years. 

The state law governing the eminent domain mandates that if voters: reject the ballot 
question, the city must wait two years before for voter approval agaln. 

What about the Pennlchuck and Philadelphia $"burban merger? 

7316 process continues at the PJC, as the state reg !ators conslder the rrrerits of the proposed 
m-rger. U 
Dmrnents  submittad by tne city detail a list of res r izt ior~s ir wants to see Imposed If the merger 
goes through. t 
The restricticns include halting land sales, a 10-yilar guaranteed rate  for customers, banning the 
construcxion of any water-bottling plant and ellmln tlng the city's $1.68 million annual hydrant 
rental fee. I 
Will t h e  city operate the water utility? What about t h e  regional water district? 

Aldt2rmen and the mayor have Indicated a preferen e for a regionai authority t~ oversee the 
catnoany. C 
State ~ c w  allows rnunicipblitie; to erlter ints a joint bperating agreement, but ic oms not allow a 
rcgiozal authority to  borrow money. 

!-o:D! state 1egislato:s plsn to introduce a bill t o  chalnge that. 

The rity, nlang with a dozen or more i c m m ~ n l t l e s  erved by Pen~~i r f r i l cG,  wii i  r ixpt ia te  tkrnmakeup 
cif t t ~ :  reyjonal authority In th; upcoming months. 1 



In the interim, city leaders have said the city wmld hire the employees of Fsnnichuck to rur! the 
plant, under the auspices of the Board of Aldermen., 

Pittsfield Aqueduct Cu., a subsidiary of Pennichwk dorp., serves Pittsfield. 

What is the breakdown of communities served 
I.e., how many towns are there and how many 
each? 

Pennichuck East Gtility, a subsidiary of Penr~ichuck crp., provides services to Litchfield, 
I-ondcrnderry, Windhanl: Pelham, Atkins~n, Sandow , Raymond, Derry, Plaistow anci Hooksett. 

by the system, Learn More 
customers in ~n archlvc of t h e  

Telegraph's coverzge 
re-gaar_d i ~ g - t h e  -5a le ..of 

Nashua residents make 88.4 percent of Pecnichuck followea by Amherst (3.3 
percent), Deny  (3.3 percent) and Bedford (1.9 perc con~rnunities make u; less 
thar, 1 percent of the connections. 

Pennichuck Water Works, a s)-rbsidiary of Pennichuc' Corp., provides Pg-~nj&-t,&-C~_rp~ 
senvce ta Nashua, Arnherst, Flerrimack, Milford, Ho !Is, Bedford, 
Deny, Plaistow, Epping, Salem, Newmarket and Ty I gsborough, Mass. 

How will r a t e s  be set under Philadelphia ~ u b u d b a n  ownership? How wlil they be set 
under mun i c i pa l  ownership? 

Philadelphia Suburban would be rilquired to PLJC for a ra te  inoease, just like 
Pennichuck does now. A publiciy owned from PUC cversight, except if it 
cnarges different rates to custorne!~ in 

If Philadelphia Suburban wants t o  buy Pennichuck for about  $95 million to $lOD naillion, 
why does the city need t o  bond $167 mil l ion? , 

In  .nort, it doesr't. The $167 million figurz comes m a recommended botd amount proposed by 
t he  city's consultants. It assumes a $100 a nil lion cost, some 937 mill~ori for capital 
w.penditures, $16,6 million to pay the firs: two on the bond, $l,S million in w o r k i ~ y  
capital, abaut $2.4 million in bookkeeping and and $10 millien ill a stabilization 
fund. 

Tne $167 miilion figure could change. The acqu!sitiob cost could ctmr~ge, o: the ciiy may decide not 
to bond some OF the other cos';s such as the $16,6 qillion for the first hvo years' interest. 

W i l l  the result of Tuesday's vote have any bearfng on the purchase Issue before the  PUC? 

If Tuesday's vote is  s~cces s fu !  but the PUC still the Philadelphia Suburban 
merger  in February, can the clty continue t o  nu them, or initiate eminent 
domain proceedings? If t h e  city had to buy or  t company from Philadelphia 
Suburban, wil; it cost more? 

7'he city can continue its bid to take the util-ty if the ctkers say so, regijrdless of whe ther  ihc! PUC 
nppro'vcs t h e  Philzdelphia Sclblrrban bid, v 



City officials seem to  believe it would be more exp to  bay the system from Fhiladelghia 
Suburban, but PUC officials say this is not 

How would Pennichuck stockholders be affcctbd? 

It's hard t o  say a t  this pcint. f f  t h  city's bid for the utility proceeds to an eminent dsna ln  taking, 
then the PUC woclld determine what price would fai  1 iy compensate the ~! t i l i ty 's shareholders. 

How would Pennichxk execc~tives and board benef~t financial:y if Philscelpt?ia Suburbar! 
took over the  system as opposed to  the city 

Aside from Pennichuck President Maurice Flhiladelphla Suburban 'ooaqd, 
ne~ther  Pennichuck executives nor board a Philadelphia Suburban 
takeover ES executives or board in :he company t h q  would 
bznefi t  the same as the other shareholders. i 

Some Pennlchuck executives were given retention 
them with the company whiie it i~ sold to Phiiadelp 
those bonuses wou!ci remain no matt.er who 
system. 

'Afuuld whoever owns t h e  system be subject to the same 
federal water standards? 

Yes. Federal law mandates that water quality 
safety standards whether under private 
ownership. 

What happened to  the land holdings of Pennlc uck? Ho.w 
moth remains? 4 
Pennichuck owned 1,990 acres of land at one time i t h e  watershed, 
according to the consultants. f 
In  i983,  the firm transferred 1,086 acres to ~ o u t h w b c ~ d ,  t he  real 
estate arm of the company. The company sold s c n ~  
Setwen lG84 and 2001. Of that land some 
developed, company officials say, Other land 
conservation easements or to the city. 

City leaders believe tne remaining watershed In Nas uil has Seen so 
developed that the clty has tn  acquire land Frvrn Corp. to 
9rorect tne  drinking water, 

WHERE TO VOTE 
Here /s s //.st of pollir~g 
places for Tutsday's 
electifin. Po!& will ne open 
from 6 a.m.-i3 p.m. 
Ward 2; Broad Street 
School, 390 Broad St. 
Ward 2: Cha-lot& Avenue 
Schoo!, 4E Charlotte hve. 
Ward 3: Amherst Stres 
Sct~coi, 71 A,mherst St. 
Ward 4: Ledge Street 
Schuol, 139 Ledge St.  
Ward 5: Main Dur!stable 
Elemcntary Scnool, 20 
Whitfcrd Road. 
Ward 6: Fairgrounds 
Junior High School, 27 
Cleveland St. 
Ward 7: Dr. Norman W, 
Crisp School, 50 Arlington 
St. 
Ward 8: Bicentennial 
Elelnentary School, 296 E. 
Dunstable Road. 
Ward 9: New Searles Road 
School, 33 Shady Lane. 

Company officia!~ say there art! only 36 acres of Pennichuck l a ~ d  remaining in Nashw that could 
be developed, but there are 270 acres of Jeve!opab; I lend In l<errimack. 

A few years ago the city negfitlated with P~nnichuck and i ts land developnlent par tnw to  acquire 
250 acres in t h e  northwest section of the city for $2 mlliion. 

The city is p ~ r s u i n g  t h e  acquisition of an additional 01 acres a t  thk time, and \ + d l  contini;e to 
pursua a c q ~ i r i t i o n  of watershed land, city officials 



Company officials say there are 509 acres of "crXic I" watershed land i ts  the company's hands, but 
t ha t  land is under conservatiort easements and will $ ever be developed. 

How would munlclpal ownership affect the sy b m ' s  r-elationship with Hudson, which 
owns its w a t e r  utility but contracts with Pennqchuck to run It? 

City leaders are reviewing wheth~r  m e  of the asse of Pennichuck to  be acquired is the sevlce 
contract department. T 
What assets the city must acquire may determined by the PUC. 

B Would approving the ballot question on Tuesd 
system? 

y compel the city to buy t h e  water 

It does nat requite the city to acquirs the water sys 
Aldsmen to proceed with the negotia:ions with Pen 
the assets. 

If I vote Yes o n  Tuesday, but later decide t h a t  
system, what recourse do 1 have? 

The final decision will rest with the Board of tllderm 

A resident can losby the  aldermen with phone calls, 
dtging aldeymen to  vote against t he  boilding resolu 

Like all resolutions approving borrowing n o n s y ,  a p 
5 2  required. I t  would take a two-thirds majority of 1 
company. 

- Ccmplled by Telegraph staff reporters Brad Leiyht 
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em. It requires the mayor and the Board of 
lichuck executives or petitiur~ f x  the taking of 

:he city is paying too much to acqulre the  

n after the negations are complete. 

letters, speaiciny at  aldermanic msetrngs and 
on. 

~blic hearing t y  the Board of Aldermen would 
le board to harrow money to pay for the  

r~ and Andrew Nelson. 


