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Questions & Answers About

Sunday, lanuary 12, 2003
By Brad Lelghton and Andrew Nelson

EW HAMPSHIRE

Tuesday’s Vote

Why do the mayor and Board of Aldermen ;Nant Pennlichuck Corp. to become a public

utility?

City Ileaders believe a publicly owned water utility w

il result in lower rates in the long term and wili

aliow rasidents to have a greater say in the decisions and managemant of the drinking water.

How will the tax rate be affected?

The city plans to buy the company with so-calied re
bonds. Revenue bonds would be paid with the reve

in short, when people pay their water bill, thay will
What about water rates?

Rates are expected to increase in the future whethe
awned company.

Zity consultants determined that rate Increases wou

However, company officials centest the consultant's
have to pay back the initla! purchase price and they
sxpenditures than the company, those costs will be

Whnat are the advantages of Philadelphia Subu

Jompany officials say Philadelphia Suburban is largs
ma:ns, meters and hydrants in bulk, lowering the pe¢

~ hey say overnead costs, suciht as water-testing labd
tls. be spread across a larger customer base. In ad
cot.ipany must satisfy Investors, it drives them tc g
Fo. exampie, there tend to be fewer emplcyees per
pi:vately owned utilities.

vWwhat happens if the question pusses?

state law detalls now municipalities acquire an existing water system
and its assets. The law governing the precess is RSA 38,

if the voters approve, the mayar musi notify the uti

http://wnww nashuatelegraph.com/print. asp? Articlel D=
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venue bonds, not the typical general abligaticn
we frormn Pennichuck customers.

be paying back the borrowed money.

r under public ownership or as an investor-

itd likely be less under public ownership..

numbears. They argue that since the city would
are proposing same $20 million more in capital
passed on to the ratepayers.

ban Corp. acquiring Pennichuck?

er, so it can buy water utility supplies such as
2r-unit cost.

vratorias, would
dition, since the
reater efficiency.
customers in

Ballot question

This is the text of the ballot
question voters will
consider in & special
election on Tuesday.

Shall the resclution of the
Board of Aldermen adopted
on November 26, 2002

ity In writing determining that it is

7150684 SechionID=25&SubSectionl... 1/14/2003
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within 30 days and identify the property the city int

Pennichuck will have 60 days from the receipt of th
reply.

If Pernicihiuck says it is not interested or does nat respond in time,
the city may proceed to acquire with the company after the Public

Utitities Commission fixes a price.

€ city's letter to

|
e eTe s

20 0D Do D T

raye <« viJ

ends to acquire. expedient for the City to

establish a water works
systern 2nd, in order to
establish such water works
syster, to acquire all or a
portien of the water works
systerm currently serving
the inhabitants of the City
and others be confirmed?

If Pennichuck responds favorably, it must provide the city with the

price, terms it is willing to accept and a schedule.

The city and Pennichuck may then negotiate a price acceptable to

both parties.

If the city and Pennichuck fail to reach an agreeme
two parties can petition the PUC to determine if the

nt, either of the

A YES vote means that the
City may continue to
pursie acquisition of the
Pennichuck water system
under the procedures

acquisition is in outlined in RSA 38.

the public interest, and to determine the price, terms and extent of

property to be acquired by the city.

Nithin 90 days of the PUC decision, the Board of Al
whether to accept the PUC decision,

HHow about if the question fails?

dermen must vote

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

The state law governing the eminant domain process mandates that if veters reject the ballot

juestion, the city must wait two years before askin

g for voter approval agaln.

what about the Pennichuck and Philadelphia Suburban merger?

The process continues at the PUC, as the state regulators consider the merits of the proposed

merger.

Documents submitted by the city detall a list of restriztions it wants to see imposed If the merger

goes through.

The restrictions include haiting land sales, a8 10-year guaranteed rate for custormners, banning the
construction of any water-bottling plant and eliminating the city's $1.68 miilion annual hydrant

rental fee.

Will the city operate the water utility? What about the regional water district?

Alderman and the mayor have Indicated a preference for a regional authority to oversee the

company.

State iaw allows municipalities to enter into a joint
regional authority to borrow moeney.

rocal state legislators plan to introduce & bill to cha
The city, along with @ dozen or more communities g

of the regional authority In tha upcoming months.

http:/fwww.nashuatelegraph.com/print.asp?Articlel D=

perating agreement, but it does not allow 2

nge that,

erved by Pennichuci, will negotiate the makeup
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In the interim, city leaders have said the city would
plant, under the auspices of the Board of Alderman.

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

Pennichuck Water Works, a subsidiary of Pennichuc)
service to Nashua, Amherst, Merrimack, Milford, Ho
Deérry, Plaistow, Epping, Salem, Newmarket and Tyn

Pittsfield Aqueduct Co., a subsidiary of Pennichuck (

Pannichuck East Utility, a subsidiary of Pennichuck ¢
L.ondanderry, Windham, Pelham, Atkinscn, Sandowr

Nashua residents make 88.4 percent of Pennichuck
percent), Derry (3.3 percent) and Bedford (1.9 pearc
tharn 1 percent of the connections.

How will rates be set under Philadelphia Subur

under municipal ownership?

Philadelphia Suburban would be required to petition
Pennichuck does now. A publiciy owned water utility

charges different rates to customers in differant cam

The board that oversees the water utility, either the
would set the water rates.

uesudy 3 vy UIo

hire the emplayees of Pennichuck to run the

by the system,
customers In

Learn More

An archive of the
Telegraph's coverege
regarding_the sale of
Pennichuck Corp.

x Corp., provides
lls, Badford,
gsborough, Mass.
rorp., serves Pittsfield.

Lorp., provides services to Litchfield,
, Raymond, Derry, Plaistow and Hooksett.

connections, followea by Amherst (3.3
ent). The remaining cominunities make up less

ban ownership? How wlll they be set

tha PUC for a rate increase, just like
is exempt from PUC cversight, except if it
munities.

regional authority or the Board of Aldermen,

If Philadelphia Suburban wants to buy Pennichuck for about $95 million to $100 million,

why does the city need to bond $167 million?

In .hort, it doesp't, The $167 million figurs comes from a recommended bord amount proposed by

the city's consultants. Tt assumes a $100 million acq

uisition cost, some $37 million: for capita

evpenditures, $16.6 million to pay the first two years’ interest on the bond, $1.5 million in working

capital, abaut $2.4 million in bookkeeping and trans
fund.

The $167 million figure could change. The acqulsitio

action costs and $10 million in a stabilization

n cost could chanae, or the city may decide not

te bond some of the other costs such as the $16.6 million for the first two years' interest.
Will the result of Tuesday's vote have any bearing on the purchase issue before the PUC?

No.

appraoves the Philadelphia Suburban
gotiate with them, or initiate eminent
ake the water company from Philadelphia

If Tuesday's vote is successfu!l but the PUC still
merger in February, can the clty continue to ne
demain proceedings? If the city had to buy or t
Suburban, wil} it cost more?

The city can continue its bid to take the utilty if the
approves the Philadelphia Suburban bid,

voters say so, regardless of whether ihe PUC

http://www.nashuatelegraph.com print.asp? AniicleID=7 [ 506 & Secron] D=25& SubSectionl... 1/14/2003
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City officials seem to believe it would be more expensive to buy the system from Fhiladeiphia
Suburban, but PUC cfficials say this is not necessarily true,

How would Pennichuck stockhiolders be affected?

It's hard to say at this peint. If the city's bid for the utility proceeds to an eminent domain taking,
then the PUC would determine what price would fzirly compensate the utility's shareholders.

How would Pennichuck executives and board members benefit financially if Philzcelphia Suburban
took over the system as opposed to the city taking pver th2 system?

7

Aside from Pennichuck President Maurice Arel getting a place on the Philadeiphia Suburban board,
naither Pennichuck executives nor board membars would benefit fram a Philadelghia Suburban
takeover &s executives or board members. However, as shareholders in the company they would
benefit the same as the other shareholders.

Some Pennichuck executives were given retention bonuses to keep \WHERE TO VOTE
them with the company whiie it ic sold to Philadelphia Suburban, but

. . Here /s a list of pallin
those bonuses would remain no matter who eventually owns the 1 p 7

places for Tuasday’s

system. election. Folls will be npen
from 6 &.m.-8 p.m.
Would whoever owns the system be subject to the same Ward 1: 8road Street
federal water standards? School, 390 Broad St.
Ward 2: Charlotte Avenue
yYes, Federal law mandates that water quality adhere to the sarne School, 48 Charloie Ave.
safety standards whether under private ownershlp ar pubiic Ward 3: Amherst Strest
ownership. Scheoi, 71 Amherst St
ward 4: Ledge Streat
What happened to the land holdings of Pennichuck? How School, 139 Ledge St
much remains? Ward 5. Main Dunstable

Efementary School, 20

Pennichuck owned 1,990 acres of land at onie time in the watershed, Whitferd Road.

according to the consultants. Ward 6: Fairgrounds
Junior High School, 27

In 1983, the firm transferred 1,088 acreas to Southwoad, the real Clevelan.d st.

estate arm of the company, The company sold scme 796 acres Wgrds7. Drl. N%rf?.n W,
between 1€84 and 2001. Of that land some 430 acres have been g;'SP chool, 50 Arlingten
developed, company officials say, Other land was sold as y

conservation easements or to the city. g;;:‘ﬁag'iggzgrzgs .

City leaders beli t7 ini hed | shua has _ Dunstable Road.
City leaders believe the remaining watershed in Nashua has been s0 .1 d a: New Searles Road

developed that the city has to acquire land from Pennichiuck Corp. to Schoo!, 39 Shady Lane
srotect the drinking water, ’ '

Company officials say there are only 36 acres of Pennichuck land remiaining in Nashuea that could
be developed, but there are 270 acres of developable land in Merrimack.

A few years ago the city negotiated with Pannichuck|and its land developmient partner to acquire
250 zcres in the northwaest section of the city for $2 mittion.

The city is pursuing the acquisition of an additlonal 101 acres at this time, and wi'l contintie to
pursue acquisition of watershed land, city officials say.

http:f/www.nashuatelegraph.com/orint.asp? ArticlelD=71506& SectionlD=25&SubSectionl... 1/14/2003
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Company officials say there are 500 acres of "critical" watershad 1and in the cornpany’s bandgs, but
that Jand is under conservation easements and will hever be developed.

How would munlicipal ownership affect the system’s relationship with Hudson, which
owns its water utility but contracts with Pennichuck to run It?

City leaders are reviewing whether cne of the assets of Pennichuck to be acguired is the service
contract department.

What assets the city must acquire may eventually be determined by the PUC.

Would approving the ballot question on Tuesday compel! the city to buy the water
system?

It does not require the c¢ity to acquire the water system. It requires the mayor and thz Board of
Aldermen to proceed with the negotiations with Pennichuck executives or petition for the taking of
the assets.

If I vote Yes on Tuesday, but later decide that the city is paying too much to acquire the
system, what recourse do I have?

The final decision will rest with the Board of Aldermen after the negations are complete.

A resident can lobby the aldermen with phone calls, |letters, speaking at aldermanic meetings and
urging aldermen ta vote against the banding resolutjon.

Like all resolutions approving borrowing moneay, a public hearing ty the Board of Aldermen would
ba required. It would take a two-thirds majority of tne board to borrew money to pay for the
caompany.

- Compiled by Telegraph staff reporters Brad Leighton and Andrew Nelson,
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