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STATE OF NEW HAMPSHIRE 
BEFORE THE 

PUBLIC UTILITIES COMMISSION 

City Of Nashua: Petition For Valuation Pursuant To RSA 38:9 

Docket No. DW04-048 

UPDATE TESTIMONY OF 
GEORGE E. SANSOUCY AND GLENN C. WALKER 

Please state your names, business addresses and positions. 

My name is George E. Sansoucy, P.E. My business address is 279 Main Street, 

Lancaster, New Hampshire 03584. I am a consultant and my firm George E. Sansoucy, 

P.E., LLC has been engaged by the City of Nashua ("City") to advise it on matters 

concerning the City's proceeding to acquire the water utility assets of Pennichuck Water 

Works, Inc. ("PWW). 

My name is Glenn C. Walker. My business address is 32 Nimble Hill Road, Newington, 

New Hampshire 0380 1. I am employed by George E. Sansoucy, P.E., LLC as a 

consultant specializing in the appraisal of special purpose utility and electric generating 

facilities for governmental agencies and institutional clients throughout the country. 

Have you previously submitted testimony in this proceeding? 

Yes, on January 12,2006 and May 22,2006 and May 22,2006. Mr. Sansoucy also 

submitted testimony on November 22,2004. 

What is the purpose of your testimony today? 

The purpose of our testimony is to provide the Commission with an update of our 

previously filed testimony, reports, and exhibits and to provide a methodology that the 

Commission may use to reconcile the value arrived at in our original testimony for 



December 3 1, 2004 with the value of the facility as it currently exists or when the 

Commission finds a value for the property owned by PWW. 

How was your testimony organized? 

Our testimony provides a brief summary of the update testimony and exhibits being 

presented to the Commission. In addition, we provide a summary of the valuation 

methodology we utilized along with a method the Commission may use to "true-up" our 

value based on additional improvements that PWW has made to the property since our 

original valuation testimony was filed. We also provide support for our original valuation 

testimony based on depositions taken of PWW experts and demonstrate that PWW's 

valuation expert's estimated future earnings or cash flow growth is inconsistent with 

other PWW experts and the internal projections by PWW. Finally, we provide a revised 

rate path based on new rate filings made by PWW with the Commission that supports our 

conclusion that the acquisition is in the public interest. 

Please summarize your valuation testimony. 

On January 12,2006 we provided a summary of our valuation testimony and an appraisal 

setting forth the value of the PWW system as of December 3 1,2004. As set forth in our 

appraisal report and testimony submitted on January 12,2006, we considered all three 

methods of valuation widely recognized in appraisal of utility property, i.e. the cost 

approach, the sales comparison approach, and the income capitalization approach. Each 

of these approaches to valuation was considered in light of available market data, 

industry trends, and other information to arrive at an indication of value using each 

approach. Our appraisal report sets forth detailed information concerning these factors 



and how they influence the value indicated by each approach. The market value was then 

determined by reconciling the values indicated by each of the three approaches. Based on 

our analysis presented in our appraisal we concluded the following: 

The value of PWW assets indicated by the cost approach was $104 million. 

The value of PWW assets indicated by the sales comparison approach was $89 

million. 

The value of PWW assets indicated by the income capitalization approach was $80 

million. 

As discussed in our report, we gave no weight to the cost approach and reconciled the 

sales comparison and income capitalization approaches to $85 million. 

Has the PWW system experienced additions to property, plant, and equipment that 

would result in a greater value today as opposed to the value found as of December 

31,2004? 

In general, yes. The PWW system has experienced significant capital additions and 

additional depreciation, amortization, and retirements associated with the water treatment 

plant as well as PWW's continued spending under its capital investment plan in property, 

plant, and equipment associated with the water distribution system. It is important to note 

however, that since December 3 1,2004, the market for water companies such as PWW 

appears to have declined from its highest in 2004 resulting in generally lower values or 

multiples for water companies in the marketplace. We have not attempted to quantify that 

reduction in value. 

Have you analyzed the impact of these additions as they relate to your value? 



Yes. In reviewing our appraisal and these property additions we have concluded that the 

property, plant, and equipment added since December 3 1,2004 should be added to the 

value found in our appraisal as of December 3 1,2004. We believe that the combined 

value is a good indicator of the property, plant, and equipment that comprises the PWW 

system at this time. 

Have you prepared a new appraisal as a result of this analysis? 

No. 

How 610 you propose the Commission should reconcile between your valuation of 

December 31,2004 and the present? 

As the Commission will establish the fair market value of the property sometime in the 

future, we have developed a logical method that could be used to establish a value as of 

the Coimmission Order date that would reflect the value of the system but avoid the 

requirements of preparing a new appraisal as of that date. As set forth in our testimony on 

January 12,2006, we propose that property additions made since December 3 1,2004 be 

added to the fair market value determined by the Commission in the same amount as their 

contriblution to rate base. We further propose that the Commission measure this increase 

by determining the difference between rate base value as of December 3 1,2004 and rate 

base as of the Commission Order. The difference between these two figures represents 

new adtiitions since December 3 1,2004, with some minor adjustments for property 

removed from service and depreciation. The use of the method is considered reasonable 

as the property, plant, and equipment additions are new and their cost is the best 

reflection of their value to the PWW system. 



Have you analyzed the impact on your valuation for property, plant, and equipment 

additions since December 31,2004? 

Yes. 

Would you please summarize how these property, plant, and equipment additions 

impact the value found for December 31,2004? 

The change in rate base between December 3 1,2004 and our projection under the current 

rate path indicates that between December 3 1, 2004 and calendar year end 2007 that 

approximately $54,000,000 will have been spent on new property, plant, and equipment. 

This figure is calculated using the pro forma rate base in Schedule A of NH PUC Docket 

DW04-056 and the 2007 rate base projection shown on line 7 of GES Exhibit 3 - Revised 

11/14/06 for 2007. For example, the fair market value of the PWW system as of 

December 3 1,2007, would be the sum of our December 3 1,2004 valuation of 

$85,000,000 and the $54,000,000 of new property, plant and equipment, or a total of 

$1 39,000,000. 

Do you have any additional comments with respect to the valuation submitted by 

the experts for PWW? 

Yes. In our May 22,2006 testimony we criticized PWW's valuation expert for assuming 

an earnings and/or cash flow growth rate of 2% for the system post 2009. In his January 

12,2006 testimony, Mr. Reilly explained his use of a 2% rate by relying on PWW's 

"projected growth, long-term growth rate, historical increases in consumption and 

population served by the PWW system and interviews with PWW management." Direct 

Testimony of Robert F. Reilly, pg. 35 lines 9-1 1. 



Regulated utilities such as PWW, however, experience earnings growth through 

capital expenditures which measure their rate base and rate increases. Earnings growth 

without capital expenditures will cause a regulated utility to over earn on its rate of return 

and will result in a rate adjustment. 

In spite of Mr. Reilly's reliance on a 2% long-term earnings growth rate, he does 

not project any increase in capital expenditures after 2009 in his income capitalization 

approach. Exhibit 2 1 RFR- 1 . 

However, although his direct testimony states that the 2% growth rate was based 

on PWW's projected growth rate and historical increases in consumption and customer 

growth, at his deposition on June 27,2006, Mr. Reilly justified such a growth rate on 

"inflation only and no real growth." GES Exhibit 36, Excerpt from Deposition of Robert 

F. Reilly, p. 18, line 23. Inflation is discussed nowhere in his testimony or his valuation 

(RFR- I). 

Notwithstanding Mr. Reilly's testimony, it is evident from the Revenue 

Requirement Analysis performed by John Guastella that it is impossible for PWW to 

have a growth rate of 2%. JFG-1, Schedule B, reflects a declining rate base for the period 

2009 to 201 5. When questioned about the declining rate base at his deposition on July 28, 

2006, Mr. Guastella testified that any plant additions were netted out by depreciation and 

C.I.A.C. The following colloquy then occurred. 

Q. But you, even with that netting out you still have a declining rate base 

though? 

A. Not even with, because of it you have a declining rate base. 

Q. But the rate base is declining from 2009 through 201 5? 



A. Slightly, yes. 

Q. Okay, if rate base doesn't grow doesn't it also follow that net earnings are 

not going to grow? 

A. Well, net earnings are going to be a combination of rate base as well as 

rate filings and rates of return and future cost of capital, so it's - but 

steadily - I mean, typically all other things being equal a declining rate 

base would result in a declining earnings; all other things being equal. 

If Mr. Guastella is correct that there will be a declining rate base, then it is not 

possible to also have a 2% long-term growth rate. The two are mutually exclusive. There 

is a direct contradiction in the testimony of PWW's two main expert witnesses. 

Q. What is your reaction to the testimony of these witnesses? 

A. In reviewing the depositions of both Robert F. Reilly and John Guastella we agree with 

Mr. Guastella that rate base is anticipated to be stable or declining from the period around 

2009 through 2015 which would make it virtually impossible for PWW to realize 

earnings growth because without an increase in rate base from capital expenditures there 

would be no basis for PWW to receive rate increases that would increase earnings or cash 

flows. 

In addition to being contradictory, Mr. Guastella's conclusion that rate base will 

decline, the 2% growth rate relied upon by Mr. Reilly is simply not supported by any of 

PWW's historical data. 

Finally, it is important to understand that use of such a growth rate permitted Mr. 

Reilly to arrive at a $248.4 million value for the assets of PWW which is twice the 

enterprise value of PWW's parent, which includes PWW, as of December 3 1 ,  2006. 



Without the 2% growth rate, as we previously testified, Mr. Reilly's analysis would have 

resulted in a value of $89 million, almost identical to the value we derived. See GES 17 

Q. Does that conclude your testimony on valuation? 

A. Yes. 

Q. Have you also updated your Revenue Requirements Analysis? 

A. Yes, we have updated seven of the exhibits we provided in our January 12,2006 

testimony. Our updated exhibits are identified as follows: 

GES Exhibit 2 -Revised 11/14/2006 

GES Exhibit 3 - Revised 11/14/2006 

GES Exhibit 4 - Revised 1 1/14/2006 

GES Exhibit 5 - Revised 1 1/14/2006 

GES Exhibit 6 - Revised 1 1/14/2006 

GES Exhibit 7 - Revised 11/14/2006 

GES Exhibit 10 - Revised 1 111 412006 

Q. What changes were necessary for this analysis? 

A. Through discovery we have learned that several of the categories of expenses contained 

in PWW's Annual Reports which we relied on in developing the Revenue Requirements 

Analysis set forth in our January 12,2006 testimony were either understated or omitted. 

We have adjusted those expense categories. 

We have also updated these exhibits to include the effects of PWW's requested 

rate increase (DW06-073) and the additional rate increase that will be necessary as a 

result of its continuing capital program. 

Q. Did you prepare an exhibit that summarizes the documents you used to update your 

testimony and the changes to your exhibits? 

A. Yes. These are summarized in GES Exhibit 37. 

Q. What impact have these changes had on your Revenue Requirements Analysis? 



Most of the changes were relatively minor and did not have any significant impact. 

PWW's cost of operation has, however, increased dramatically since our last review. 

These additional costs have increased the spread between the Company's and the City's 

revenue requirements. They are reflected in the revised Exhibits. 

What conclusions have you drawn from the updated Revenue Requirements 

Analysis contained in the GES exhibits for this testimony? 

It continues to be our opinion that because of Nashua's lower cost of operation (almost 

$4 million annually) as a result of its contract with Veolia, the elimination of PWW's 

bloated administrative and overhead expense, the elimination of any return to 

shareholders, and Nashua's lower cost of capital, under City ownership ratepayers would 

pay significantly less for their water than they would under continued PWW ownership. 

Have you reviewed the Revenue Requirements Analysis of John Guastella in light of 

his deposition? 

Yes and we think in his rush to try to show that Nashua could pay $248.4 million, the 

value concluded by Robert Reilly, he has failed to account for or considerably 

understated the cost of issuing the notes and bonds he relies on and has failed to show the 

effect of such borrowing over the likely life of the notes and bonds. 

What do you mean? 

A prominent feature of Mr. Guastella's analysis is his reliance on "Revenue Anticipation 

Notes" (RAN). This is a misnomer. True, RANs would likely not be permitted under 

RSA 38 and RSA 33-B. Rather what Mr. Guastella utilizes is simple temporary 

financing. However, what his analysis fails to point out is that because each of these 

notes is a separate issue there will be additional issuance costs for each of them in 

addition to the issuance costs for the permanent financing. These additional issuance 

costs plus the lack of any principal payments in the first three (3) years will increase the 

amount of the debt service in the later years, particularly after 201 5, the final year of his 

analysis. The total cost to the City caused by increasing the issuance costs and forcing the 

payments of principal fkrther out will cause the City to require more revenues over time, 



especially after 2015. It is improbable that the City could pay $248.4 million for PWW 

and not raise rates beyond what PWW would have charged. 

Are there any other criticisms of Mr. Guastella's analysis. 

Yes. As Mr. Guastella points out in his deposition, PWW will experience a declining rate 

base for the period 2009 to 2015 and a declining rate base means declining earnings. As a 

result PWW will require rate increases that he has not accounted for. 

Finally, we note that Mr. Guastella, like Mr. Reilly, largely bases his analysis on 

the conclusion that the City could pay $248.4 million. While we disagree with that 

conclusion, we note that fair market value has nothing to do with ability to pay. As an 

example of this valuation truism, consider a house for sale with an asking price of 

$300,000. There are two interested buyers, Mr. Walker and Bill Gates. Even though Bill 

Gates has the ability to pay millions for the house, that fact does not mean that the fair 

market value of the house is in the millions. Rather, the fair market value is established 

by what similar houses in the marketplace sell for. If Mr. Gates and Mr. Walker find 

some feature of the house particularly appealing, such as the number of bedrooms, they 

might bid the price up because it meets their particular needs but they would be paying in 

excess of fair market value. And finally in a bidding war, Mr. Gates is not going to pay 

what he is able. Rather he is going to pay only $1 more than Mr. Walker's final bid. 

Does this conclude your testimony? 

Yes. 

10 
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GES EXHIBIT 36 

re 

CONDENSED 

D E P O S I T I O N  O F  R O B E R T  F. REILLY 

T H E  S T A T E  O F  N E W  H A M P S H I R E  

P U B L I C  UTILITIES C O M M I S S I O N  

* * * * * * * * * *  
* 

I N  T H E  MATTER OF: * 
* 

CITY OF N A S H U A  * 
* Docket No: DW-04-048 

and * 
* 

T A K I N G  O F  P E N N I C H U C K  * 
W A T E R  WORKS, INC. * 

* 
* * * * * * * * * *  

Deposition t a k e n  at t h e  law offices of McLane, 

Graf, R a u l e r s o n  & Middleton, 900 Elm Street, 

Manchester, New Hampshire, on Tuesday, J u n e  27, 

2006, c o m m e n c i n g  at 9:00 a.m. 

Manchester, NH 
FAX: (603) 623-6540 

CERTIFIED SHORTHAN 



GES EXHIBIT 36 17 

1 starting point, I looked at  the average of the flve 

2 years 2005 through 2009. So what happened is In 2010, 

3 my starting point has a mlnus 28 percent growth rate 

)4 in It. 2010 cash flow is 28 percent lower than 2009 

5 Is because 2010 Is the average of the five prior 

6 years, so In applying my growth rate -- and why I 'm 

7 mentloning this Is, as I said before, you always have 

8 to start out wlth the question, what am I applylng the 

9 growth rate to -- the very first thing I did In 

10 concluding what growth rate to use going forward Is I 

11 took the company's cash flow projection and subtracted 

12 a 28 percent haircut from that to get to a normalized 

13 level of cash flow In the year 2010. The base that 

14 I'm applying my growth rate to is the company's 

15 projectlons in 2009 minus 28 percent. So I've reduced 

16 the base by, you know, as I said, 28 percent. Then I 

17 had to look going forward, and there were just an 

18 awful lot of Indicators of growth from different 

19 demographic data sources, different analyses performed 

20 elther by the company or by other company's retalned 

21 investment banklng Rrms over the years whlch showed 

22 growth rates for relatlvely short periods ranging 

23 from -- I think the lowest I saw was one and a half 

18 

1 percent and the highest I saw was ten percent or 

2 something like that, and they all seemed fairly 

3 aggressive, and I did consider all of those factors 

4 and I dld consider what I think Is probably the most 

5 important factor whlch is regardless of what happens 

6 with real growth, either In customers, in  consumption 

7 or In capltal expenditures and revenues and allowed 

8 rates of returns, there's always going to be some 

9 Inflationary growth, and, back at  the end of 2004, I 

10 used a source that's In the work file called the Blue 

I 1  Chip Economists' Consensus and it lists about 30, I 

12 think, different economists' projections. Economists 

13 were projecting between two percent and three percent 

14 as a long-term inflation rate with no real growth and 

15 I basically used the low end of that range. 

16 Effectively In my analysis, I'm assumlng the low end 

17 of the range of Inflation only and no real growth 

18 although, you know, if you want to consider one polnt 

19 of real growth and one polnt of inflationary growth, I 

20 mean, I wouldn't argue with that, but what I'm trylng 

21 to do is really select the most conse~at ive or 

22 downward biased growth rate I could which really looks 

23 at lnflatlon only and no real growth. 

19 

1 Q. I n  arriving at your normallzed net cash flow 

2 for 2010, though, you do have to rely on the company's 

3 projectlons from 2005 through 20097 

4 A. Yes, absolutely, and In the form, that's 

5 pretty straightforward, the company's projections of 

6 2005 through 2009, and then I just take a straight 

7 average of those five years to get me to the starting 

8 polnt for 2010. 

9 Q. I s  this a copy of the projections that you 

10 were provlded? 

11 A. Yes. 

12 (Dlscusslon held off the record.) 

13 Q. What I understand these are, just so you 

14 know, are the Moody projections that were provlded by 

15 the company to give to  Moody In 2005 that they gave to 

16 you. 

17 A. Yes, they are. There are two sets of 

18 projectlons that look almost Identical. I n  fact, they 

19 do except the numbers are changed. So the company 

20 actually prepared two sets of projectlons that I 

21 understand they gave both of those to Moody, one of  

22 whlch -- in fact, I don't know if there's a label on 

23 here -- one of which was labeled the conservative 

20 

1 projection and one was labeled the -- I'm trylng to 

2 remember. It wasn't called best case but rather, most 

3 likely projedlon or something like that. 

4 Q. What did thls represent? 

5 A. These was the conservative projection. 

6 Q. And this Is what you used? 

7 A. Exactly. 

8 MR. UPTON: Why don't we have that marked as 

9 Rellly 2. 

10 (Rellly Exhlblt 2 marked for Identification.) 

11 Q. And It was from the projections that are 

12 contained In Exhlbit 2 that you developed what Is 

13 Rellly 1 but we're calllng Exhibit 21  from your 

14 report? 

15 A. Yes, slr. 

16 Q. Okay. I n  one of the data requests, we asked 

17 for notes or work papers prepared in the interviews 

18 wlth PWW Management reflecting the long-term growth 

19 rate of two percent. 

20 I s  this a copy of that data request and your 

21 response to It? 

22 (Document shown to the witness.) 

23 A. The first page certainly looks like the data 
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2015 

$102,325 

$1.535 

$608 

$5,385 

$96,940 

$547 

$97,487 

L 

Line 

1 

2 

3 

4 

5 

6 

7 

2016 

$122,485 

$1,837 

$728 

$6,113 

$116,372 

$569 

$1 16,941 

2010 

$105,299 

$1,579 

$625 

$2,301 

$102,998 

$450 

$103,448 

Description 
(All Dollar Figures in Thousands) 

Consolidated Rate Base (Input) 

Depreciation Difference for IRS verses PUC 
(Line 1 x 1.5%) 

Deferred Federal Income Tax (DFIT) 
(Line 2 x ,3961) 

Cumulative DFIT (Line 3 Summed) 

Revised Consolidated Rate Base (Subtract DFIT) 
(Line 1 - Line 4) 

Incremental Working Capital, Materials, and Misc. 
Added to Rate Base (Input Esc. at 4%) 

Final Consolidated Rate Base 
(Line 5 + Line 6 )  

2012 

$95,411 

$1,431 

$567 

$3,464 

$91,947 

$487 

$92,434 

2011 

$100,355 

$1,505 

$596 

$2,897 

$97,458 

$468 

$97,926 

2007 

$98,518 

$1,478 

$585 

$585 

$97,933 

$400 

$98,333 

2013 

$1 13,243 

$1,699 

$673 

$4,137 

$109,106 

$506 

$109,612 

2014 

$107,784 

$1,617 

$640 

$4,777 

$103,007 

$526 

$103,533 

2008 

$94,029 

$1,410 

$559 

$1,144 

$92,885 

$416 

$93,301 

2009 

$89,540 

$1,343 

$532 

$1,676 

$87,864 

$433 

$88,297 
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2024 

$130,587 

$1,959 

$776 

$12,175 

$1 18,412 

$781 

$119,193 

2023 

$138,036 

$2,071 

$820 

$1 1,399 

$126,637 

$751 

$127,388 

Line 

1 

2 

3 

4 

6 

7 

2025 

$162,269 

$2,434 

$964 

$13,139 

$149,130 

$812 

$149,942 

2020 

$126,474 

$1,897 

$751 

$9,003 

$1 17,471 

$667 

$118,138 

Description 
(All Dollar Figures in Thousands) 

Consolidated Rate Base (Input) 

Depreciation Difference for IRS verses PUC 
(Line 1 x 1.5%) 

Deferred Federal Income Tax (DFIT) 
(Line 2 x .3961) 

Cumulative DFIT (Line 3 Summed) 

Revised Consolidated Rate Base (Subtract DFIT) 
(Line I - Line 4) 

Incremental Working Capital, Materials, and Misc. 
Added to Rate Base (Input Esc. at 4%) 

Final Consolidated Rate Base 
(Line 5 + Line 6) 

2018 

$1 10,401 

$1,656 

$656 

$7,461 

$102,940 

$616 

$103,556 

2017 

$1 16,443 

$1,747 

$692 

$6,805 

5109,638 

$592 

5110,230 

2021 

$1 19,771 

$1,797 

$712 

$9,715 

$1 10,056 

$694 

$110,750 

2019 

$133,177 

$1,998 

$791 

$8,252 

$124,925 

$641 

$125,566 

2022 

$145,485 

$2,182 

$864 

$10,579 

$134,906 

$722 

$135,628 
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1 l~onsolidated Rate Base (Input) 1 $156,5621 $150,855) $186,168 

Line Description 
(All Dollar Figures in Thousands) 

2026 2027 2028 

4 Cumulative DFIT (Line 3 Summed) I 1 114,069) $14,9651 $16,071 

2 

1 Revised Consolidated Rate Base (Subtract DFIT) 
(Line 1 - Line 4) 

Depreciation Difference for IRS verses PUC 
$2,348 $2,263 $2,793 

(Line 1 x 1.5%) 

Deferred Federal Income Tax (DFIT) 
$930 $896 $I,lOt 

(Line 2 x 3961) 

I Final Consolidated Rate Base 
(Line 5 + Line 6) 

ti 

Note: All calculations rounded to the nearest thousand 

Incremental Working Capital, MateriaIs, and Misc. 
Added to Rate Base (Input Esc. at 4%) 

1 $8441 $8781 $91: 

GES EXHIBIT 3 - NASHUA - REVISED 11/14/2006 



GES EXHIBIT 3 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - YENNICHUCK WATER WORKS 

CALCULATION OF DEFERRED FEDERAL INCOME TAXES 
AND CONSOLIDATED RATE BASE 2007 - 2036 

onsolidated Rate Base (Input) 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 3 - NASHUA - RE VISED 11/14/2006 



GES EXHIBIT 4 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 4 - NASHUA -REVISED 11/14/2006 



GES EXHIBIT 4 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

GES EXHIBIT 4 - NASHUA -REVISED 11/14/2006 

14 
15 
16 
17 

Note: All calculations rounded to the nearest thousand 

Total Annual Bond Payments (From GES Exh-6 Line 3) 

Total Annual Interest Payments (From GES Exh-6 Line 4) 

Total Revenue Requirements (Line 2+3+4+5+6+7+8+9+10tI \ + I  3+15+16) 

$5,955 
$7,114 

$28,636 

$5,955 
$6,827 

$28,698 

$5,955 
$6,539 

$28,770 

$6,521 
$7,072 

$30,592 

$6,521 
$6,757 

$30,662 

$6,521 
$6,442 

$30,749 



GES EXHIBIT 4 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

2007 - 2036 

GES EXHIBIT 4 - NASHUA -REVISED 11/14/2006 

$7,867 
$6,28 1 

$35,481 

15 
16 
17 

Note: All calculations rounded to the nearest thousand 

Total Annual Bond Payments (From GES Exh-6 Line 3) 
Total Annual Interest Payments (From GES Exh-6 Line 4) 
Total Revenue Requirements(Line 2+3+4+5+6+7+8+9+10+11+13+15+16) 

$7,867 
$7,041 

$35,273 

$7,867 
$6,661 

$35,367 

$7,156 
$7,047 

$32,795 

$7,156 
$6,702 

$32,879 

$7,156 
$6,356 

$32,977 



GES EXHIBIT 4 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

Line Description Escalation 
(All Dollar Figures in Thousands) Rate 

2025 2026 2027 2028 2029 2030 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 4 - NASHUA -REVISED 11/14/2006 



GES EXHIBIT 4 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 4 - NASHUA -REVISED 11/14/2006 



GES EXHIBIT 5 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

UNADJUSTED BOND PAYMENT REQUIREMENTS 2007 - 2036 

GES EXHIBIT 5 - NASHUA -REVISED 11/14/2006 13 OF 29 



GES EXHIBIT 5 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

UNADJUSTED BOND PAYMENT REQUIREMENTS 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 5 - NASHUA -RE VISED 11/14/2006 



GES EXHIBIT 5 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

UNADJUSTED BOND PAYMENT REQUIREMENTS 2007 - 2036 

GES EXHIBIT 5 - NASHUA -REVISED 11/14/2006 15 OF 29 
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GES EXHIBIT 5 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

UNADJUSTED BOND PAYMENT REQUIREMENTS 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 5 - NASHUA -RE VISED 11/14/2006 

2036 Line Description 
(All Dollar Figures in Thousands) 

2035 2029 2033 2034 2030 2031 2032 
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GES EXHIBIT 6 - REVISED 11/14/2006 
REVENUE REQUIREMENTS - CITY OF NASHUA 

ADJUSTED BOND PAYMENT REQUIREMENTS 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

Line 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

GES EXHIBIT 6 - NASHUA - REVISED 11/14/2006 

Description 
(All Dollar Figures in Thousands) 

Total Beginning of Year Balance (Input) 

Total End of Year Balance (Line 1 - Line 3) 

Total Annual Bond Payments (Input) 

Total Annual lnterest Payments (Line 1 x 4.83%) 

Total Annual Expense (Line 3 + Line 4) 

Bond Payment Coverage Requirement (1.25 x Line 5) 

Bond Reserves Required (Line 8 - Line 5) 

Bond Reserves Retained (Line 8 x 25%) 

Bond Reserves Reinvested (Line 8 x 75%) 

2018 

$133,378 

$126,857 

$6,521 

$6,442 

$12,963 

$16,204 

$3,241 

$810 

$2,431 

2019 

$145,904 

$138,748 

$7,156 

$7,047 

$14,203 

$17,754 

$3,551 

$888 

$2,663 

2027 

$128,754 

$120,090 

$8,664 

$6,219 

$14,883 

$18,604 

$3,721 

$930 

$2,791 

2028 

$146,856 

$137,300 

$9,556 

$7,093 

$16,649 

$20,811 

$4,162 

$1,041 

$3,122 

2020 

$138,748 

$13 1,592 

$7,156 

$6,702 

$13,858 

$17,323 

$3,465 

$866 

$2,599 

2023 

$137,911 

$130,044 

$7,867 

$6,661 

$14,528 

$18,160 

$3,632 

$908 

$2,724 

2021 

$13 1,592 

$124,436 

$7,156 

$6,356 

$13,5 12 

$16,890 

$3,378 

$845 

$2,534 

2024 

$130,044 

$122,177 

$7,867 

$6,281 

$14,148 

$17,685 

$3,537 

$884 

$2,653 

2022 

$145,778 

$137,911 

$7,867 

$7,041 

$14,908 

$18,635 

$3,727 

$932 

$2,795 

2025 

$146,082 

$137,418 

$8,664 

$7,056 

$15,720 

$19,650 

$3,930 

$983 

$2,948 

2026 

$137,418 

$128,754 

$8,664 

$6,637 

$15,301 

$19,126 

$3,825 

$956 

$2,869 





GES EXHIBIT 7 - REVISED 11/14/2006 
REVENUE REQUIREMENTS 

DIFFERENCE BETWEEN PWW AND NASHUA 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 7 - NASHUA - REVISED 11/14/2006 

2017 

$38,970 

$22,786 

$16,184 

71% 

$30,662 

$22,786 

$7,876 

35% 

$8,308 

71% 

35% 

$64,692 

2016 

$38,973 

$22,786 

$16,187 

71% 

$30,592 

$22,786 

$7,806 

34% 

$8,381 

71% 

34% 

$56,384 

2014 

$35,373 

$22,786 

$12,587 

55% 

$28,698 

$22,786 

$5,912 

26% 

$6,675 

55% 

26% 

$41,382 

Line 

1 

2 

3 

4 

5 

7 

10 
- 

11 

12 

13 

14 

15 

16 

2015 

$35,390 

$22,786 

$12,604 

55% 

$28,770 

$22,786 

$5,984 

26% 

$6,620 

55% 

26% 

$48,002 

2010 

$32,245 

$22,786 

$9,459 

42% 

$26,906 

$22,786 

$4,120 

18% 

- 

$5,339 

42% 

18% 

$17,494 

2012 

$32,217 

$22,786 

$9,43 1 

41% 

$27,016 

$22,786 

$4,230 

19% 

$5,201 

41% 

19% 

$27,956 

2011 

$32,217 

$22,786 

$9,43 1 

41% 

$26,955 

$22,786 

$4,169 

18% 

$5,262 

41% 

18% 

$22,755 

Description 
(All Dollar Figures in Thousands) 

Total Operating Revenue Required PWW (From GES Exh-2 Line 4) 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase Required for PWW - Total Amount (Line 1 - Line 2) 

Rate Increase Required for PWW - Percent Increase (Line I/ Line 2) 

Total Revenue Requirements for City of Nashua Ownership 
(From GES Exh-4 Line 17) 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase for City ofNashua Ownership - Total Amount 
(Line 6 - Line 7) 

Rate Increase for City of Nashua Ownership - Percent Increase 
(Line 6 / Line 7) 

- 

Rate Cornparison 

Difference between City and PWW - Total Amount (Line 1 - Line 6) 

Difference between PWW - (Line4) 

Difference between City - (Line 9) 

Cumulative Difference PWW to City - Total (Line 12 Summed) 

2013 

$35,388 

$22,786 

$12,602 

55% 

$28,636 

$22,786 

$5,850 

26% 

$6,752 

55% 

26% 

$34,707 

2007 

$29,500 

$22,786 

$6,714 

29% 

$25,374 

$22,786 

$2,588 

11% 

$4,126 

29% 

11% 

$4,126 

2008 

$29,461 

$22,786 

$6,675 

29% 

$25,415 

$22,786 

$2,629 

12% 

$4,046 

29% 

12% 

$8,172 

2009 

$29,448 

$22,786 

$6,662 

29% 

$25,465 

$22,786 

$2,679 

12% 

- 

$3,983 

29% 

12% 

$12,155 



GES EXHIBIT 7 - REVISED 11/14/2006 
REVENUE REQUIREMENTS 

DIFFERENCE BETWEEN PWW AND NASHUA 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 7 - NASHM - REVISED 11/14/2006 

2028 

$57,581 

$22,786 

$34,795 

153% 

$41,178 

$22,786 

$18,392 

81% 

$16,403 

153% 

81% 

$192,862 

2025 

$50,665 

$22,786 

$27,879 

122% 

$38,056 

$22,786 

$15,270 

67% 

$12,609 

122% 

67% 

$150,521 

2024 

$45,118 

$22,786 

$22,332 

98% 

$35,481 

$22,786 

$12,695 

56% 

$9,637 

98% 

56% 

$137,912 

Line 

1 

2 

3 

4 

5 

7 

10 

11 

12 

13 

14 

15 

16 

2026 

$51,004 

$22,786 

$28,218 

124% 

$38,162 

$22,786 

$15,376 

67% 

$12,842 

124% 

67% 

$163,363 

2021 

$43,112 

$22,786 

$20,326 

89% 

$32,977 

$22,786 

$10,191 

45% 

- 

$10,135 

89% 

45% 

$103,520 

2027 

$51,391 

$22,786 

$28,605 

126% 

$38,294 

$22,786 

$15,508 

68% 

$13,097 

126% 

68% 

$176,459 

2022 

$47,684 

$22,786 

$24,898 

109% 

$35,273 

$22,786 

$12,487 

55% 

$12,411 

109% 

55% 

$1 15,93 1 

Description 
(All Dollar Figures in Thousands) 

Total Operating Revenue Required PWW (From GES Exh-2 Line 4) 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase Required for PWW - Total Amount (Line 1 - Line 2) 

Rate Increase Required for PWW - Percent Increase (Line I /  Line 2) 

Total Revenue Requirements for City of Nashua Ownership 
(From GES Exh-4 Line 17) 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase for City of Nashua Ownership - Total Amount 
(Line 6 -Line 7) 

Rate Increase for City of Nashua Ownership - Percent Increase 
(Line 6 1 Line 7) 

Rate Comparison 

Difference between City and PWW - Total Amount (Line 1 - Line 6) 

Difference between PWW - (Line4) 

Difference between City - (Line 9) 

Cumulative Difference PWW to City - Total (Line 12 Summed) 

2023 

$47,711 

$22,786 

$24,925 

109% 

$35,367 

$22,786 

$12,581 

55% 

$12,344 

109% 

55% 

$128,275 

2019 

$43,051 

$22,786 

$20,265 

89% 

$32,795 

$22,786 

$10,009 

44% 

$10,256 

89% 

44% 

$83,202 

2018 

$39,003 

$22,786 

$16,217 

71% 

$30,749 

$22,786 

$7,963 

35% 

$8,254 

71% 

35% 

$72,947 

2020 

$43,062 

$22,786 

$20,276 

89% 

$32,879 

$22,786 

$10,093 

44% 

$10,183 

89% 

44% 

$93,385 



GES EXHIBIT 7 - REVISED 11/14/2006 
REVENUE REQUIREMENTS 

DIFFERENCE BETWEEN PWW AND NASHUA 2007 - 2036 

Note: All calculations rounded to the nearest thousand 

GES EXHIBIT 7 - NASHUA -REVISED 11/14/2006 





Pennichuck $29.500 $29,461 $29,448 $32,245 $32,217 $32,217 $35,388 $35,373 
Nashua $25,374 $25,415 $25,465 $26,906 $26,955 $27,016 $28,636 $28,698 









GES EXHIBIT 37 

Documents used in updating GES exhibits submitted 11/14/06 are as follows: 

Documents filed in NH PUC Docket DW06-073 - rate case 

Annual Report to NH PUC, 1213 1 105 

Pennichuck Corp. SEC 10-Q filing, 6/30/06 

Documents filed in NH PUC Docket DW 04-048 

Final Rate Order in NH PUC Docket DW 04-056 

Summary of changes in the GES exhibits submitted 11/14/06 are as follows: 

GES Exhibit 2 - Revised 1 1/14/06 

Total Operating Revenues (Line 18+27+29) 

Production (Input Esc. at 4%) 

Transmission & Distribution (Input Esc. at 4%) 

Customer Accounting (Input Esc. at 4%) 

Administrative & General (Input Esc. at 4%) 

Other Adjustments (Input Esc. at 4%) 

Total 0 & M Expenses (Line 5+6+7+8+9) 

Property Taxes (Input Esc. at 4%) 

Other Taxes (Input Esc. at 4%) 

Depreciation (Input - 1213 1/04 + 3% of Balance over 1213 1/04) 

Amortization Expense (Input Esc. at 4%) 

Amortization Expense - CIAC (Input Esc. at 4%) 

Total Operating Expenses (Line 10 Through 17 Summed) 

Final Consolidated Rate Base Including DFIT (From GES Exh-3 Line 7) 

GES Exhibit 3 -Revised 11/14/06 

Consolidated Rate Base (Input) 

Depreciation Difference for IRS versus PUC (Line 1 X 1.5%) 

Deferred Federal Income Tax (DFIT) (Line 2 x .3961) 

Cumulative DFIT (Line 3 Summed) 



Revised Consolidated Rate Base (Subtract DFIT) (Line 1 - Line 4) 

Final Consolidated Rate Base (Line 5 + Line 6) 

GES Exhibit 4 - Revised 11/14/06 

Taxes -Ad Valorem (Input Esc at 4%) 

Oversight (Input Esc. at 4%) 

Insurance (Input Esc. at 4%) 

Purchased Water (Input Esc. at 4%) 

Customer Sewice (Input Esc. at 4%) 

Unplanned Maintenance (Input Esc. at 4%) 

Utilities (Input Esc. at 4%) 

Beginning of Year Bond Amount (From GES Exh-5 Line 62) 

Bond Reserve Requirements (From GES Exh-6 Line 8) 

Total Annual Bond Payments (From GES Exh-6 Line 3) 

Total Annual Interest Payments (From GES Exh-6 Line 4) 

GES Exhibit 5 - Revised 1 1/14/06 

Beginning of Year Purchase Bond Balance (Line 5 from Prev. Year) 

Purchase Bond Interest Pmt (Line 2 x 4.83%) 

GES Exhibit 6 - Revised 1 1/14/06 

Total Beginning of Year Balance (Input) 

Total Annual Bond Payments (Input) 

Total Annual Interest Payments (Line 1 x 4.83%) 

GES Exhibit 7 - Revised 1 1/14/06 

Total Operating Revenue Required PWW (From GES Exh-2 Line 4) 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase Required for PWW - Percent Increase (Line 1Line 2) 

Total Revenue Requirements for City of Nashua Ownership (From GES Exh-4 

Line 17). 

Existing Revenue ($22,786 Docket 06-073) 

Rate Increase for City of Nashua Ownership - Percent Increase (Line 6Line 7) 

GES Exhibit 10 - Revised 1 111 4/06 



This is a graph and is affected by data change in GES Exhibit 7. 
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