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Introduction and Overview 

What is the purpose of this testimony? 

As provided in the procedural schedule for this case, I have prepared this testimony as 

part of PWW's limited financial update. It is intended to update certain information 

relied upon in previous testimony filed by the Company. This updated information was 

derived as a result of information obtained through discovery in this case and based on 

fiscal year 2005 and first half 2006 data, which were not available when I originally 

submitted testimony. 

What subject will you be addressing in this update? 

I will update my prior testimony detailing corrections to George Sancoucy's estimates of 

the cost for Nashua to operate the utility under its proposed arrangement with Veolia and 

four other contractdrs. 

Errors in Nashua's Cost Projections 

Nashua has continued to claim that the contract it has negotiated with Veolia will 

allow it to achieve si-cant savings for Nashua customers. What errors have you 

found in the City's cost projections? 

Mr. Guastella has already addressed the significant impact on Mr. Sansoucy's revenue 

requirement analysis if one simply changes Nashua's assumption that it will be able to 

purchase the PWW assets for the extremely low price proposed by Mr. Sansoucy. Over 

and above that, Mr. Sansoucy's estimates of the costs to operate and maintain do not 

accurately reflect the costs that Nashua will incur to operate the Pennichuck Water Works 

facilities. Mr. Sansoucy's errors occurred in what he projected Nashua will pay to 

Veolia, Beck and the other third party contractors above and beyond their annual fixed 



fees. He also underestimated some of the costs that will be incurred by the City for the 

staffing and services it will need to provide. I outlined some of those differences in my 

May 22 testimony in Attachment DLW-23. Since that time, as a result of more thorough 

analysis of the proposed Nashua contracts with Veolia and Beck, I have refined my 

analysis of Nashua's projected costs to operate Pennichuck Water Works. Attachment 

DLW-23 Revised sets forth a comprehensive list of the adjustments I have identified that 

need to be made to Mr. Sansoucy's assumed O&M expenses in order to reflect the true 

cost of operating the PWW assets. The following are the reasons for the changes to the 

adjustments to DLW-23 that are set forth on DLW-23 Revised: 

a. Unulanned Maintenance: DLW-23 included an estimate of $1,000,000 for 
unplanned maintenance. I have reduced this estimate to $921,000 to match the 
unplanned maintenance cost estimate developed in my response to Nashua DR 5- 
24. 

b. Property Tax: Mr. Sansoucy estimated $1,400,000 for property tax. In 2005, 
PWW paid $1,801,000 in property tax. Thus, my adjustment for property tax in 
DLW-23 Revised includes an additional $401,000 in costs to reflect the actual 
cost of property taxes that will be incurred by Nashua. 

c. Pro~erty Insurance: Mr. Sansoucy estimated that the City would incur $200,000 
in property insurance costs. In 2005, PWW paid $303,000 in property insurance. 
Thus, DLW-23 Revised includes an additional $1 03,000 in property insurance 
costs to reflect the actual cost of property insurance that will be incurred by 
Nashua. 

d. Purchased Water: Mr. Sansoucy estimated the cost of purchased water at 
$200,000. In 2005, PWW spent $1 82,000 on purchased water. Thus, DLW-23 
Revised includes a reduction of $18,000 in purchased water costs to reflect the 
actual cost Nashua would incur. 

e. Billings/Mailings: Mr. Sansoucy estimated that the City would incur $100,000 in 
billing and mailing costs associated with producing water bills. In 2005, PWW 
paid $135,000 for billings and mailings. Thus, DLW-23 Revised includes an 
additional $35,000 in billing and mailing costs. 

f. Sludge: Mr. Sansoucy's $100,000 estimate for the cost to dispose of sludge fi-om 
the water treatment plant does not reflect the actual cost of this disposal. In 2005, 
PWW spent $165,000 on sludge disposal. Thus, I have reduced my adjustment to 



Mr. Sansoucy's estimate by $2,000 for a total adjustment of $65,000 for these 
costs. 

g. UtilitiesIElec. and Heat: Mr. Sansoucy estimated $500,000 for utilities, electric 
and heat. In 2005, PWW paid $1,012,000 for utilities, electric and heat. I have 
reduced that adjustment to $5 12,000 to reflect PWW's actual expense in 2005. 

h. Customer Service: Nashua is responsible for providing customer service under its 
arrangement with Veolia. Mr. Sansoucy estimated $0 for Nashua to provide this 
customer service. PWW estimates that a minimum of four customer service staff 
will be necessary for Nashua to carry out the customer service functions necessary 
to provide the same level of service currently provided by PWW. Thus, DLW-23 
Revised includes an additional $192,000 to reflect the direct salary and benefit 
costs associated with these staff. 

i. Print Annual Consumer Confidence Report: Mr. Sansoucy's estimate failed to 
include the costs associated with printing the annual consumer confidence report, 
which is required by federal law. In 2005, PWW paid $4,000 to print the annual 
consumer confidence reports. Thus, DLW-23 Revised includes an additional 
$4,000 to reflect the cost to print the annual consumer confidence report. 

j. Hvdrant Checkinflainting: Mr. Sansoucy did not include any costs associated 
with checking and painting hydrants. The Veolia base fee includes money to 
check each hydrant only once a year. The Insurance Services Organization (ISO) 
requires that hydrants be checked twice a year in order to get the 1 1 1  community 
insurance rating for this activity. In 2005, PWW paid $24,000 to complete two 
inspections. Thus, DLW-23 Revised includes an additional $12,000 to reflect the 
cost of checking each hydrant twice in accordance with the IS0 requirements. 

k. PermittingPolice: Mr. Sansoucy's estimate failed to include the costs associated 
with maintaining the necessary operating permits for each PWW water system 
and to provide police protection for Veolia's repair and maintenance activities 
that will take place within the public right of way. In 2005, PWW paid 
approximately $15,000 for pennits and police protection for traffic control. Thus, 
DLW-23 Revised includes an additional $15,000 to reflect the cost permitting and 
police protection that will be incurred by Nashua. 

1. Maintenance of Non-Rolling Stock: Mr. Sansoucy failed to include any costs for 
maintaining non-rolling stock such as emergency generators. In 2005, PWW paid 
approximately $3,000 for annual maintenance of non-rolling stock. Thus, DLW- 
23 Revised includes an additional $3,000 to reflect the cost of maintaining non- 
rolling stock that will be incurred by Nashua. 

m. Vehicle Repair: Under the Veolia contract, Nashua is required to provide and 
maintain all the vehicles necessary for running the water utility, yet Mr. Sansoucy 
did not include any of those costs in his estimate. In 2005, PWW paid 
approximately $1 13,000 for repair of its heavy equipment and rolling stock. 



Thus, DLW-23 Revised includes an additional $1 13,000 to reflect the cost of 
repairing heavy equipment and rolling stock that will be incuned by Nashua. 

n. IT Supvort: Under the Veolia contract, Nashua is required to provide and 
maintain all the computers and connectivity necessary for running the water 
utility, yet Mr. Sansoucy did not include any of the costs associated with 
maintaining the operations and connectivity of the computers in his estimate. 
Based on its experience, PWW estimates that it will take 1.5 employees to 
maintain the operations and connectivity of the computers necessary to complete 
the computer related tasks detailed in the draft Veolia contract with Nashua. 
Thus, DLW-23 Revised includes an additional $135,000 to reflect the cost of the 
direct salaries and benefits associated with these staff. 

o. IT License Fees: Under the Veolia contract Nashua will be responsible for annual 
user fees for the proprietary software used to run the water utility, yet Mr. 
Sansoucy did not include any of these costs in his estimate. In 2005, PWW paid 
$149,000 for annual user fees associated with the licensing of this software. 
Thus, DLW-23 Revised includes an additional $149,000 to reflect the costs that 
will be incurred by Nashua for annual software licensing fees. 

p. GIs Suvvort: DLW-23 contained an estimate for GIs of $200,000. This estimate 
was an amortization of the estimated implementation cost of creating the GIs 
system that Nashua is obligated to provide under the Veolia contract. While 
Nashua will still be obligated to incur this $1 million expense, I have removed the 
amortization cost from DLW-23. Revised since this cost will be capitalized. 
However, the data that makes a GIs system worthwhile must be maintained on a 
constant basis. Whereas Nashua must maintain the fhctionality and accuracy of 
the GIs program in its contract with Veolia, I have revised this adjustment to 
$90,000 to reflect the direct salary and benefits of one staff person to maintain the 
GIs system. 

Based on these updates, what do you project for the total annual cost for Nashua to 

operate the PWW assets? 

Pennichuck projects it will cost Nashua approximately $1 1,241,000 to operate and 

maintain the PWW assets each year based on the proposed operations contracts with 

Veolia and RW Beck. Thus, Mr. Sansoucy has underestimated the annual operating costs 

by $3,245,000 per year. The result is that actual operating costs are likely to be at least 

41 percent higher than his projection. 



Are there other factors that lead you to believe that the City's projections for its 

O&M costs will be lower than PWW's are not accurate? 

Yes. Nashua wants to believe that it can expect to incur O&M expenses that are lower 

than those incurred by PWW, but it provides no basis for such a belief. In fact, it is clear 

that the labor rates (see DLW-24) charged by Veolia are an average of 28.9% higher than 

those incurred by PWW. This difference in labor rates is significant because Veolia will 

be charging Nashua for all unplanned maintenance, the majority of which consists of 

labor expense. Moreover, the only way for Veolia to make a profit is through labor 

charges. PWW, on the other hand, makes no profit on labor expense, and charges that 

expense at cost only. In addition, PWW has an incentive to manage its labor expense in 

as efficient a manner as possible because it cannot recover for increased labor expenses 

that occur between rate cases. 

Does this conclude your testimony? 

Yes. 



NASHUA'S PROPOSED 2007 OPERATING EXPENSES WITH NEEDED ADJUSTMENTS 



Comparison of Fees for Construction and Unplanned Maintenance Work 
Veolia rates vs. Pennichuck rates with Direct Overhead 

I Veolia Rates I Pennichuck 

Plant Maintenance Technician . 
CWSMlQ Systems Technician 

l&C Technician - 
Chief Operator - 
Plant Operator - 

Production Engineer - 
PlantlLab Manager - 

Water Quality Specialist - 
T&D Working Foreman - 

T&D Field Service Technician 1 - 
T&D Field Service Technician 2 - 

Average Pec 

Description 
Plant Maintenance Foreman - 

Senior Project Engineer - 
Project Engineer - 

Staff Engineer - 
Field Engineer - 

AutoCAD Technician - 
Senior Resident lnspector - 

Resident lnspector - 
Administrative Support - 

Average Percentage Difference 

Regular Premium 
$ 51.21 $ 76.81 

Regular Premium 
$ 35.25 $ 52.88 

$ 43.33 $ 65.00 
$ 38.95 $ 58.43 
$ 50.33 $ 75.50 
$ 46.03 $ 69.04 
$ 38.95 $ 58.42 
$ 60.98 $ 91.47 
$ 60.98 $ 91.47 
$ 49.18 $ 73.77 
$ 45.96 $ 68.94 
$ 38.95 $ 58.43 
$ 43.33 $ 65.00 

Difference 

$ 32.47 $ 48.71 
$ 28.89 $ 43.34 
$ 42.04 $ 63.06 
$ 35.25 $ 52.88 
$ 28.89 $ 43.34 
$ 56.97 $ 85.46 
$ 50.62 $ 75.93 
$ 40.38 $ 60.57 
$ 35.25 $ 52.88 
$ 28.88 $ 43.32 
$ 32.48 $ 48.72 

Veolia Rate 
$ 125.00 
$ 106.00 
$ 78.00 
$ 90.00 
$ 62.00 
$ 95.00 
$ 84.00 

1 $ 60.00 

% Difference I 

intage Difference for Unplanned Maintenance Labor - 

Pennichuck 
Rate 

$ 64.90 
$ 56.97 
$ 46.15 
$ 57.47 
$ 36.27 
$ 40.64 
$ 38.22 
$ 31.04 

for Engineering Services - 
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Have you previously submitted testimony in this proceeding? 

Yes. 

What is the purpose of this supplemental testimony? 

My testimony that was submitted on May 22,2006 included a discussion of the revenue 

and rate increase projections submitted by Mr. George E. Sansoucy, and introduced my 

Attachments JFG-4, JFG-5 and JFG-6 showing adjustments and corrections that I made 

to Mr. Sansoucy's exhibits. In each of those exhibits I replicated Mr. Sansoucy's 

Exhibits GES-4, GES-5, GES-6 and GES-7 using his same methodology but with 

adjustments and corrections. Attachment JFG-4 used what I believe is Mr. Sansoucy's 

proposed purchase price of $145 million, and Attachments JFG-5 and JFG-6 also used 

Mr. Sansoucy's methodology and the same adjustments and corrections as I used in 

Attachment JFG-4 but utilized purchase prices of $248.4 million and 196.7 million, 

respectively. The adjustments that I made to Mr. Sansoucy's figures reflected differences 

in operating expenses as provided to me by Mr. Ware of PWW. Specifically, Mr. Ware 

had recommended that operating expenses under an assumed operation of PWW7s water 

system by Nashua would be $2,764,000 higher than Mr. Sansoucy had estimated for 

2007. Mr. Ware has since revised his estimate to reflect operating expenses at a level that 

is $3,245,000 higher than Mr. Sansoucy's estimate. In order to reflect that change, I have 

revised my Attachments JFG-4, JFG-5 and JFG-6 to reflect the higher level of operating 

expenses. 

Am I correct that you are not making any revisions to the other corrections that you 

previously made to Mr. Sansoucy's Exhibits? 

Yes. 



1 Q.  Where do you reflect the adjustment to the operating expenses that were provided 

to you by the Company? 

Each of my revised Attachments JFG-4, JFG-5 and JFG-6 includes a reworking of Mr. 

Sansoucy's GES Exhibit 4 and a column entitled "Pennichuck Adjustments" that contain 

those revised adjustments. As before, the adjusted amounts are added to Mr. Sansoucy's 

amounts, shown in the next column, in order to begin 2007 with the adjusted amounts. 

Does this revision to the operating expenses significantly change your findings as 

discussed in your previous testimony? 

No. As I previously testified and show in Attachment JFG-4, under Mr. Sansoucy's 

methodology for essentially a $145 million acquisition price, but with the adjustments 

and corrections, the differences between the rates of PWW and Nashua are significantly 

12 smaller than Mr. Sansoucy's exhibits show. Moreover, the differences in the first 10 

13 years are significantly less than after 15,20 or 30 years when the projections become less 

14 and less reliable. In the current revisions, shown in Attachment JFG-4 Revised, the 

15 operating expenses do not significantly change the magnitude of those differences. 

16 Q .  Is the same true with respect to Attachment JFG5 which uses a $248.4 million 

17 purchase price and Attachment JFG6 which uses a $196.7 million purchase price? 

18 A. Yes. As shown on my original Attachment JFG-5, GES Exhibit 7 - Adjusted & 

19 Corrected, on the bottom line, the revenue requirement for Nashua would be higher than 

20 for PWW for the first 19 years, and even afier 30 years the dollar difference, a negative 

2 1 $33,620, line 12, would still reflect the overall need for higher revenues under Nashua's 

22 ownership. As now revised, Attachment JFG-5 Revised shows that the revenue - 

23 requirement for Nashua would be higher than for PWW for the first 2 1 years (instead of 



19 years), and even after 30 years the dollar difference, a negative $64,574 (instead of 

$33,620), line 12, would still reflect the overall need for higher revenues under Nashua's 

ownership. The magnitude of the percentage differences in each of the years is 

insignificant. 

Is the difference between your original Attachment JFG6, the $196.7 purchase 

price, and your currently revised Attachment JFG6 also insignificant? 

Yes. I previously testified with respect to my original Attachment JFG-6 that in GES 

Exhibit 7 - Adjusted & Corrected, on the bottom line, the revenue requirement for Nashua 

would be higher than for PWW for the first 12 years, and the cumulative dollar 

difference, as shown on line 16, would not reverse until year 203 1. Now, in Attachment 

JFG-6 Revised, the revenue requirement for Nashua would still be higher than for PWW 

for the first 12 years, and the cumulative dollar difference, as shown on line 16, would not 

reverse until year 2034 instead of 203 1. Again, the magnitude of the percentage 

differences in each of the years is insignificant. 

Are your conclusions the same as before with respect to the various analyses of the 

impact on rates when considering an acquisition of PWW by Nashua? 

Yes. As I previously testified, on the basis of my own projections of the rate impact as 

well as my review of the projections by Mr. Sansoucy, it is my opinion that the rate 

impact is not a determinative issue with respect to whether the acquisition would be in the 

best interest of the customers. While the projections as to whether the rates would be 

higher or lower under an assumed acquisition of PWW by Nashua vary with an ultimate 

market value determination, the differences go in either direction and are not so 



1 significant to make a difference, especially considering the reliability of the projections 

2 when extending out to longer periods of time. 

3 Q. Does that conclude your testimony at this time? 

4 A. Yes. 



GES Exhibit 4 -Adjusted 8 Corrected 
Revenue Requirements - City of Nashua (2007-2036) 

1 I Descri~tim I Escalation I Pennichuck I Sansoucy 1 I ~ i n e  I (All Dollar ~ i ~ u r i  in Thousands) 
1 Operations and Maintenance Cost 
2 Taxes - Ad Valorem (lnput Esc. at 4%) 
3 Oversight (lnput Esc. at 3%) 
4 Beck - Transition Fee 
5 Insurance (Input Esc. at 4%) 
6 Purchased Water (Input Esc. at 4%) 
7 Customer Service (Input Esc. at 3%) 
8 Print Annual Consumer CR 
9 Billings and Mailings 
10 Sludge (Input Esc. at 3%) 
11 Unplanned Maintenance (lnput Esc. at 3%) 
12 Vedia - Operations (Input Esc. at 3%) 
13 Vedia - Transition Fee 
14 Utilities (lnput Esc.at 4%) 
15 Operational Contingencies (Input Esc. at 4%) 
16 Vedia -Hydrant Checks EL Painting 
17 Nashua - PermiftingPdice 
18 Base Engineering Services (Supplemental in Vedia Contract) 
19 Capital Program Management 
20 Maintenance of Non-Rdling Stock 
21 Vehicle Repair 
22 Training for Operation of PWWlT Resources 
23 IT License Fees 
24 Vedia-Digsafe or Alternatives 
25 Nashua - GIs 
28 Nashua - IS Support 
27 Total O&M Costs 
28 
29 Bond Reserve Requirements 
30 
31 Total Annual Bond Payments 
32 Total Annual Interest Payments 
33 Total Revenue Requirements (A) 

Note: (A) 
Total Revenue Requirements (Original GES E h .  4 Amount) 
Difference from Adjusted Revenue Requirement 

Rate I Adjustments I Amounts 1 
$401 $1.400 

$315 
$38 

$103 $200 
-$I8 $100 
$192 

$4 
$35 $100 
$85 $100 

$921 $185 
$5,150 

$230 
$512 $500 

$500 
$12 
$15 

$215 
$30 
$3 

$113 
$0 

$149 
$0 

$90 

John F. Guastella 

JFG-4 Revised 

DW 04-048 - 15 pages 



GES Exhibit 4 - Adjusted & Corrected 
Revenue Requirements - City of Nashua (2007-2036) 

1 I Descri~tion I Escalation I 
( ~ i n e  I (All Ddlar ~igures in Thousands) ( Rate I 

1 O~erations and Maintenance Cost 
Taxes -Ad Valorem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedia - Hydrant Checks 8 Painting 
Nashua - PennittingPdice 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Program Management 
Maintenance of Non-Rdling Stock 
Vehicle Repair 
Training for Operation of PWWIT Resources 
IT License Fees 
Vedia-DigSak or Alternatives 
Nashua - GIs 
Nashua - IS Suppori 

Total OBM Costs 

Bond Reserve Requirements 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

Note: (A) 
Total Revenue Requ i r~en ts  (Original GES Exh. 4 Amount) 
Difference from Adjusted Revenue Requirement 



GES Exhibit 4 - Adjusted 8 Corrected 
Revenue Requirements - City of Nashua (2007-2036) 

Taxes -Ad Valorem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedia - Hydrant Checks & Painting 
Nashua - Pennininpdice 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Program Management 
Maintenance of NM-Rdling Slock 
Vehicle Repair 
Training for Operation of PWWlT Resources 
IT License Fees 
Vedia-Digsafe or Alternatives 
Nashua - GIs 
Nashua - IS Support 

Total OBM Costs 

Description 

Bond Reserve Requirements 

Escalation 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

7 Line (All Ddlar Figures in Thwsands) Rate 
1 Operations and Maintenance Cost 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) 
Difference from Adjusted Revenue Requirement 
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GES Exhibit 5 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

Line Desaiption (A1 Dollar Figures in Thousands) 
1 Purchase Bond Amount 
2 Beginning of Year Bond Balance 
3 Bond Payments - 30 Years 
4 Bond Interest Payment 
5 End of Year Bond Balance 
6 Treatment System Bond 
7 Beginning of Y e a  Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lntetest Payment 
10 End of Year Bond Balance 
11 Reconstruction Bond 
12 Beginning of Year Bond Balance 
13 Bond Payments - 30 Yean 
14 Bond Interest Payment 
15 End of Year Bond Balance 
16 Repalr (L Replacement Bond 
17 Beginning of Y e a  Bond Balance 
18 Bond Payments - 30 Yeas 
19 Bond Interest Payment 
20 End of Y e a  Bond Balance 
21 Repalr (L Replacement Bond 
22 Beginning of Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond lntemst Payment 
25 End of Year Bond Balance 
26 Repalr (L Replacement Bond 
27 Beginning of Year Bond Balance 
28 Bond Payments - 30 Yeas 
29 Bond Interest Payment 
30 End of Year Bond Balance 
31 Repalr (L Replacement Bond 
32 Beginning of Y e a  Bond Balance 
33 Bond Payments - 30 Yeas 
34 Bond Interest Payment 
35 End of Y e a  Bond Balance 
36 Repair (L Replacement Bond 
37 Beginning of Y e a  Bond Balance 
38 Bond Payments - 30 Years 
39 Bond Interest Payment 
40 End of Y e a  Bond Balance 
41 Repair& Replacement Bond 
42 Beginning of Year Bond Balance 
43 Bond Payments - 30 Years 
44 Bond Interest Payment 
45 End of Y e a  Bond Baance 
46 Repalr (L Replacement Bond 
47 Beginning of Y e a  Bond Balance 
48 Bond Payments - 30 Yeas 
49 Bond lntecast Payment 
50 End of Y e a  Bond Balance 
51 Repalr (L Replacement Bond 
52 Beginning of Y e a  Bond Balance 
53 Bond Payments - 30 Yaws 
54 Bond lntemst Payment 
55 End of Y e a  Bond Baance 
56 Repair (L Replacement Bond 
57 Beginning of Y e a  Bond Balance 
56 Bond Payments - 30 Years 
50 Bond Interest Payment 
60 End of Y e s  Bond Balance 
61 
62 Total Beglnnlng of Year Balance 
63 Total End of Year Balance 
64 Total Annual Bond Payments 
65 Total Annual Interest Payments 
66 Total Annual Expense 



GES Exhibit 5 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

I Desuiption (All Dollar Figures in Thousands) 
Purchase Bond Amount 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Treatment System Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Yea Bond Balance 
Reconstruction Bond 
Beginning ofyear Bond Balance 
Bond Payments - 30 Yean 
Bond lnteresl Payment 
End of Yea Bond Balance 
Repair (L Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Repalr 6 Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Repair 6 Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Y w  Bond Balance 
Repair 6 Replacement Bond 
Beginning o f yea  Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Year Bond Balance 
Repair 6 Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Year Bond Balance 
Repair 6 Replacement Bond 
Beginning o f yea  Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End ofyear Bond Balance 
Repair 6 Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Year Bond Balance 
Repair 6 Replacement Bond 
Beginning of Year Bond Balmce 
Bond Payments - 30 Years 
Bond interest Payment 
End of Year Bond Balance 
Repalr (L Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Yea Bond Balance 

Total Beginning of Year Balance 
Total End of Year Balance 
Total Annual Bond Payments 
Total Annual Interest Payments 
Total Annual Expense 



GES Exhibit 5 
Revenue Requirements - Clty of Nashua 
Unadjusted Bond Payment Requirements 

I Line I Desuiption (All Dollar Figures in Thousands) 
1 Purchase Bond Amount 
2 Beginning of Year Bond Balance 
3 Bond Payments - 30 Years 
4 Bond lnterest Payment 
5 End of Yea Bond Balanw 
6 Treatment System Bond 
7 Beginning of Year Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lnterest Payment 
10 End of Yea Bond Balance 
11 Reconstruction Bond 
12 Beginning of Yea Bond Balance 
13 Bond Payments- 30 Years 
14 Bond lnterast Payment 
15 End of Yea Bond Balance 
16 Repair& Replacement Bond 
17 Beginning of Year Bond Balance 
18 Bond Payments - 30 Years 
19 Bond lnterest Payment 
20 End of Yea Bond Balance 
21 Repalr & Replacement Bond 
22 Beginning of Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond lnterest Payment 
25 End of Yea Bond Balanw 
26 Repair & Replacement Bond 
27 Beginning of Year Bond Balance 
28 Bond Payments - 30 Years 
29 Bond lnterest Payment 
30 End of Yea Bond Balance 
31 Repair 6 Replacement Bond 
32 Beginning of Yea Bond Balance 
33 Bond Payments - 30 Years 
34 Bond lnterest Payment 
35 End of Yea Bond Balance 
36 Repair & Replacement Bond 
37 Beginning of Year Bond Balanw 
38 Bond Payments - 30 Years 
39 Bond lnterest Payment 
40 End of Year Bond Balance 
41 Repalr & Replacement Bond 
42 Beginning of Year Bond Balance 
43 Bond Payments - 30 Years 
44 Bond lnterest Payment 
45 End of Yea Bond Balance 
46 Repair & Replacement Bond 
47 Beginning of Year Bond Balance 
48 Bond Payments - 30 Years 
49 Bond lnterest Payment 
50 End of Year Bond Balance 
51 Repalr 6 Replacement Bond 
52 Beginning of Year Bond BAance 
53 Bond Payments- 30 Years 
54 Bond Interest Payment 
55 End of Yea Bond Balance 
58 Repalr & Replacement Bond 
57 Beginning of Year Bond Balanw 
58 Bond Payments - 30 Years 
59 Bond lnterest Payment 
60 End of Yea Bond Balance 
61 
62 Total Beglnning of Year Balance 
63 Total End of Year Balance 
64 Total Annual Bond Payments 
65 Total Annual lnterest Paymenta 
66 Total Annual Expense 



GES Exhibit 5 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

Description (All Dollar Figures in 
Purchase Bond Amount - ~ 

Beginning of Year Bond Balance 
Bond Payments - 30 Years 
~ o n d  interest Payment 
End of Yea Bond Balance 
Tmabnent System Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Year Bond Balance 
Reconstruction Bond 
Beginning of Yea  Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Y w  Bond Balance 
Repair h Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Yea  Bond Balance 
Repair 6 Replacement Bond 
Beginning of Y e a  Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Yea Bond Balance 
Repair h Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Repalr h Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond Interest Payment 
End of Yea Bond Wance 
Repair h Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Repalr 6 Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Y e a  
Bond lnterest Payment 
End of Yea  Bond Balance 
Repalr 6 Replacement Bond 
Beginning of Yea  Bond Balance 
Bond Payments - 30 Yews 
Bond lnterest Payment 
End ofyear Bond Balance 
Repair h Replacement Bond 
Beginning of Year Bond Balance 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 
Repair & Replacement Bond 
Beginning of Year Bond Balanca 
Bond Payments - 30 Years 
Bond lnterest Payment 
End of Yea Bond Balance 

Total Beginning of Year Balance 
Total End of Year Balance 
Total Annual Bond Payments 
Total Annual Interest Payments 
Total Annual Expense 



GES Exhibit 6 - Corrected 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance 

Bond Issue 

Reserve Reinvestment 

1 Total Beginning of Year Balance 

2 Total End of Year Balance 

3 Total Annual Bond Payment 

4 Total Annual Interest Payment 

5 Total Annual Expense 

6 

7 Bond Payment Coverage 

8 Bond Reserve Required 

9 Bond Reserve Retained 

10 Bond Reserve Reinvested 

Line 2014 201 3 Description (All Dollar Figures in Thousands) 2007 2008 2009 201 0 201 1 201 2 



GES Exhibit 6 - Corrected 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance $127,072 $126,382 $1 26,377 

Line 

Bond Issue $25,619 $28,818 $32,417 

Reserve Reinvestment -$6,948 -$7,312 -$7,754 

1 Total Beginning of Year Balance $1 32,904 $145,743 $1 39,289 $1 32,836 $147,888 $140,718 $1 33,547 $1 51,040 

2 Total End of Year Balance $127,072 $1 39,289 $1 32,836 $126,382 $140,718 $1 33,547 $1 26,377 $143,047 

3 Total Annual Bond Payment 

4 Total Annual Interest Payment 

5 Total Annual Expense 

6 

7 Bond Payment Coverage 

8 Bond Reserve Required 

9 Bond Reserve Retained 

10 Bond Reserve Reinvested 

Description (All Dollar Figures in Thousands) 2020 2015 2021 2022 201 6 201 7 201 8 201 9 



GES Exhibit 6 - Corrected 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance 

Bond Issue 

Line 

Reserve Reinvestment 

1 Total Beginning of Year Balance 

2 Total End of Year Balance 

3 Total Annual Bond Payment 

4 Total Annual Interest Payment 

5 Total Annual Expense 

6 

7 Bond Payment Coverage 

8 Bond Reserve Required 

9 Bond Reserve Retained 

10 Bond Reserve Reinvested $2,758 $2,689 $3,043 $2,964 $2,885 $3,291 $3,203 $3,115 

2028 Description (All Dollar Figures in Thousands) 2027 2029 2023 2025 2030 2024 2026 



GES Exhibit 6 - Corrected 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance $1 30,574 $1 33,444 

Bond Issue $46,142 $51,904 

Total Line 

Resen~e Reinvestment -89,609 -$10,434 

1 Total Beginning of Year Balance $167,107 $155,886 $144,665 $174,914 $162,311 $149,708 

2 Total End of Year Balance $155,886 $144,665 $133,444 $162,311 $149,708 $137,104 

3 Total Annual Bond Payment $1 1,221 $1 1,221 $1 1,221 $12,603 $12,603 $12,603 $241,002 

Description (All Dollar Figures in Thousands) 

4 Total Annual Interest Payment $7,854 $7,327 $6,799 $8,221 $7,629 $7,036 $205,309 

2031 

5 Total Annual Expense 

6 

7 Bond Payment Coverage 

8 Bond Reserve Required 

9 Bond Reserve Retained 

10 Bond Reserve Reinvested 

2032 2034 2033 2035 2036 



GES Exhibit 7 - Adjusted 8 Corrected 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

Description (All Ddlar Figures in Thousands) 1 2007 1 1008 1 2009 ( 2010 I 2011 I 2012 ( 2013 1 2014 1 2015 ( 2 0 d  

1 Total Operating Revenue Required PWW $26,153 $26,021 $25.912 $26,616 $28.479 $28.366 $31,421 $31,280 $31.164 $34,615 

2 Existing Revenue $16,600 $18.600 $18.600 $18.600 $18,600 $18.600 $18.600 $18,600 $18.600 $18,600 

3 Rate Increase Required for PWW - Total Amount $7.553 $7.421 $7.312 $10,016 $9,879 $9,766 $12.821 $12,680 $12.564 $16,015 

Rate lncrease Required for PWW - Percent lncrease (Line 3 1 
Line 2) 41% 40% 39K 54% 53% 53% 69% 68% 68% 86% 

6 Total Revenue Requirement for City of Nashua Ownership $26.355 $26.451 $26.561 $28.070 $28,179 $28.214 $29,703 $29,824 $29,962 $31,990 

7 Existing Revenue $18,600 $18,600 $18.600 $18,600 $18,600 $18.600 $18,600 $18,600 $18,600 $18,600 

8 Rate Increase for City of Nashua Ownership - Total Amount $7,755 $7,851 $7,961 $9,470 $9.579 $9.614 $1 1,103 $1 1,224 $1 1.362 $13.390 

Rate lncrease for City of Nashua Ownership - Percent lncrease 
(Line 8 I Line 7) 42% 42% 43% 51% 52% 52% 60% 60% 61% 72% 

11 Rate Comparison 

12 Difference between City and PWW - Total Amount ($202) ($430) ($649) $546 $300 $152 $1,718 $1,456 $1.202 $2.625 

13 Difference between PWW - Percent above $18.6 Million 41% 40% 39% 54% 53% 53% 69% 68% 68% 66% 

14 Difference between City - Percent above $18.6 Million 42% 42% 43% 51% 52% 52% 60% 60% 61% 72% 

16 Cumulative Dfference PWW to City - Total (A) ($202) ($632) ($1,281) ($736) ($436) ($284) $1.434 $2,890 $4,093 $6,717 

Note: (A) 
Cumulative Difference PWW to City - (Original GES E a . 7  
Amount) $3.043 $5.953 $8.742 $12,826 $16.768 $20,583 $25.873 $31,015 $36.018 $42,703 

Difference from Adjusted Cumulative Difference PWW to City $3,245 $6,585 $10.023 $13.562 $17,204 $20,867 $24,439 $28,125 $31.926 $35,986 

Percentage Dlfference Between PWW'a and Narhua'a 
Annual Revenue Requirement ((Line 1 - Llne 6) I Llne 6) -0.8% -1.6% -2.4% 1.9% 1.1% 0.6% 6.8% 4.9% 4.0% 8.2% 



GES Exhlblt 7 -Adjusted R Corrected 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

1 Total Operating Revenue Required PWW $34,464 $34,344 $38,237 $38.080 $37,951 $42,344 $42.177 $39,378 $44,721 $44.834 

Line 

2 Existing Revenue $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18.600 $18.600 $18,600 

3 Rate Increase Required for PWW - Total Amount $15,864 $15.744 $19.637 $19,480 $19,351 $23.744 $23.577 $20.778 $26.121 $26.234 

Rate lncrease Required for PWW - Percent lncrease (Line 3 1 
Line 2) 85% 85% 106% 105% 104% 128% 127% 112% 140% 141% 

6 Total Revenue Requirement for Clty of Nashua Ownership $32,126 $32.276 $34,607 $34.753 $34,919 $37,581 $37.739 $37,921 $40.953 $41,123 

Description (All Ddlar Figures in Thousanda) 

7 Existing Revenue $18,600 $18,600 $18.600 $18,600 $18,600 $18.600 $18,600 $18,600 $18.600 $18,600 

2026 2018 2020 2017 

8 Rate Increase for Cly of Nashua Ownership - Total Amount $13,526 $13,676 $16,007 $16,153 $16,319 $18,981 $18.139 $19,321 $22,353 $22,523 

2019 

Rate lncrease for City of Nashua Ownership - Percent lncrease 
(Line 8 I Line 7) 73% 74% 86% 87% 88% 102% 103% 104% 120% 121% 

2021 2024 

11 Rate Comparison 

2025 

12 Difference between City and PWW -Total Amount $2.338 $2,068 $3,630 $3,327 $3,032 $4,763 $4,438 $1,457 $3.768 $3.711 

13 Difference between PWW - Percent above $18.6 Million 85% 85% 106% 105% 104% 128% 127% 112% 140% 141% 

14 Difference between City - Percent above $18.6 Million 73% 74% 86% 87% 88% 102% 103% 104% 120% 121% 

16 Cumulative Difference PWW to City -Total (A) $9,056 $11.123 $14,754 $18.080 $21.113 $25,876 $30,314 $31,771 $35,539 $39,251 

Note: (A) 
Cumulative Difference PWW to City -(Original GES Eh.7  
Amount) $49,225 $55,601 $63,887 $72,005 $79.965 $90,093 $100,038 $107.152 $117.122 $127,185 

Difference from Adjusted Cumulative Difference PWW to City $40.169 $44,478 $49.133 $53.925 $58,852 $64,217 $69,724 $75,381 $81.583 $87,934 

Percentage Difference Between PWW's and Nashua's 
Annual Revenue Requirement ((Line 1 - Llne 6) 1 Line 6) 7.3% 6.4% 10.6% 9.6% 8.7% 12.7% 11.8% 3.8% 9.2% 9.0% 
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GES Exhibit 4 - Adjusted 8 Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

26 Nashua - IS Support 
27 Total OBM Costs 

Line 

28 
29 Bond Reserve Requirements 
30 
31 Total Annual Bond Payments 
32 Total Annual Interest Payments 
33 Total Revenue Requirements (A) 

Note: (A) 
Tot' Revenue Requirements (Original GES Exi~. 4 Amount) 
Difference from Adjusted Revenue Requirement 

1 Operations and Maintenance Cost 
2 Taxes -Ad  Valorem (Input Esc. at 4%) 4.00% $401 $1,400 $1,801 $1,873 
3 Oversight (Input Esc. at 3%) 3.00% $315 $315 $324 
4 Beck - Transition Fee $38 $38 $38 
5 Insurance (Input Esc. at 4%) 4.00% $103 $200 $303 $315 
6 Purchased Water (Input Esc. at 4%) 4.00% -$I8 $100 $82 $85 
7 Customer Service (Input Esc. at 3%) 3.00% $192 $192 $198 
8 Print Annual Consumer CR 3.00% $4 $4 $4 
9 Billings and Mailings 3.00% $35 $100 $135 $139 
10 Sludge (Input Esc. at 3%) 3.00% $85 $100 $165 $170 
11 Unplanned Maintenance (Input Esc. at 3%) 3.00% $921 $185 $1,106 $1,139 
12 Vedia - Operations (Input Esc. at 3%) 3.00% $5,150 $5.150 $5,305 
13 Vedia - Transition Fee $230 $230 $230 
14 Utililies (Input Esc. at 4%) 4.00% $512 $500 $1,012 $1,052 
15 Operational Contingencies (Input Esc.at 4%) 4.00% $500 $500 $520 
16 Vedia - Hydrant Checks 6 Painting 3.00% $12 $12 $12 
17 Nashua - Permitting/Police 3.00% $15 $15 $15 
18 Base Engineering Services (Supplemental in Vedia ContractJ 3.00% $21 5 $215 $221 
19 Capital Program Management 3.00% $30 $30 $31 
20 Maintenance of Non-Rdling Stock 3.00% $3 $3 $3 
21 Vehicle Repat 3.00% $113 $113 $116 
22 Training for Operation of PWWlT Resources 3.00% $0 $0 SO 
23 IT License Fees 3.00% $149 $149 $153 
24 Vedia-DigSafe or Alternatives 3.00% $0 $0 SO 
25 Nashua - GIs $90 $90 $90 

c 
(All Ddlar Figures in Thousands) 

John F. Guastella 

JFG-5 Revised 

OW 04-048 - 13 pages 

Rate Adjustments Amounts 2007 2008 



GES Exhibit 4 - Adjusted 8 Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

Line (All Ddlar Figures in Thousands) 2019 2020 2021 2022 
1 Operations and Maintenance Cost 

Taxes -Ad  Valorem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedia - Hydrant Checks 8, Painting 
Nashua - Permitting/Pdce 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Program Management 
Maintenance of Non-Rdling Stock 
Vehicle Repair 
Training tor Operation of PWWlT Resources 
IT Lkense Fees 
Vedia-DigSafe or Alternatives 
Nashua - GIs 
Nashua - IS Suppori 

Total OBM Costs 

Bond Reserve Requirements 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) $26,159 $27,931 $27,942 $27,968 $29,951 $29,963 $29,991 $32,215 
Difference from Adjusted Revenue Requirement ($11,756) ($11,459) ($11,404) ($11,351) ($11,193) ($11,155) ($11,122) ($11,100) 



GES Exhibit 4 - Adjusted 8 Corrected 
Using the PWW Proposed Purchase Prlce 
Revenue Requirements - City of Nashua (2007-2036) 

Taxes -Ad Valorem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
insurance (Input Esc. at 4%) 
Punhased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedia - Hydrant Checks & Painting 
Nashua - Permitting/Pdice 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Program Management 
Maintenance of Non-Rolling Stock 
Vehicle Repair 
Training Iw Operation of P W  IT Resources 
IT License Fees 
Vedia-DigSafe or Alternatives 
Nashua - GIs 
Nashua - IS Support 

Total OBM Costs 

Line 

Bond ReSe~e Requirements 

Description 
(All Dollar Figures in Thousands) 

Total Annual Bond Payments 
Totd Annual Interest Payments 
Total Revenue Requirements (A) 

1 O ~ e r a t i i s  and Maintenance Cost 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) 
Difference from Adjusted Revenue Requirement 

Escalation 
-23 1 2024 1 2025 1 2026 2027 1 2028 / 2029 ( 2030 ( 



GES Exhibit 4 - Adjusted & Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

Taxes -Ad  Valorem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Wafer (Input Esc. at 4%) 
Customer Service (lnput Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transitim Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedia - Hydrant Checks d Painting 
Nashua - Permiffing/Pdce 
Base Engineering Services (Supplemental in Vedia Contrace 
Capital Program Management 
Maintenance d Non-Rdling Stock 
Vehicle Repair 
Training lw Operation ol PWW IT Resources 
IT License Fees 
Vedia-DigSale w Alternatives 
Nashua - GlS 
Nashua - IS Suppod 

Total OBM Costs 

Bond Reserve Requirements 

Description 
Line (All Ddlar Figures in Thousands) 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

1 O~erations and Maintenance Cost 
2034 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) $40,769 $40,793 $40,840 $44,317 $44,345 $44,399 
Difference frm Adjusted Revenue Requirement ($1 1,909) ($1 1,922) ($1 1.943) ($12.572) ($12,595) ($12,625) 

Escalation 
Rate 2035 2036 2031 2032 2033 



GES Exhibit 5 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

3 Bond p-nts - 30 Years 
4 Bond lnterest Payment 
5 End of Year Bond Balance 
6 Trsabnent System Bond 
7 Beginning of Year Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lnterest Payment 
10 End of Year Bond Balance 
11 Reconstruction Bond 
12 Beginning of Year Bond Balance 
13 Bond Payments - 30 Years 
14 Bond lnterest Payment 
15 End of Year Bond Balance 
16 Repalr h Replacement Bond 
17 Beginning of Year Bond Balance 
18 Bond Payments - 30 Years 
19 Bond lnterest Payment 
20 End of Year Bond Balance 
21 Repair h Replacement Bond 
22 Beginning of Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond Interest Payment 
25 End of Year Bond Balance 
26 Repair h Replacement Bond 
27 Beginning of Year Bond Balance 
28 Bond Payments - 30 Years 
29 Bond lnterest Payment 
30 End of Year m d  Balance 
31 Repalr h Replacement Bond 
32 Beginning of Year Bond Baknce 
33 Bond Payments - 30 Years 
34 Bond interest Payment 
35 End of Year Bond Balance 
36 Repalr h Replacement Bond 
37 Beginning of Year Bond Babame 
38 Bond Payments - 30 Years 
39 Bond 1ntef-A Payment 
40 End of Year Bond Balance 
41 Repalr h Replacement Bond 
42 Beginning of Year Bond Balance 
43 Bond Payments - 30 Yeen 
44 Bond lnterest Payment 
45 End of Year Bond Balance 
46 Repair h Replacement Bond 
47 Begirming of Year Bond Balance 
48 Bond Payments - 30 Years 
49 Bond lnterest Payment 
50 End of Year Bond Balance 
51 Repalr h Replacement Bond 
52 Beginning of Year Bond Balance 
53 Bond Payments - 30 Years 
54 Bond Inter& Payment 
55 End of Year Bond Balance 
56 Repair h Replacement Bond 
57 Begiming of Year Bond Balance 
58 Bond Payments - 30 Years 
59 Bond lnterest Payment 
60 End of Year Bond Balance 
61 
62 Total Beginning of Year Balance 
63 Total End of Year Balance 
64 Total Annual Bond Payments 
65 Total Annual Interest Payments 
66 Total Annual Expense 

Line 

(A) Purchase Proposals: 
Purchase Price 
Amount to Buyout BFA Bond for 
Capital Recostruction (CWP) 

Desaiption (PI1 Dollar Figures in Thousands) 

Nashua's 
$95.000 

1 Purchase Bond Amount (A) 
2 Beoinnino of Year Bond Balance 



GES Exh ib i t  5 
Using the PWW Proposed Purchase Price 

Revenue Requirements - City o f  Nashua 
Unadjusted Bond Payment Requirements 

Lane Description (All Dollar Figures In Thousands) 
1 Purchase Bond Amount (A) 
2 Beainnma of Year Bond Balance 
3 Bofid ~ a k t s  - 30 Years 
4 Bond lnterest Payment 
5 End of Year Bond Balance 
6 Treatment S ~ t e m  Bond 
7 Beginning of Year Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lntwast Payment 
10 End of Year Bond Balance 
11 Raconstructlon Bond 
12 Beginning of Year Bond Balance 
13 Bond Payments - 30 Years 
14 Bond lnterest Payment 
15 End of Year Bond Balance 
16 Repair h Replacement Bond 
17 Beginning of Year Bond Balance 
18 Bond Payments - 30 Years 
19 Bond lnterest Payment 
20 End of Year Bond Balance 
21 Repalr h Replacement Bond 
22 Beginning of Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond Interest Payment 
25 End of Year Bond Balance 
26 Repair h Replacement Bond 
27 Beginning of Year Bond Balance 
28 ~ o n d  Payments - 30 Years 
29 Bond lnterest Payment 
30 End of Year Bond Balance 
31 Repalr h Replacement Bond 
32 Beginning of Year Bond Balance 
33 Bond Payments - 30 Years 
34 Bond Interest Payment 
35 End of Year Bond Balance 
36 Repair h Replacement Bond 
37 Beginning of Year Bond Balance 
38 Bond Payments - 30 Years 
39 Bond lnterest Payment 
40 End of Year Bond Balance 
41 Repair h Replacement Bond 
42 Beginning of Year Bond Balance 
43 Bond Payments - 30 Years 
44 Bond lnterest Payment 
45 End of Year Bond Balance 
46 Repair 6 Replacement Bond 
47 Beginning of Year Bond Balance 
48 Bond Payments - 30 Years 
49 Bond lntwast Payment 
50 End of Year Bond Balance 
51 Repair 6 Replacement Bond 
52 Beginning of Year Bond Balance 
53 Bond Payments - 30 Years 
54 Bond lnterest Payment 
55 End of Year Bond Balance 
56 Repair h Replacement Bond 
57 Beginning of Year Bond Balance 
58 Bond Payments - 30 Years 
59 Bond lnterest Payment 
60 End of Year Bond Balance 
61 
62 Total Beglnnlng of Year Balance 
63 Total End of Year Balance 
64 Total Annual Bond Payments 
65 Total Annual Interest Paymants 
66 Total Annual Expenre 

(A) Purchase Proposals: 
Purchase Pdce 
Amount to Buy-out BFA Bond for 
Capital Racostructlon (CWP) 



GES Exhibi t  5 
Us ing the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

2 Beginning of Year Bond ~aiance 
3 Bond Payments - 30 Years 
4 Bond lnterest Payment 
5 End of Year Bond Balance 
6 Treatment System Bond 
7 Begunning of Year Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lnterest Payment 
10 End of Year Bond Balance 
11 Reconstruction Bond 
12 Beginning of Year Bond Balance 
13 Bond Payments - 30 Years 
14 Bond lnterest Payment 
15 End of Year Bond Balance 
16 Repair b Replacement Bond 
17 Beginning of Year Bond Balance 
18 Bond Payments - 30 Years 
19 Bond lnterest Payment 
20 End of Year Bond Balance 
21 Repair b Replacemant Bond 
22 Beginning ot Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond lnterest Payment 
25 End of Year Bond Balance 
26 Repair b Replacement Bond 
27 Beginning of Year Bond Balance 
28 Bond Payments - 30 Years 
29 Bond lnterest Payment 
30 End of Year Bond Balance 

tine 

31 Repair 6 Replacmmt Bond 
32 Beginning of Year Bond Balance , 

33 Bond Pawnents - 30 Years 
34 Bond 1nt;xestPayment 
35 End of Year Bond Balance 
36 Repalr b Replacement Bond 
37 Beginning of Year Bond Balance 
38 Bond Payments - 30 Years 
39 Bond lnterest Payment 
40 End of Year Bond Balance 
41 Repalr 6 Replacemant Bond 
42 Beginning of Year Bond Balance 
43 Bond Payments - 30 Years 
44 Bond lnterest Payment 
45 End of Year Bond Balana, 
46 Repalr b Replacement Bond 
47 Beginning of Year Bond Balance 
48 Bond Payments - 30 Years 
49 Bond lnterest Payment 
50 End of Year Bond Balance 
51 Repalr h Replacemmt Bond 
52 Beginning of Year Bond Balance 
53 Bond Payments - 30 Years 
54 Bond lnterest Payment 
55 End of Year Bond Balance 
56 Repair b Replacement Bond 
57 Beginning of Year Bond Balance 
58 Bond Payments - 30 Years 
59 Bond lnteresl Payment 
60 End of Year Bond Balance 
61 

1 Purchase Bond Amount (A) 
Description (MI Dollar Figures in Thousands) 

62 Total Beginning of Year Balance 215.950 202.124 229.318 214,125 198.932 229.881 213.150 196,419 231.592 213.131 194.670 
63 Total End of Yaar Balanca 202.124 188.298 214.125 198,932 183.739 213,150 196.419 179.688 213.131 194.670 176.209 
64 Total Annual Bond Payments 13.826 13.826 15.193 15.193 15.193 16,731 16.731 16.731 18.461 18.461 18.461 
65 Total Annual Interest Payments 10.150 9,500 10.778 10,064 9.350 10,804 10.018 9.232 10,885 10,017 9.149 
66 Total Annual Expense 23.976 23.326 25.971 25.257 24,543 27.535 26.749 25.963 29.346 28.478 27.610 

(A) Purchase Proposals: 
Purchase Price 
Amount to Buysut BFA Bond for 
Capital Recostmction (CWIP) 

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 



GES Exhibit 6 - Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

1 Line I Description (All Dollar Figuresinfhousands) 1 2007 1 2008 1 2009 ( 2010 1 2011 1 2012 1 2013 ( 2014 1 2015 ( 2016 1 
Prior Year-End Balance $223.560 $207.038 $1 92,088 

Bond Issue $20,248 $22.776 $25,619 

Reserve Reinveslmenl -51 1,006 -$10,760 -$10,610 

1 Total Beginning of Year Balance $248,400 $240,120 $231,840 $232,802 $224,214 $215,626 $219,054 $210,065 $201,077 $207,097 

2 Total End of Year Balance $240,120 $231,840 $223,560 $224,214 $215,626 $207.038 $210,065 $201,077 $192,088 $197,608 

3 Total Annual Bond Payment $8,280 $8,280 $8,280 $8.588 $8,588 $8.588 $8,989 $8,989 $8,989 $9,489 

4 Total Annual Interest Payment $11,675 $11,286 $10,896 $10,942 $10.538 $10,134 $10,296 $9.873 $9,451 $9,734 

5 Total Annual Expense $19.955 $19,566 $19,176 $19,530 $19.126 $1 8.722 $1 9,285 $18,862 $1 8,440 $19.223 

6 

7 Bond Payment Coverage $24,944 $24,458 $23,970 $24,413 $23,908 $23.403 $24,106 $23,577 $23,050 $24,029 

8 Bond Reserve Required $4,989 $4.892 $4,794 $4,883 $4,782 $4,681 $4,821 $4.715 $4,610 $4,806 

9 Bond Reserve Retained $1,247 $1.223 $1,199 $1.221 $1,195 $1,170 $1,205 $1.179 $1,153 $1,202 

10 Bond Reserve Reinvested $3,742 $3,669 $3,595 $3,662 $3.587 $3,511 $3,616 $3,536 $3,457 $3,604 



GES Exhibit 6 - Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

I Line I Description (All Dollar Figuresin Thousands) 1 2017 1 2018 1 2019 ( 2020 1 2021 1 2022 1 2023 1 2024 1 2025 1 2026 ( 
Prior Year-End Balance $178,630 $166,595 $155,921 

Bond Issue $28,818 $32,417 $36,466 

Reserve Reinvestment -$10,561 -$10,619 -510,784 

1 Total Beginning of Year Balance $197,608 $188,1 19 $196,887 $186,790 $176,692 $188,393 $177,569 $166,745 $181,603 $169,923 

2 Total End of Year Balance $188.1 19 $178,630 $186,790 $176,692 $166.595 $177,569 $166,745 $155,921 $169,923 $158,243 

3 Total Annual Bond Payment $9,489 $9.489 $10,097 $10,097 $10,097 $10,824 $10.824 $10,824 $11.680 $11,680 

4 Total Annual Interest Payment $0,288 $8,842 $9,254 $8,779 $8,305 $8,854 $8,346 $7,837 $6,535 $7,986 

5 Total Annual Expense $18,777 $18,331 $19,351 $18,876 $18,402 $19,678 $19,170 $18,661 $20,215 $19.666 

6 

7 Bond Payment Coverage $23,471 $22.914 $24.169 $23.596 $23,003 $24,598 $23,963 $23,326 $25,269 $24,583 

8 Bond Reserve Required $4.694 $4,583 $4,838 $4,720 $4,601 $4,920 $4.793 $4,665 $5.054 $4,917 

9 Bond Reserve Retained $1,174 $1,146 $1,209 $1,180 $1,150 $1,230 $1,198 $1,166 $1,263 $1.229 

10 Bond Reserve Reinvested $3,520 $3.437 $3,629 $3,540 $3.451 $3,690 $3,595 $3,499 $3.791 $3,688 



GES Exhibit 6 - Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

) Line I Description (All Ddlar Figures in Thousands) 1 2027 1 2028 1 2029 1 2030 1 2031 1 2032 1 2033 1 2034 1 2035 1 2036 1 Total I 
Prior Year-End Balance $ 148.563 $138,484 $131,659 

Bond Issue $41,020 $46,142 $51,904 

Reserve Reinvestment -$11,063 -$11.463 -51 1,994 

1 Total Beginning of Year Balance $158,243 $176,520 $183,841 $151,163 $173,163 $159,328 $145,494 $171,569 $156,404 $141,239 

2 Total End of Year Balance $146.563 $163,841 $151,183 $138,484 $159,328 $145,494 $131,659 $158,404 $141,239 $126,074 

3 Total Annual Bond Payment $1 1,680 $12,679 $12.879 $12,679 $13,835 $ 13.835 $13,835 $15.165 $ 15,165 $1 5.165 $328,877 

4 Total Annual Interest Payment $7,437 $8,296 $7.701 $7,105 $8,139 $7,488 $6,838 $8,064 $7.351 $6,638 $265,908 

5 Total Annual Expense $19,117 $20,975 $20,380 $19.784 $21,974 $21,323 $20,673 $23,229 $22,516 $21,803 $594,785 

6 

7 Bond Payment Coverage $23,896 $26,218 $25,475 $24,730 $27,467 $26.653 $25,841 $29,036 $28,145 $27,254 $743.485 

8 Bond Resenre Required $4,779 $5.243 $5,095 $4,946 $5,493 $5,330 $5,168 $5,807 $5,629 $5,451 $148,700 

9 Bond Reserve Retained $1.195 $1,311 $1,274 $1,237 $1,373 $1.333 $1,292 $1,452 $1.407 $1,363 $37,176 

10 Bond Reserve Reinvested $3.584 $3.932 $3,821 $3,709 $4,120 $3,997 $3,876 $4,355 $4,222 $4.088 $111,524 



GES Exhibit 7 -Adjusted (L Corrected 
Using the P W  Proposed Purchase Price 
Revenue Requirements 
Difference Between P W  and Nashua (2007-2036) 

1 Total Operating Revenue Required PWW 

2 Existing Revenue 

Line 

3 Rate Increase Required for PWW -Total Amount $7,553 $7.421 $7,312 $10,016 $9,879 $9,766 $12,821 $12,680 $12,564 $16,015 

Rate lncrease Required for PWW - Percent lncrease (Line 3 1 Line 
2) 41% 40% 39% 54% 53% 53% 69% 68% 68% 86% 

6 Total Revenue Requirement for City of Nashua Ownership $36,739 $36,633 $38,538 $37,387 $37,302 $37,142 $38,026 $37,961 $37.915 $39,390 

Descliption 
(All Dollar Figures in Thousands) 

7 Existing Revenue $18,800 $18,600 $18,600 $18,600 $1 8.600 $18,600 $1 8,600 $1 8,600 $1 8,600 $18.600 

2007 2008 2009 2010 2011 201 4 201 5 2016 

8 Rate Increase for City of Nashua Ownership - Total Amount $18,139 $16,033 $17.936 $18,787 $18,702 $18,542 $19,426 $19.361 $19.315 $20,790 

Rate Increase for City of Nashua Ownership - Percent lncrease 
(Line 6 I Line 7) 98% 97% 96% 101% 101% 100% 104% 104% 104% 112% 

11 Rate Comparison 

12 Difference between City and PWW - Total Amount 

13 Difference between PWW - Percent abwe $18.6 Million 

14 Difference between City - Percent abwe $18.6 Million 

15 

16 Cumulative Difference PWW to City - Total (A) ($10,586) ($21,196) ($31,824) ($40.596) ($49,419) ($58,195) ($64,800) ($71,481) ($78,231) ($83,007) 

Note: (A) 
Cumulative Difference PWW to City - (Original GES Exh.7 
Amount) $3.043 $5.953 $8,742 $12,826 $16,768 $20,583 $25.873 $31,015 $36,019 $42,703 

Difference from Adjusted Cumulative Difference PWW to City $13,629 $27,151 $40,586 $53,422 $66,187 $78,778 $90,673 $102,496 $1 14,250 $125.710 

Penentage Difference Between P W s  and Nashua's Annual 
Revenue Requirement ((Llne I - Llne 6) 1 Llne 6) -28.8% -29.0% -29.1% -23.5% -23.7% -23.6% -17.4% -17.6% -17.8% -12.1% 



GES Exhibit 7 - Adjusted 8 Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

1 Tdal Operating Revenue Required PWW $34,464 $34,344 $38,237 $38,080 $37,951 $42,344 $42,177 $39,378 $44,721 $44,834 $44,987 

2 Existing Revenue $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18.600 $18,600 $18,600 $18.600 $18,600 

2026 2027 Line (All Dollar Figures in Thousands) 

3 Rate Increase Required for PWW - Total Amount $15,864 $15,744 $19,637 $19,480 $19,351 $23,744 $23.577 $20,778 $26,121 $26,234 $26,387 

2025 

Rate lncrease Required for PWW - Percent lncrease (Line 3 / Line 
2) 85% 85% 106% 105% 104% 128% 127% 112% 140% 141% 142% 

6 Total Revenue Requirement for City of Nashua Ownership $39,346 $39,319 $41.144 $41,118 $41,113 $43,315 $43,308 $43,321 $45.936 $45.945 $45,976 

7 Existing Revenue $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 

8 Rate Increase for City of Nashua Ownership - Total Amount $20,746 520,719 $22,544 $22,518 $22,513 $24,715 $24.708 $24,721 $27,336 $27,345 $27,376 

Rate lncrease for City of Nashua Ownership - Percent lncrease 
(Line 8 1 Line 7) 112% 111% 121% 121% 121% 133% 133% 133% 147% 147% 147% 

11 Rate Comparison 

12 Difference between City and PWW - Total Amount 

13 Difference between PWW - Percent above $18.6 Million 

14 Difference between City - Percent above $18.6 Million 

16 Cumulative Difference PWW to City - Total (A) ($87,888) ($92,864) ($95.770) ($98,809) M### ##HIM## ######## ($1 08,015) ($109,230) ($1 10,340) ($1 11,329) 

Note: (A) 
Cumulative Difference PWW to City - (Original GES Exh.7 
Amount) $49,225 $55,601 $63.887 $72,005 $79.965 $90.093 $100,038 $107,152 $117,122 $127,185 $137.365 

Difference from Adjusted Cumulative Difference PWW to City $137.113 $148,465 $159,657 $170,814 $181,935 $193,034 $204,110 $215,167 $226,352 $237,525 $248,694 

Percentage Dlfference Between PWW's and Nashua's Annual 
Revenue Requlrement ((Line 1 - Line 6) / Llne 6) -12.4% -12.7% -7.1% -7.4% -7.7% -2.2% -2.6% -9.1% -2.6% -2.4% -2.2% 



GES Exhibit 7 - Adjusted & Corrected 
Using the PWW Proposed Purchase Price 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

Description 
Line (All Ddlar Figures in Thousands) 1 2 0 3 3 m ( 0 3 5  51 2036 / Total 

1 Total Operating Revenue Required PWW $50,938 $51,024 $51,156 $57,788 $57,854 $57,961 $65,382 $65,408 $65,491 $1,256,557 

2 Existing Revenue $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $558,000 

3 Rate Increase Required for PWW - Total Amount $32,339 $32,424 $32,558 $39,188 $38,254 $39.361 $46,782 $46.808 $46,691 $698,557 

Rate lncrease Required for PWW - Percent lncrease (Line 3 1 Line 
2) 174% 174% 175% 211% 211% 212% 252% 252% 252% 125% 

6 Total Revenue Requirement for City of Nashua Ownership $49.042 $49.068 $49,118 $52,678 $52,715 $52.783 $56,889 $56,840 $57.024 $1,321,131 

7 Existing Revenue $18,600 $18,600 $18,600 $18,600 $18.600 $18,600 $18,600 $18,600 $18,600 $558.000 

8 Rate Increase for City of Nashua Ownership - Total Amount $30,442 $30,468 $30,518 $34,078 $34,115 $34,183 $38.289 $38,340 $38,424 $763,131 

Rate lncrease for City d Nashua Ownership - Percent lncrease 
(Line 8 1 Line 7) 164% 164% 164% 183% 183% 184% 206% 206% 207% 137% 

11 Rate Comparison 

12 Difference between City and PWW -Total Amount $1,897 $1,956 $2,038 $5,120 $5,139 $5.178 $8,483 $8,468 $8.467 ($64.574) 

13 Difference between PWW - Percent above $18.6 Million 174% 174% 175% 211% 211% 212% 252% 252% 252% 125% 

14 Difference between City - Percent above $1 8.6 Million 164% 164% 184% 183% 183% 184% 206% 206% 207% 137% 

16 Cumulative Difference PWW to City - Total (A) M###H# HHM W W M  ###- ($85,179) ($90,001) ($81,508) ($73,041) ($64,574) 

Note: (A) 
Cumulative Difference PWW to City - (Original GES Exh.7 
Amount) $150,714 $164,123 $177.623 $194.652 $211,713 $228,834 $249,899 $270,961 $282,053 

Difference from Adjusted Cumulative Difference PWW to City $260.146 $271,599 $283,081 $294,870 $306,882 $31 8,835 $331,408 $344,002 $356,627 

Percentage Difference Between PWW's and Nashua's Annual 
Revenue Requirement ((Llne I - Line 6) 1 Line 6) 3.9% 4.0% 4.1% 9.7% 9.7% 9.8% 14.9% 14.9% 14.8% 



GES Exhibit 4 -Adjusted L Corrected 
Using a Mid-Polnt Purchase Prlce 
Revenue Requirements - City of Nashua (2007-2036) 

John F. Guastella 

JFG-6 Revised 

DW 04-048 - 13 pages 

Description 
(All Ddlar Figures in Thousands) 

1 ODerations and Maintenance Cost 
Taxes -Ad Valwem (Input Esc. at 4%) 
Oversight (Input Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Vedia - Operations (Input Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (Input Esc.at 4%) 
Vedla - Hydrant Checks B Painting 
Nashua - Pennilting/Pdce 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Program Management 
Maintenance of Non-Rdling Stock 
Vehicle Repair 
Training for Operation of P W l T  Resources 
IT License Fees 
Vedia-DigSak or Alternatives 
Nashua - GIs 
Nashua - IS Support 

Total 08M Costs 

Bond Reserve Requirements 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) 
Difference from Adjusted Revenue Requirement 



GES Exhibit 4 -Adjusted 8 Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

Note: (A) 
Total Revenue Requirements (Original GES EAh. 4 Amount) 
Difference from Adjusted Revenue Requirement 

Description 
(All Ddlar Figures in Thousands) 

Escalation 
Rate 

1 Operations and Maintenance Cost 
2 Taxes -Ad Valorem (Input Esc. at 4%) 4.00% 
3 Oversight (Input Esc. at 3%) 3.00% 
4 Beck - Transition Fee 
5 Insurance (Input Esc. at 4%) 4.00% 
6 Purchased Water (Input Esc. at 4%) 4.00% 
7 Customer Service (Input Esc. at 3%) 3.00% 
8 Print Annual Consumer CR 3.00% 
9 Billings and Mailings 3.00% 
10 Sludge (Input Esc. at 3%) 3.00% 
11 Unplanned Maintenance (Input Esc. at 3%) 3.00% 
12 Vedia - Operations (Input Esc. at 3%) 3.00% 
13 Vedia - Transition Fee 
14 Utilities (Input Esc.at 4%) 4.00% 
15 Operational Contingencies (Input Esc.at 4%) 4.00% 
16 Veolia - Hydrant Checks & Painting 3.00% 
17 Nashua - PermittingPoIice 3.00% 
18 Base Engineering Services (Supplemental in Vedia Contract) 3.00% 
19 Capital Program Management 3.00% 
20 Maintenance of Non-Rolling Stock 3.00% 
21 Vehicle Repair 3.00% 
22 Training fw Operation of PWWIT Resources 3.00% 
23 IT License Fees 3.00% 
24 Vedia-DigSafe or Alternatives 3.00% 
25 Nashua - GIs 
26 Nashua - IS Support 3.00% - 
27 Total O&M Costs 
28 
29 Bond Reserve Requirements 
30 
31 Total Annual Bond Payments 
32 Total Annual Interest Payments 
33 Total Revenue Requirements (A) 



GES Exhibit 4 - Adjusted (L Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

Taxes - Ad Valorem (Input Esc. at 4%) 
Oversight (lnput Esc. at 3%) 
Beck - Transition Fee 
Insurance (Input Esc. at 4%) 
Purchased Water (Input Esc. at 4%) 
Customer Service (Input Esc. at 3%) 
Print Annual Consumer CR 
Billings and Mailings 
Sludge (Input Esc. at 3%) 
Unplanned Maintenance (Input Esc. at 3%) 
Veolia - Operations (lnput Esc. at 3%) 
Vedia - Transition Fee 
Utilities (Input Esc.at 4%) 
Operational Contingencies (lnput Esc.at4%) 
Vedia - Hydrant Checks 8 Painting 
Nashua - Pennilting/Pdice 
Base Engineering Services (Supplemental in Vedia Contract) 
Capital Pmgram Management 
Maintenance of Non-Rdling Stock 
Vehicle Repair 
Training lor Operation d P W I T  Resources 
IT License Fees 
Veolia-DigSafe or Alternatives 
Nashua - GIs 
Nashua - IS Support 

Total O&M Costs 

Line 

Bond Resewe Requirements 

Total Annual Bond Payments 
Total Annual Interest Payments 
Total Revenue Requirements (A) 

1 Operations and Maintenance Cost 

Description 
(All Ddlar Figures in Thousands) 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) 
Difterence from Adjusted Revenue Requirement 

Escalation 
Rate 2023 2024 



GES Exhibit 4 - Adjusted (L Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua (2007-2036) 

Note: (A) 
Total Revenue Requirements (Original GES Exh. 4 Amount) 540.769 $40,793 $40,840 $44,317 $44,345 $44,399 
Difference tram Adjusted Revenue Requirement ($10,097) ($10,188) ($10,285) ($ 11,069) ($11,167) ($11,273) 

Line 
1 Operations and Maintenance Cost 
2 Taxes - Ad Valorem (Input Esc. at 4%) 4.00% $4,617 $4,801 $4,993 $5,193 $5,401 $5.617 
3 Oversight (Input Esc. at 3%) 3.00% $640 $660 $679 $700 $721 $742 
4 Beck - Trans i t i~  Fee $0 $0 SO $0 $0 $0 
5 Insurance (Input Esc. at 4%) 4.00% $777 $808 $840 $874 $909 $945 
6 Purchased Water (Input Esc. at 4%) 4.00% $210 $219 $227 $236 $246 $256 
7 Customer Service (Input Esc. at 3%) 3.00% $390 $ 4 0 2 $ 4 1 4  $426 $439 $452 
8 Print Annual Consumer CR 3.00% $8 $8 $9 $9 $9 $9 
9 Billings and Mailings 3.00% $274 $283 $291 $300 $309 $318 
10 Sludge (Input Esc. at 3%) 3.00% $335 $345 $356 $367 $378 $389 
11 Unplanned Maintenance (Input Esc. at 3%) 3.00% $2,248 $2,316 $2,385 $2,457 $2,530 $2,606 
12 Veolia - Operations (Input Esc. at 3%) 3.00% $10.469 $10,783 $11.106 $11.440 $11,783 $12,136 
13 Veolia - Transition Fee $0 $0 $0 $0 $0 $0 
14 Utilities (Input Esc.at 4%) 4.00% $2,594 $2.698 $2,806 $2.918 $3.035 $3.156 
15 Operational Contingencies (Input Esc.at 4%) 4.00% $1,282 $1,333 $1,386 $1,442 $ 1.499 $1,559 
16 Veolia - Hydrant Checks 8 Painting 3.00% $24 $25 $26 $27 $27 $28 
17 Nashua - PermittingPolice 3.00% $30 $31 $32 $33 $34 $35 
I 8  Base Engineering Services (Supplemental in Vedia Contract) 3.00% $437 $450 $464 $478 $492 $507 
19 Capital Program Management 3.00% $61 $63 $85 $67 $69 $71 
20 Maintenance of NM-Rolling Stock 3.00% $6 $6 $6 $7 $7 $7 
21 Vehicle Repair 3.00% $230 $237 $244 $251 $259 $266 
22 Training hu Operation of PWWIT Resources 3.00% $0 SO $0 SO SO SO 
23 IT License Fees 3.00% $303 $312 $321 $331 $341 $351 
24 Veolia-DigSafe or Alternatives 3.00% $0 $0 SO SO $0 $0 
25 Nashua - GIs $0 $0 $0 $0 SO $0 
26 Nashua - IS Suppod 3.00% $274 $283 $291 $300 $309 $318 
27 Total OBM Costs $25,211 $26,062 $26.942 $27.853 $28,795 $29,770 
28 
29 Bond Reserve Requirements $5,131 $4.984 $4.837 $5,506 $5,343 $5,180 
30 
31 Total Annual Bond Payments $12.528 512,528 $ 12.528 $13.885 $13,885 $13,885 
32 Total Annual Interest Payments $7,996 $7.407 $6.818 $8,142 $7,489 $6,837 
33 Total Revenue Requirements (A) $50,866 $50,981 $51,125 $55.386 $55.512 $55,672 

Description Escalation 
(All Dollar Figures in Thousands) Rate 2031 2033 2032 2034 2035 2036 



GES Exhibit 5 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

-ne I Descnpt~on (All Calar FigLres n Tna~sands] 
1 Purchase Bond Amount (A) 
2 Beginning d Year Bond Balance 
3 Bond Payments - 30 Years 
4 Bmd Interest Payment 
5 End of Year Bond Balance 
6 Treatment System Bond 
7 Beginning d Year Bond Balance 
8 Bond Payments - 30 Years 
9 Bond lmerert Payment 
10 End d Year Bond Balance 
11 R0COltSt~dOn Bond 
12 Beginning d Year Bond Wance 
13 Bond Payments - 30 Yean 
14 Bond lnterest Payment 
15 End d Year Bond Balance 
16 Repalr & Replacement Bond 
17 Beg~nning of Year Bond Balana, 
18 Bond Paymmts - 30 Years 
19 Bond hterasl Payment 
20 End of Year Bcnd Balance 
21 Repalr & ~eplacement Bond 
22 Beginning of Year Bond Balance 
23 Bond Payments - 30 Years 
24 Bond I n t ~ P a y m e n t  
25 End of Year Bond Balance 
28 Rmpalr & Raplacement Bond 
27 Beginning d Year Bond Balance 
28 Bond Payments - 30 Yean 
29 ~ o n d  Interest Payment 
30 End of Year Bond Balance 
31 Repalr & Replacunent Bond 
32 BegiMing of Year Bond Bdance 
33 Bond Payments - 30 Years 
34 Bond M& Payment 
35 End of Year Bond Balance 
36 Ropalr & Raplacement Bond 
37 Beginring of Year Bond Balana, 
JB Bond Payments - 30 Years 
39 Bondhterest Payment 
40 End of YW Bond Balanca 
41 Rapalr & Raplacement Bond 
42 Beainnim d Year Bond Bdance 
43 8&;d payments - 30 Years 
44 ~ c n d  htwest Payment 
45 End d Year Bond B a l m  
48 Rapalr & Raplacement Bond 
47 Begirmiw of Year Bond Balance 
48 Bond Payments - 30 Years 
49 Bond Interest Paymmt 
50 End d Year Bond Balance 
51 Rapalr & Replacanent Bond 
52 Begiming of Yaar Bond Balanca 
53 Bond Payments - 30 Years 
54 Bond Menrrt Payment 
55 End of Year Bond Balanca 
56 Rapalr &Replacement Bond 
57 Beginring of Year Bond Balance 
58 Bond Payments - 30 Years 
59 Bond ~nterast payment 
60 End of Year Bond Balanoe 
61 
62 Total Bsglnnlng of Year Balans. 
63 Total End of Y u r  Balance 
64 Total Annual Bond Payments 
65 Total Annual Interest Payments 
66 Total Annual Expense 

(A) Purchase Proposals: 
Purchaae Pllce 
Amount to Buy-aut BFA Bond for 
CaplUl Recostrudlon (CWIP) 

Mid-Point 
$148,700 



GES Exhibit 5 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

Line I Desmption (All Dollar Figures in Ratsands) 
1 Purchase Bond Amount (A) 
2 Beginning o l  Year Bond Balance 
3 ~ o n d  Payments - 30 Years 
4 ~ o n d  Interest Payment 
5 End o l  Year Band Balance 
6 Treatment System Bond 
7 Beginning dYear Bond Balance 
8 Bond Payments - 30 Yean 
9 Bond Interest Payment 
10 End d Year Bond Balance 
11 Reconatructlon Bond 
12 Beginning ol Year Bond Balance 
13 Bond Payments - 30 Year 
14 Bond Interest Payment 
15 End ot Year Bond Balance 
16 Repalr h Raplacamant Bond 
17 Begirning dYear Bond B a l m  
18 Bond Papants - 30 Years 
19 Bond Interest Payment 
20 End of Year Bond ~alance 
21 Repalr h Raplacmnant Bond 
22 Begiming of Year Bond Balance 
23 Bond Payments - 30 Yean 
24 Bond IntersJt Payment 
25 End of Year Bond Balance 
28 Repair h Replwmnant Bond 
27 Beginning of Year Bond Balance 
28 Bond Payments-30Years 
29 BondhtarastPayment 
30 End of Year Bond Balanw 
31 Repalr h Rw~acmnant ~ o n d  
32 B e g v n ~ q  d Year Bond ~aana, 
33 Bond Pamentr - 30 Yean 
34 Bond lntersstpayment 
35 End d Year Bond B a l m  
36 R q A r  h Raplacanant Bond 
37 Beginning olYear Bond Baanee 
38 BondPaymants-30Years 
39 Bond lntere(itPayment 
40 End of Ysar Bond Balmce 
41 Rapalr h Raplwmnant Bond 
42 Begiming of Year Bond B a l m  
43 Bond Payments - 30 Years 
44 Bond htarastPayment 
45 End ol  Year Bond Balanca 
46 Repalr h Replacemant Bond 
47 Beginning ol  Year sand Wana, 
48 Bond Peyments-30Yeafs 
49 Bond Inter& Payment 
50 End olYear Bond Bdanw 
51 Rapalr h Replacamant Bond 
52 Begirning ol  Year Bond Baanee 
53 Bond Payments - 30 Years 
54 Bond InterstPayment 
55 End or Year Bond ~ a m w  
56 Repdr h Replacmnant Bond 
57 Beginning olYear Bond Balance 
58 Bond Payments - 30 Years 
59 Bond htsrestPayment 
60 End ol  Yeer Bond Balence 
61 
62 Total Bqlnnlng of Year Balanw 
63 Total End of Year B a l m w  
64 Total Annual Bond Payments 
65 TOW Annual Intareat Paymanh 
66 Total Annual Expanre 

(A) PurchaM Pmpoaals: 
Purchaaa Pr lw  
Amount to Buy-out BFA Bond for 
Crpltal Reeodmctlon (CWIP) 



GES Exhibit 5 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua 
Unadjusted Bond Payment Requirements 

I bne I Descnpt~on (All Dollar Figures in Thausands) 
1 Purchase Bond Amount (A) 
2 Bea~nnlna d Year Band Balance 
3 8 6 4  ~a&ents - 30 Years 
4 Bond Interest Payment 
5 End d Year Bond Balance 
6 Ttuatment System Bond 
7 Beg~nning d Year Bond Balance 
8 Band Payments - 30 Years 
9 Bond Interest Payment 
10 End d Year Bond Balance 
11 Reconatwdlon Bond 
12 RegiMing d Year Bond Balance 
13 BQnd Payments - 30 Years 
14 Bond Interest Payment 
15 End d Year Bond Balance 
16 R-lr 6 Raplacemant Bond 
17 Begmning 01 Year Bond Balance 
18 Bond Payments - 30 Years 
19 Bond Interest Payment 
m End d year eond B a l m  
21 Rqa l r  6 Raplacemant Bond 
22 Beainnina d Year Bmd Balance 

B& pahents - 30 Y- 
Bond Interest Payment 
End d Year Bond BaJmca 
R-lr 6 Replacement Bond 
Beginning d Year Bond Belenca 
Bond Payments - 30 Yean 
Bond her& Payment 
End d Year Bond Balance 
Repair 6 ~sp~acement Bond 
Beg i~ ing  of Year Bond Balance 
Bond Payments - 30 Yean 
Bond kderert Payment 
End d Year Bond B a l m  
Rspllr 6 Replacemant Bond 
Beginring d Year Band Belsnce 
Bond Payments - 30 Yeas 
~ o n d  lnterert Payment 
End d Year Bond B a l m  
Rspllr 6 Replacemant Bond 
Beginring d Year Band Balance 
Bond Payments - 30 Yeas 
Bond Merest Payment 
End d Year Band Balance 
Repalr 6 Replacemant Bond 
Begimng d Yaar Bond BaJance 
Bond Payments - 30 Yeas 
eond klterert Payment 
End d Year Bond BaJance 
Repalr 6 Replacement Bond 
Beginring d Year eond &lance 
Bond Payments - 30 Yeers 
Bond klt& Payment 
End d Year Bond BaJance 
Repalr 6 Replacement Bond 
Reginring d Year Bond Balance 
Bond Payments - 30 Y w s  
Bond Imenut Payment 
End d Year Bond Balance 

Total Beglnnlng of Year Balance 
TOW End of Y u r  Balancd 
Total Annual Bond Paymenta 
Total Annual Interat Payments 
Total Annual Expense 

(A) Purchase Pmpoaals: 
Purchase Pdce 
haunt to Bvysut BFA Bond for 
Capltal Recoatructlon (CWlP) 



GES Exhibit 6 - Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance $177,029 $167,737 $1 59,576 

Line 

Bond Issue $20.248 $22,776 $25.619 

Reserve Reinvestment -$8.716 -$8,706 -58,779 

1 Total Beginning of Year Balance $196,700 $190.143 $183,586 $188,561 $181,620 $174,678 $181,807 $174,397 $166.986 $176,416 

2 Total End of Year Balance $190,143 $183.586 $177,029 $181,620 $174.678 $167,737 $174.397 $166,986 $159.576 $168,444 

3 Total Annual Bond Payment 

4 Totd Annual Interest Payment 

5 Total Annual Expense 

6 

Description (All Dollar Figures in Thousands) 

7 Bond Payment Coverage 

8 Bond Resem Required 

9 Bond Resene Retained 

10 Bond Resene Reinvested 

2013 2007 2014 2008 2015 2016 2009 2010 201 1 2012 



GES Exhibit 6 - Corrected 
Using a Mld-Point Purchase Price 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance $152.501 $146.479 $141,483 

Bond Issue $28.818 $32.417 $36,466 

Reserve Reinvestment -$6,937 -59,187 -59,531 

1 Total Beginninp of Year Balance $166.444 $160.473 $172,362 $163.748 $155.113 $169,709 $160.300 $150,691 $168,418 $158.111 

2 Total End of Year Balance $160.473 $152.501 $163.748 $155.113 $146,479 $160.300 $150.891 $141.483 $158,111 $147,805 

3 Total Annual Bond Payment 

4 Total Annual Interest Payment 

5 Total Annual Evense 

6 

7 Bond Payment Coverage 

8 Bond Resem Required 

9 Bond Rasem Retained 

10 Bond Resera Reinvested $2,979 $2.908 $3,139 $3,062 $2,987 $3.259 $3.177 $3,094 $3,416 $3.325 



GES Exhibit 6 - Corrected 
Using a Mid-Point Purchase Prlce 
Revenue Requirements - City of Nashua 
Adjusted Bond Payment Requirements 

Prior Year-End Balance 

Bond Issue 

Resewe Reinvestment -$9,977 -510,536 -511,213 

1 Total Beginning of Year Balance $147,805 $168.541 $157,200 $145.858 $170.123 $157,595 $145,066 $173.229 $159,344 $145.460 

2 Total End of Year Balance $137,498 $157.200 $145.858 $134.517 $157,595 $145,066 $132,538 $159.344 $145.460 $131,575 

3 Total Annual Bond Payment 

4 Total Annual Interest Payment 

Line 

5 Total Annual Expense 

6 

2029 2031 

7 Bond Payment Coverage 

8 Bond Resewe Required 

9 Bond Resewe Retained 

10 Bond Resew Reinvested 

2030 2032 Description (All Dollar Figures in Thousands) 2033 2034 2035 2027 2036 2028 



GES Exhibit 7 - Adjusted 8 Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

1 Total Operating Revenue Required PWW $26.153 $26,021 $25.912 $28,616 $28,479 $26,366 $31.421 $31,280 $31.164 $34.615 $34.464 

2 Edsting Revenue $18,600 $16,600 $16,600 $16,600 $18,600 $16,600 $16,600 $18,600 $18,600 $18.600 $18.600 

3 Rate Increase Required for PWW -Total Amount $7,553 $7,421 $7,312 $10,016 $9,679 $9,766 $12,821 $12,680 $12,564 $16,015 $15,664 

2013 2014 

Rate lncrease Required for PWW - Percent lncrease (Une 3 1 
Line 2) 41X 40% 39%. 54% 53% 53% 69% 66% 68% 86% 85% 

Line 

6 Total Revenue Requirement for City of Nashua Ownership $31,546 $31,543 $31,551 $32,728 $32.741 $32,678 $33,864 $33.893 $33.938 $35,691 $35,736 

2015 

7 Edsting Revenue $16,600 $16.600 $16.600 $18,600 $18.600 $16.600 $16,600 $16,600 $16,600 $16.600 $18,600 

Description 
(All Ddlar Figures in Thousands) 2006 

8 Rete Increase for City of Narhua Ownership - Total Amount $12.946 $12,943 $12,951 $14,126 $14,141 $14,076 $15,264 $15,293 $15,338 $17.091 $17,136 

2016 2010 2007 2009 

Rate Increase for City of Nashua Ownership - Percent Increase 
(Line 6 1 Line 7) 70% 70% 70% 76% 76% 76% 82% 82% 82% 92% 92% 

2017 

11 Rate Comparlson 

12 Difference between City and PWW - Told Amount ($5,395) ($5.522) ($5,639) ($4,112) ($4.262) ($4,312) ($2,443) ($2,613) ($2.774) ($1.076) ($1,272) 

13 Difference between PWW - Percent above $16.6 Million 41% 40% 39% 54% 53% 53% 69% 66% 68% 66% 85% 

2011 

14 Difference between City - Percent above $16.6 Million 70% 70% 70% 76% 76% 76% 82% 82% 62% 92% 92% 

2012 

16 Cumulative Difference PWW to City- Totd (A) ($5,395) ($10,917) ($16.556) ($20,669) ($24,931) ($29,243) ($31,686) ($34,299) ($37,072) ($36,149) ($39.420) 

Note: (A) 
Cumuletive Difference PWW to City - (Originel GES Exh.7 
Amount) $3.043 $5,953 $6,742 $12,626 $16,768 $20,583 $25,873 $31,015 $36.019 $42.703 $49.225 

Difference from Adjusted Cumulative Difference PWW to City $8,438 $16,870 $25.298 $33,495 $41,699 $49,826 $57,559 $65,314 $73.091 $80.852 $86.645 

Percentage Difference Between P W s  and Nashua's Annual 
Revenue Requlrernent ((Llne I - Line 6) 1 Llne 6) -17.1% -17.S0/. -17.9% -12.6% -13.0% -13.2% -7.2% -7.7% -8.2% -3.0% -3.6% 



GES Exhibit 7 - Adjusted 8 Corrected 
Using a Mld-Point Purchase Price 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

1 Total Operating Revenue Required PWW $34,344 $38,237 $38.080 $37.951 $42.344 $42,177 $39,378 $44,721 $44,834 $44.987 $50.939 

2 Edsting Revenue $18.600 $18,600 $18,600 $18,600 $18,600 $18.600 $18,600 $18.600 $18.600 $18.600 $18.600 

Line 

3 Rate Increase Required for PWW -Total Amount $15,744 $19,637 $19.480 $19,351 $23.744 $23.577 $20,778 $26,121 $26,234 $26,387 $32,339 

Description 
(All Dollar Figures in Thousands) 2018 

Rate lncrease Required for PWW - Percant Increase (Line 3 I 
Line 2) 85% 106% 105Oh 104% 128% 127% 112% 140% 141% 142% 174% 

2026 2019 

6 Total Revenue Requirement for City of Nashua Ownership $35,797 $37.876 $37.935 $38,016 $40,448 $40.524 $40,621 $43,445 $43,534 $43,647 $46,902 

7 Edsting Revenue $18.600 $18.600 $18.600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18,600 $18.600 

2020 

8 Rate Increase for City of Nashua Ownership - Total Amount $17.197 $19.276 $19.335 $19,416 $21.848 $21,924 $22,021 $24.845 $24.934 $25,047 $28,302 

Rate lncrease far City of Nashua Ownership - Percent lncrease 
(Une 8 I Line 7) 92% 104% 104% 104% 117% 118% 118% 134% 134% 135% 152% 

2021 

11 Rate Comparison 

12 Difference between City and PWW -Total Amount 

2022 2023 

13 Difference between PWW - Percent above $18.6 Million 

14 Difference between City - Percent above $18.6 Mllion 

2024 

16 Cumulative Difference PWW to City - Total (A) ($40,874) ($40.512) ($40.368) ($40,432) ($38,536) ($36.883) ($38,126) ($36,850) ($35,549) ($34,209) ($30,172) 

2025 

Note: (A) 
Cumulative Difference PWW to City - (Original GES W . 7  
Amount) $55,601 $63.887 $72.005 $79,965 $90,093 $100,038 $107.152 $117,122 $127.185 $137,365 $150.714 

Difference from Adjusted Cumulative Difference PWW to City $96.475 $104.399 $112,373 $120,397 $128,629 $136,921 $145,278 $153,972 $162,734 $171,574 $180,886 

Percentage Difference Between P W s  and Nashua's Annual 
Revenue Requirement ((Llne 1 -Line 6) I Llne 6) -4.1% 1.0% 0.4% -0.2*/. 4.7% 4.1% -3.1% 2.8% 3.0% 3.1% 8.6% 



GES Exhibit 7 - Adjusted & Corrected 
Using a Mid-Point Purchase Price 
Revenue Requirements 
Difference Between PWW and Nashua (2007-2036) 

1 Told Operating Revenue Reqoired PWW $51,024 $51,156 $57.798 $57.854 $57,961 $65.382 $65.408 $65,491 $7,256,557 

Line 

2 Wsting Revenue $18.600 $18.600 $18,600 $18.600 $18.600 $18,600 $18.600 $18.600 $558.000 

3 Rate Increase Required for PWW - Total Amount $32,424 $32.556 $39,198 $39.254 $39.361 $46,782 $46.808 $46.891 1698.557 

(All Ddlar Figures in Thousands) 2034 

Rate lncrease Required for PWW - Percent lncrease (Line 3 1 
Line 2) 174% 175% 211% 211% 212% 252% 252% 252% 125% 

6 Total Revenue Requirement for City of Nashua Ownership $47,005 $47,134 $50,866 $50.981 $51,125 $55,366 $55.512 $55.672 $1,228,337 

2035 

7 Wsting Revenue $18,600 $18,600 $18,600 $18,600 $18,600 $18.600 $18,600 $18,600 $558.000 

8 Rate Increase for City of Nashua Ownership - Tot4 Amount $28,405 $28.534 $32,266 $32,381 $32,525 $36,786 $36,912 $37.072 $670.337 

2036 

Rate lncrease for City of Nashua Ownership - Percent Increase 
(Line 8 I Line 7) 153% 153% 173% 174% 175% 198% 198% 199% 120% 

Total 

11 Rate Comparison 

12 Difference between City and PWW - Total Amount $4,019 $4.022 $6,932 $6,873 $6,836 $9,996 $9.896 $9,819 $28.220 

13 Difference between PWW -Percent above $18.6 Million 174% 175% 211% 211% 212% 252% 252% 252% 125% 

14 Difference between City - Percent above $18.6 Yllion 153% 153% 173% 174% 175% 198% 198% 199% 120% 

16 Cumulative Difference PWW to City - Total (A) ($26,153) ($22,131) ($1 5,199) ($8.326) ($1,490) $8.505 $18.401 $28.220 

Nde: (A) 
Cumulative Difference PWW to City - (Original GES Eh.7 
Amount) $164,123 $177,623 $194.652 $211.713 $228,834 $249,899 $270.961 $292,053 

Difference from Adjusted Cumuldive Difference PWW to City $190,276 $199.754 $209,851 $220,039 $230,324 $241.394 $252,560 $263.833 

Percentage Difference Between PWW's and Nashua's Annual 
Revenue Requirement ((Llne I - Llne 6) I Llne 6) 8.8% 8.5% 13.6% 13.5% 13.4% 18.0% 17.8% 17.6% 



STATE OF NEW HAMPSHIRE 

BEFORE THE 

PUBLIC UTILITIES COMMISSION 

City of Nashua: Taking of Pennichuck Water Works, Inc. 

Docket No. DW 04-048 

LIMITED UPDATE TESTIMONY 

OF 

ROBERT F. REILLY 

November 14,2006 



Please state your name, business address and by whom you are employed. 

My name is Robert F. Reilly. My business address is 8600 West Bryn Mawr Avenue, 

Suite 950-N, Chicago, Illinois 60631-3505. I am an appraiser and am employed by 

Willamette Management Associates ("Willamette"). 

Did you previously provide testimony in this docket? 

Yes. I was retained by counsel for Pennichuck Water Works, Inc. ("PWW) to estimate 

the fair market value of the PWW operating assets. In that capacity, I have submitted 

testimony in this docket twice. 

In January 2006 I submitted my appraisal report, dated January 11, 2006, (the 

"Willamette Report"), and testimony that summarized the results of my appraisal (the 

"Willamette Appraisal"). In that testimony (the "January Testimony"), I concluded that, 

as of December 3 1, 2004, the fair market value of the PWW operating assets was 

$248,400,000. 

In May 2006 I submitted rebuttal testimony that analyzed the January 12, 2006 

appraisal report prepared by George E. Sansoucy, P.C., LLC ("the Sansoucy Report") 

and formed an opinion as to whether the appraisal presented in the Sansoucy Report ("the 

Sansoucy Appraisal") estimates the fair market value of the PWW operating assets. In 

that testimony (the "Rebuttal Testimony"), I summarized the results of my analysis and 

concluded that the Sansoucy Appraisal is not a reliable indicator of the fair market value 

of the PWW operating assets. My testimony, along with the attached rebuttal report 

dated May 22, 2006 ("'the Willamette Rebuttal Report"), discussed the 14 fundamental 

errors in the Sansoucy Appraisal that render the report not reliable for valuation purposes. 



What is the purpose of your limited update testimony? 

At the request of counsel for PWW, I performed two updates. 

First, I have updated the Willamette Appraisal to bring the valuation date forward. 

The Willamette Appraisal was prepared and filed in January 2006 and was based on 

financial information as of December 3 1, 2004. In my January 2006 testimony, I noted 

that I would update the appraisal report closer to the date of hearing based on the most 

current financial and asset information available as of that time. The most recent and 

available financial statements of PWW for a complete fiscal year are dated as of 

December 31, 2005, and I have used this recent financial information to update the 

Willamette Appraisal. A copy of the update to the appraisal report (the "Updated 

Willamette Appraisal"), together with appendices and exhibits, is attached hereto as 

Attachment RFR-3. I concluded that, as of December 3 1, 2005 the fair market value of 

the PWW operating assets is $273,400,000. 

Second, as an update to my Rebuttal Testimony, I performed an analysis of the 

deposition of George E. Sansoucy ("Sansoucy") dated July 11, 2006 and July 12, 2006 

("the Sansoucy Deposition") and the deposition of Glenn C. Walker ("Walker") dated 

July 13, 2006 ("the Walker Deposition"). The Depositions both reinforce and 

supplement the criticisms that were outlined in the Rebuttal Testimony. I prepared a 

report describing my analysis and the conclusions I reached. A copy of that report, 

together with appendices and exhibits is attached hereto as Attachment RFR-4. 

Does that conclude your testimony? 

Yes. 



Robert F. Reilly 
RFR- 3 
DW 04-048 

m 25 Pages 

Willamette Management Associates 

November 14,2006 

Joe A. Conner, Esq. 
Baker, Donelson, Bearman, Caldwell & Berkowitz, PC 
1800 Republic Centre 
633 Chestnut Street 
Chattanooga, Tennessee 37450 

Thomas J. Donovan, Esq. 
McLane, Graf, Raulerson & Middleton, PA 
City Hall Plaza 
900 Elm Street 
Manchester, New Hampshire 03 105 

Dear Messrs. Conner and Donovan: 

We understand that you represent Pennichuck Water Works, Inc. ("Pennichuck") and its parent 
Pennichuck Corporation in a condemnation proceeding ("the dispute") with the City of Nashua, New 
Hampshire ("Nashua" or "the City"). We understand that the City has filed a petition to condemn the 
Pennichuck subsidiary of Pennichuck Corporation. 

We understand that the dispute is pending before the New Hampshire Public Utilities Commission ("the 
PUC"). 

We understand that the dispute involves the valuation of all of the Pennichuck business operations, 
including all of the tangible property and intangible property of the operating business, as of a 
contemporaneous date. 

At your request, we have estimated the fair market value of the Pennichuck operating assets as of 
December 3 1, 2005, based on an update of the December 3 1, 2004 valuation. This valuation update 
should not be considered independent of the December 3 1,2004 valuation. 

PURPOSE AND OBJECTIVE OF THE ANALYSIS 

The objective of this analysis is to estimate the fair market value of the Pennichuck operating assets as of 
December 3 1, 2005, based on an update of the December 3 1,2004 valuation. The Pennichuck operating 
assets consist of the Pennichuck water source, storage, treatment, and distribution property, both tangible 
and intangible. 



The purpose of this analysis is to provide an independent valuation opinion to assist you in your 
representation of Pennichuck in the dispute. No other purpose is intended or inferred. 

DEFINITION OF VALUE AND PREMISE OF VALUE 

For the purpose of this analysis, we define fair market value as the price at which an asset would change 
hands between a willing buyer and a willing seller, when the former is not under any compulsion to buy 
and the latter is not under any compulsion to sell, and both parties have reasonable knowledge of the 
relevant facts. 

We analyzed the Pennichuck operating assets based on the premise of value in continued use, as a going 
concern. Based on our analysis, and in our opinion, this premise of value represents the highest and best use 
of the subject operating assets. 

As part of our analysis, we considered the three generally accepted approaches to the valuation of the 
operating assets of a going concern business: (1) the asset-based approach, (2) the income approach, and (3) 
the sales comparison approach. In conducting our analysis, we relied on (1) the asset-based approach and 
(2) the income approach. 

Asset-Based Approach 

The asset-based approach is based on the premise that the value of assets operating as a business 
enterprise is equal to (1) the current value of all of the subject operating assets (both tangible property 
and intangible property) less (2) the current value of the subject liabilities (both recorded and 
contingent). 

In our asset-based approach analysis, we used the asset accumulation method. 

In this analysis, ,we added the indicated values of the Pennichuck (1) tangible personal property, (2) 
operating real estate and real property interests, and (3) intangible personal property in order to estimate 
the fair market value of the Pennichuck total operating assets. 

For this valuation update, we relied on the intangible personal property value indications and the 
operating real estate and real property interests value indications from the December 3 1, 2004 valuation. 

Based on the asset-based approachlasset accumulation method (and after considering the impact of 
economic obsolescence), the indicated fair market value of the Pennichuck operating assets, as of 
December 3 1, 2005, based on an update of the December 3 1,2004 valuation, is $266,400,000, rounded. 



Income Approach 

The income approach is based on the premise that the value of the operating assets of a going concern 
business is the present value of the economic income expected to be derived from the assets. 

In our income approach analysis, we used the discounted cash flow method. 

Based on the income approachtdiscounted cash flow method, the indicated fair market value of the 
Pennichuck operating assets, as of December 3 1, 2005, based on an update of the December 3 1, 2004 
valuation, is $283,900,000, rounded. 

In our valuation synthesis, we assigned the greatest weight to the asset-based approach value indication 
for several reasons. 

First, the asset-based approach discretely identifies and individually values all of the tangible property 
and intangible property subject to the dispute. Second, unlike the other valuation approaches, which 
indirectly estimate the value of the subject operating assets, the asset-based approach directly values the 
Pennichuck operating assets. Third, since the Pennichuck operating assets exist for the special purpose 
of supplying potable water and fire protection to the residents of Nashua and ten surrounding New 
Hampshire municipalities, the Pennichuck operating assets represent "special-purpose" property. In the 
appraisal of special-purpose property, the cost approach is commonly used, and the asset-based approach 
relies principally on the cost approach to value individual tangible property and intangible property. 

We also assigned a significant weight to the income approach value indication. This valuation approach 
is the approach typically relied on by corporate acquirers to price M&A transactions. This is because the 
income approach enables the acquirer to evaluate (1) whether or not the acquirer can finance the 
potential acquisition and (2) whether or not the acquirer can earn a fair rate of return on the acquisition 
price. 

Business Operations 

For these reasons, we weighted the value indications as follows: (1) asset-based approacwasset 
accumulation method, 60 percent, and (2) income approach/discounted cash flow method, 40 percent. 

Based on our analysis and in our opinion, the fair market value of the Pennichuck operating assets, as of 
December 3 1,2005, based on an update of the December 31,2004 valuation, is (rounded): 

A valuation report, which describes in greater detail the analytical procedures performed and the value 
conclusions reached in this analysis, accompanies this opinion. 



During this assignment, we were provided with unaudited financial and operational data with respect to 
Pennichuck. We accepted these data without independent verification or confirmation. 

We are independent of Pennichuck and all other parties associated with the dispute. We have no current 
or prospective financial interest in the subject assets. Our fee for this analysis was in no way influenced 
by the results of our valuation. 

Very truly yours, 

Robert F. Reilly 



EXHIBIT 1 
PENNICHUCK WATER WORKS, INC. 

FAIR MARKET VALUE OF OPERATING ASSETS 
VALUATION SYNTHESIS AND CONCLUSION 

AS OF DECEIMBER 31,2005 
(BASED ON AN UPDATE OF THE DECEMBER 31,2004 VALUATION) 

(IN $000~)  

VALUATION APPROACH AND METHOD 

.4SSETSASED APPROACH 

Asset Accumulation Method [a] 

Indicated Exhibit 

a u s  Reftrence 

Discounted Cash Flow Method 2!m.w 

Iodkated Fair Market Value ol Operating .&sets [bl 273,400 

Falr Market Value of Total Operating Assets. Rounded 273,400 

Fooaotcs; 

a. Using the cost approach and. specifically, the reproduction cost new less depreciation (RCNLD) method to value the individual intangible 

praperry and the replacement cost new less depreciation method to value the individual tangible propcrry. 

b. In our valuation synthesis and conclusion. we weighted the value indicntions fmrn each valuation method a~ follows: (I) assex accumulation 

methcd, -; (2) discounted cash flow methcd, W ?  
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EXIIIBII' 1 
PENNICIIUCK WATER W O I W ,  INC. 

HISTORICAI, AND COMMONSIZE INCOhiE STATEMEN'I'S 
AS OF DECEMBER 31, ZOOS 

Fiscd Y u r s  Ended 
DcMlber 31. Conmlon-Sire 

(in WOOS) ZOOS 2004 2003 2002 2001 2005 2004 2003 2002 2001 

OpcroNlg & Maitblcuancc Exycnren 
I.abor 
Fuel. Powa. k Q~cmlcatu 
Rcnulalory h p a r c  
Supervision md Enginrering 
Adnlinislraive end Genanl Salaries 
laswnncr 
Pcnsioru 
Gctrcrd OnicNudmner Accnu~aing 
Maintrnulce & Miscdluleou% 

'I'olal OycrMinp & Maintcnmncc Expu~rcv 

Dcpccin~ion md Amortization E r p a l v ~  2.448 2.619 2,446 2.290 2,068 14 4% 16.7% 16 3% I5  2% 14 9% 

1.4 I S  1.533 1,350 1,421 8.1% 9.0Ya 10.2% 9.0% 10 2"; 

365 358 326 2W 2 5% 2.3% 2.4% 2.2% 2.1% 

0 (I) 2 0.07. g"/. E" E/* Z Y *  

1,779 1,891 1,616 1,713 106% 11.3% 116% I I . I %  123% 

OpaLy l n c o m ~  before lnmrnc Tsxer . 3.518 32Li J.180 3.814 2 . i  

Swcas: Ilirrorical Gnnncinl n a ~ c ~ s a ~ r s  lxovidul by PeMicbuck mugclncnr 
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EXHIBIT 4 
PENNICHUCK WATER WORKS, INC. 

HISTORICAL COST AND COMMON-SIZE RATE BASE 
AS OF DECEMBER 31, ZOOS 

(IN $000~) - 

Common-Size 
Rate Base Components At yistorical Cost Anulysis [a] 

Plant in Service 
Gross Utility Plant ~n Serv~ce 11 1,346 205.4% 
Less: Accum. Depreciation and Arnort - (30,986) Sx2% 

Net Plant in Service 80.360 148.3% 

Additions to Rate Base 
Openting Working Capital 1,928 3.6% 
Materials & Supplies 562 I .O% 
Prepayments 75 0.1% 
Unamortized Deferred Charges 2,013 3.7% 
Amortization of Contributions 2,507 

Total Additions to Kate Hase 7.087 13.1% 

Deductions from Rate Bnse 
Contributions in Aid of Conslruct~on 22.572 
Custo~ner Advances for Co~lstruction 87 
Customer Deposits I56 
Investment Tax Credit 900 
Deferred lnconic Taxes 8,562 
Regulatory L~ability 97 1 

Total Deductions from Rate Ease 33,249 

Rate Base 54.197 - I(W.O% 

Footnotes: 
a. Expressed u a percentnge of rate base. 
Sources. Hislor~cal cost rate base duta provided by i ' e~ichuck n~iuiapument. 
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EXHIBIT 5 
PENNICHUCK WATER WORKS, INC. 

FINANCIAL RATIO ANALYSIS 
AS OF DECEMBER 31,2005 

Fiscal Years Ended 
December 31. 

FINANCIAL RATIOS 2005 2004 2003 2002 2001 

SIZE 
Total Assels (1000s) 
Net Utility Plant (SOMls) 
Revenue ($000~) 
Operating Income before Taxes ($000~) 

ACTIVITYrTURNOVER 
Asset Turnover 
Net Utility Plant Turnover 
Working Capital Turnover 

PROFlTABlLlTY 
Return on Assets 
Return on Net Utility Plant 
Return on Revenue 

Sources. Exhibits 2 and 3 and Willamene Management Assoc~ates calculations 
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EXHIBIT 6 
PENNlCHUCK WATER WORKS, INC. 

FINANCIAL FUNDAMENTALS & NORMALIZATION ADJUSTMENTS 
AS OF DECEMBER 31,2005 

Fiscal Years Ended 
Deccmber 3 1, 

(in $000~) 2005 2004 2003 ZOO2 2001 

Rtvenue 16.952 15.685 15,050 15.071 13.9 19 

Operating Income before Income Taxes 3,576 3,518 3.223 4.780 3,814 

Normalization Adjustments: 
Kegula~ory Exxpcme 
Propelty Taxes [a] 
General Taxes 

Total Non~~al iu t ion  Adjust~ncnts 

Normalized Operating Income betore Income Taxes 4.864 4,833 4-64 1 6.020 5,123 

Depreciation B Amortization Expense 2.448 2.6 19 2.446 2.290 2,068 

NORMAUZED FI'NANCIAI. FUNDAMENTALS 
EBlT [bj 4.864 4,833 4.64 1 6,020 5.123 
EBITDA Icl 7,312 7,451 7.087 8.3 11 7,190 

Footnotes: 
a. Excluding taxes assessed on lnnd. 
b. Earnings Before lnreresl and Taxes. 
c. Earnings Refore Interest, Taxes. Depreciation, and Amorti7atlon. 
Sources: Exhibit 2 and Willamcttc Management Associates wlculations. 
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EXHIBIT 7 
PENNICHUCK WATER W O W ,  INC. 

DISTRIBUTION MAPS & AS-BUILT ENGINEERING DRAWINGS 
COST APPROACH 

REPRODUCTION COST NEW LESS DEPRECIATION METHOD 
AS OF DECEMBER 31,2005 

M a ~ n  lnventotv fin hear Fee0 

2.244.076 

As-Built Fee 

$3.00 

l'ntal Reproduction Cost New 

Less: Depreciation m d  Obsulscence [a] 

lodicaicd Reproduction Cost New Less Depreciation, Houndtd 

Footootcs: 

s. 'Ilic reproduction cost new oftlie maps and drawings considwed in our analys~s reflects only the cost to reproduce the maps and drawings that arc required for 
the current operations of Pemichuck. The reproduction cost new dues not include the costs necessary to reproduce historied maps and drawings that are no longer 
in active use for reference purposes. Accordingly, this reproduction cost new estimate is implicitly reduced for the amount of curnble functional ubsolescence (LC., 
excess maps and drawings) sssoc~~~td  with this intangible personal property ThereLbre, we did not adjust the reproducriori cost ricw estimate for any additional 
amount of functional obsolescence. 

h. Pemichuck menagenlent prov~ded the as-built fee per linear foot, which Pcnnichuck charges contractors for the cngincenng. inspeainn, and preperatlon of maps 
and drawings of transmission and distribution mains. in accordance with the rates approved by the PZJC. 
Sources: Information provided by Pemichuck managemenl and WillameUc Molug,cment Associates calculations. 
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EXHlBlT 8 
PENNICHUCIC WATER WORKS, INC. 

WATER PUMPING RIGHTS 
INCOME APPROACH 

DIRECT CAPITALIZATION METHOD 
A!3 OF DECEMBER 31,2005 

Avnaee binual Punipaee Averene Volurnctric Chars.  
Avernae Annual Pu~n~nge  (in t inll~nsl Cd Cubic Feet Pcr Gallon Lin Cubic Feel) foer Cubic Fool1 Ibl Indicated Val& 

4,934,210 0.133680556 659,608 1.11 734.144 

Direct Capi~aliza~ion Hate [c] 3% 

lndicated Fair Markct Value 24,47 1,457 

Indicated Fair Mvrket Value, Rounded z4a5!&w 

Pootnotrr: 
a. Pcl~nichuck management prov~dcd thc average annual pumpage t?om the water sources. 
b. According to (I)  information provided by Pe~ ichuck  management illid (2) an internal wdlcr purchase pro for~~ln, h e  average volumc(ric charge thdL Pennichuck Bedford 
pays to Manchcster Water Works and Merrimick Village District for the water sources is S 1.1 1 per cubic fool. 

c. Estimated as thc Pcnnichuck weighted average cost of capital of 5% minus the Pc~ ichuck  expected long-term growth rale 01'2%. 
Sources: Information provided by Pemichuck management and Willvnette Manayemen1 Associalcs calculat~ons. 
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EXAIBlT 10 
PENNICHUCK WATER WORKS, INC. 
SYNERGEN WORK ORDER DATABASE 

COST APPROACH 
REPRODUCTION COST NEW LESS DEPRECIATION METHOD 

AS OF DECEMBER 31, ZOOS 

Reproductio~~ Ti111e Total 
Number of Work per Work Order Reproduction Time Rcrponsiblr Average Rase Cost En~ployce Benefits Cost Total Cost Indicated 
Work Orders la] (Person-Hours) personnel m p - H o u r  (a dncat io~r  Factor pgr Pcrrol,-ti&$] Valqe] 

05,100 Engineering. Adrninisumtive, 
Accounting 

18 

Total Reproductio~t Cost Ncw 8,140,690 

Less: DTpr~%iiit~on and Obsolt~cence (b] '2 

lndicntrd Reproduction Cost New Ley$ Uepreeiatiun, Rounded #J!&@,Q 

a. The work order database tracks costs assaiatcd with the maintenance of the production. transmission. and disuihution system, nflice and equipment maintenance, and crutomer accoutrling. 

b. The reproduction cod new of the work orders considered in our analysis reflects only the cost to reproduce the work orders related to the oyeroting =sets In current use as of Deccatber 3 1.2005. Tlte repruductiolt cost 
new does not include the cosu necessary to rcpoduce work orders for retired ucselr. Accordingly, this reprodudon cost new eslinlate is implicitly rrduccd for thc amount of curable functional obsolexence (ie.. excess 
work orders) usocintcd with this inlnngible p=rsonal propcny. Thenfore, wc did not adjust the reproduction cost new estimate for any additional amount of hmct~onal obsolesccnce. 

Sources: 1nformnio11 prov~dcd by Pc~ichuck moliagement and Willunetlc Managunenl Associates calcululioas. 
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EXHIBIT 11  
PENNICUUCK WATER WOHKS. INC. 

WATER TRWIMENT WBOHATORY REPORTS AND ~I'ESI' UATA 
COST APPROACH 

REPRODUCI'IOH COST NEW LESS DEI'RECIATION IIIETHOD 
AS OF DECEMBER 31,2U05 

Ix-wa 
N H D U  Mootidy Opualiitp Repats 

HHDLS iVurr Use Repom 

Clr? h l m b l r  Sludge Rrpolir 

NIIDES h t u l  kpmu for Sldgs Lagwn Ady i l y  

NHWSED DDDP Su,$cs md Chlaine Rutduds 

NHWSEB W u r  SW BpctDnaEo~nu 

Cig Sltdgc Andytr 

N l l  WSEU Eruergmlsy A a i n  Pluu 

NHDES I'urmllmce E v d u ~ i m  Samplc~ 

NH\VSEil Srnlpl in~ Waircn 

h u d  Pam-Hours 

lpLeipun 

4 

1 

I 

1 

1 

I 

2 

10 

4 

5 

Armge Bmr C a t  

-1 
I7  

17 

I?  

I1 

I 5  

n 

23 

13 

21 

2 2 

Tad Colt - 
25 

25 

23 

23 

23 

15 

35 

34 

35 

31 

I n r l u t r d  RqwodurM.m Colt Nor h c *  I)rpmrlalan. Houedrd &2,QQ!! 

- - 

v0.(..1.,: - - 

- 

m PIMIChwL. mn ruein Iabnqoru md Ica dun b e d  h e  MN- olmm l o l n  yeur ra(10r.d by hmNllUES, NHWSW, or Cily. Ho*ercr. I h c I J  rrplN md l a 1  dm hl ma nu rsqurcd lo b. raainul ur neuly ubrdslc. Acwldlnyly, rte dld nut inc ldc  m ow mulyris 
1ho8e Lab r c p w  uud 1-1 d u  ha1 u. not q Y R d  a be nwndned by LLNIIDES. N l W S € B ,  m Clly. T l ln r lo r r  IW &d nol reduce l o  rrploduruwt con u a v  nlilnllr d d t r  lab #.p~nr md -1 dola for Imcllmal Asdcrcslce 
Sour-,: Informauul probid~d by Pelmidluck mun$msar md \Villun.lla hlnagmm( A&ociYc( cdculahu 



EXHIBIT 12 
PENNICHUCK WATER WORKS, INC. 

SCADA COMPUI'ER SOFTWARE SYSTEM 
COST APPROACH 

REPRODUCTION COST NEW LESS DEPRECIATION METHOD 
AS OF DECEMBER 31,2005 

Fu~~ctional Desig[l Com~onem 
Engineering Drawings 
Detabase Points (i e.. Blocks) 
Water Trcaonent Plant P1.C Progrnms 
Screens 
Remote Sites 
Communicntions 

Cost !ler 
Comoo~~cnt I$) 

5560 
$50 

$1 19.000 
$800 

$5.100 
$100.U00 

Total Number oh 
Comoonenls micaled Value ($1 

601 336,560 
2,452 122.600 

1 1 19,000 
307 24 5,600 
20 102,000 
1 100,000 

Total Reproduction Cost Ncw 1,025,760 

Less: Depreciation and Obsolescence [a1 0 

l~~d ic r t rd  Reproduction Cost New Lrrs Deprcclation, Roundcd lAluJN! 

Footnotes: 
a. The SCAI>A system completely satisfies the requirements of the users, in that it is fully functional and actively used as of the valuatioll dare It is continually 
updated, maintained, improved, and enhanced. Thercfure, we deterniined that there is no liunctional obsulesce~lce relatcd to the SCADA system. 
b. 'There is no employee benefit cost allocatioii factor since outside contractors contribute to the SCADA system n~nintcnmce. 
Sources: Infur~nation provtded by Pennifhuck marlagement and Willamettc Management Associates calculations 
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EXIIIBIT 13 
YENNICIIUCK WATER WORKS. INC. 

'ITUWED AND ASSEMBLED WORKFORCE 
COST APPROACH 

REPRODUCrlON COST NEW LESS DEPRECIATION METHOD 
AS OFDECEMBEH J1,2005 

CornnuuIy Syman O ~ r r o r  

E n g k s k l  Techinu 

SCADA Cavd Tcchluciu 

C~umn~onTrJwiciw 

Merludlr 

Udlig Tcd~mrin 

1V- Tm.llncn1 PI.- Opsuv 

Supallor 

hkur Tsrhnidm 

ALEOU&IIP. 

Adnuniwum 

Ci%",l Rulrr 

CAD I r t h c n m n  

Mclu l l rrda 

Lrb A d a 1  

Canune, Mi- b+.-eew.li.li.e 

h4nmlrn.n~ 

NHDES 
cmuiMQ@ 

n 

0 

0 

0 

U 

U 

I1 

U 

n 

U 

50 

511 

I) 

U 

11 

0 

(1 

D 

U 

11 

11 

0 

Ywtnola: 
a. T1ta Pemdoirhuck trllord a d  uvnabled wrtfwrr l r l l  fully ~wuit ininglo k hcd rdur of Pcnnichwk a ofthe r a l w o n  dslr Thcr.fwc. *r did aal rdwc Ur rcp&tim con Irr dJu P-ltul vli.cd md r r a a b l d  r d r m r r  Cm any ddilmorl rnoulll ofruncuond 
& . O ( U ~ C ~ C .  

b. )Intuirin8 n d  o4vmiring con. Utrmyh d~c luu~nmlr  in 1u.o I d  I K W I ~ ~ .  lh M d w r L  \vrUls. n d  a d u q  j-Js, apsrar. 10 prrrw oi-ud bur .rlary.pcr dirurrim r ~ d l  ?michurl: Inrpongenaal 
c New huc UZIWO~ PO. r ~ s m u  10 FWIII n(ar.vqe ammud coa( p a1Ipl~vc. pq l r p u i a  dlh Prnkhul ~ ~ l l v y c m u ~  
Sourccr l n f m u i m  provided bj Pcn*ishucLmw+.sw~~nlad W i l a u U ~  Un.gcmw w s  rdcu\uimr 



EXHIBI'I' 14 
YENNlCLlUCK WATER WORKS, INC. 

INTANGIBLE VALUE IN TI.IE NATllRE OF GOODWILL 
INCOME APPROACfI 

CAPITALIZED EXCESS EARNINGS METHOD (IN WOOS) 
AS OFDECEMBEH 31, ZOOS 

(IN SOool) 

Inml@t& P 0 r a . l  Propc* Is]: 

U'#nbrlim Mmp d As-&ill En&erwg Wmwnp 6.?W 

Wa(a Pmpiug Righls M.JM 
w w  syslrm R r d  md Ilrpl*u 1W 

S y w p  Won Ordu W a s  l . l W  

\V.kcTreum&hur).lLprrU d T t n  UW I U1 

S C A M  Gmpucr Solluur S $ d m  I.flXI 

Tsrirrd n J  A-Urd W d f m c  -& 
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EXHIBIT 15 
PENNlCHUCK WATER WORKS, INC. 

INTANGIBLE VALUE IN THE NATURE OF GOODWILL 
COST APPROACH 

INCOME SHORTFALL I ECONOMIC OBSOLESCENCE ANALYSlS 
AS OF DECEMBER 3 1,2005 

Indicated 

Value 

Valuation Variables ($000~) 

Operating Assets: 

Tangible I'ersonal Propetly [bl 

lnta~yiblc Personal Property [c]: 

Tolal Operating Assets S U ~ J ~ C I  lo Economic C>bmlcscence [dl 

Economic Ohsolescrnce Percent [el 

Eronornic Obrolcsccncc Perceui, Rounded 

Pootnotes: 
a. Source: Exhibit 14. 

b. Source, Exhibil 14. 

c. Source: Exhibit 14. 
d. Excludes working capitul, real estatc, and real propcrty interests 

e. Equals cupi~alized income shortfall divided by the value of the operating assets sub~ect to economic obsolescence. 
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EXHIBIT 16 
PENNICHUCK WATER WORKS, INC. 

COST APPROACH 
REPRODUCTION COST NEW LESS DEPRECIATION METHOD 

ALLOCATION OF ECONOMIC OBSOLESCENCE 
AS OF DECEMBER 31,2005 

Indtcated Fair Market 
Less: Value, atijustcd 

Indicated Econon~ic for Econon~ic 

RCNLD [a] Obsolesce~~cc Obsolescence, 

($000~) Percent [b] Rounded ($000~)  

'rang~ble Personat Property Ej 4 18,800 -45% 230,300 

intangible Peno~lal Property [dl 

U~str~bution Maps & As-Bull1 Engineering Drawings 

Watcr Pumping Rights [c] 

Water Systeln Recordr w d  Repons 

Synergen Work Order Database 
Water Treatment Laboratory Reports and Test Data 

SCAUA Con~puter Sonware System 

Trained m d  Assen~bled Workforcc 

1-olul Indicated Value of Operating Assets. before Econom~c Obsolescence [f] j; 460.600 

fool note^: 

a Rcproduction cost new lcss depreciation. 

b. Source: Exhibit 15. 

c. Based on ( I )  the appraisal of the tmgibte personal property of Pennichuck as of December 31.2004, performed hy Gannett Fleming, IIIC.. usiap the replacement cost 

new less depreciation rndhod, updated by (2) the tangible personal property add~tions and rcllremenls froin Ja~lwary 1,2005 to December 3 1.2005. 

d. Source: Exhibits 7 through 13. 

c. Valued using an inconle approach method. 

f Excludes working capital, real estate. and reul property inlercsts. 
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EXHIBIT 17 
PENNlCHUCK WATER WORKS, INC. 

ASSET-BASED APPROACH 
ASSET ACCUMULATION METHOD 

VALUE SUMMARY 
AS OF DECEMBER 31,2005 

(BASED ON AN UPDATE OF THE DECEMBER 31,2004 VALUATION) 
(IN S000s) 

Asset Cateeory 

Net Working Capital 

Tangible Personal Property 

Operating Real Estate and Real Property Interests: 

Real Estate Owned in Fee 

Real Propeny Easements 

Total orReal Estate and Real Property 

Intangible PCMDJ Property: 

Distribution Maps & As-Built Engineering Drawings 

Water Pumping Rights 

Water System Records and Reports 

Synergen Work Order Database 

Water Treatment Laboratory Reports and Test Data 

SCADA Computer Sofnuarc System 

Trained and Assembled Workforce 

Tohl  lntlaglbk Personal Property 

Indicated Fair Market Value of Operating Assets 

lndkattd Fair Market Value of Total Operating Assets, Rounded 

Indicated 
Value 

Exhibit 
Reference 
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EXHIBIT 18 
PENNlCIlUCK WATER WORKS, INC. 
PROJECTED lNCOME STATEMENTS 

AS OF DECEMBER 31.2005 

REDACTED 





EXIIIBL'l- 20 
I'ENNICIIUCK WATER WORKS, INC. 
PRESENT VALIJE DISCOUN'I' RATE 

WEICiITED AVERAGE CCIST OF CAPITAI, 
AS OF DECEMBER 31,2005 

Cost of Equity Capital: Source 

Risk-Free b t c  of Rctum 
Lung-tam Equity Risk Ple~niurn 

Small Can~prny F4uity Risk Premiu~rr 
Total Cost of Equity Capital 

4.6% T;rdr.~I I<c.*crvr Slatrsrlcnl Itclenrr. 1)cccrnher 3 1.2005 [a] 
7.2% S l ~ H 1 2 W j .  lbbolsor~ Asrainter 
6.5% .WB12i105. Ibbouon Asmciatcs Ib] 

Cost of Debt Capital: 

Avemge Cost of Debt 
'Total Cost of Debt Capital 

4.7% Mwdy'r Municipal Bond Yield Average, lion1 
4,73/r A4~rgenr HonlH~cor4 Dccen~ber 2005 [c] 

Capital Structure: 

MurLcr Value of Equity Capital 
Maket Value of Debt Capitnl 

'Tom1 Iuverted Capital 

5% Willa~notle Munagmat Associates estirnale [dl 
95% W~llamnte Mmagemenl Associatuv estimate [dJ 

law 

WACC (Rounded) 5% 

Yootnotcs: 
a. Yield on 20-Year U.S. Treasury Bard as of December 31.2005. 
b. Based m R ~ R  of r d ~ f n  UI stocks in the unallest dceile in tmns of markcc apiulization. 
c. Based UI avc?raKe yields of Ann. Aa, A, and Bal nlcd nruicipal bonds a5 of Decmbu 3 1, 2005. 
d, Based M lypical c~prl l l  stnlcnlre ofa public mtity acquircr. Aquisilicils of waler rrtilities by public entiti- are typically financed usilly nearly 100 pcrcent 

dcbl capital. 
Sourcu As indicated above 
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EXIIIBI'T 21 
PENNlCHUCK WATER WORKS, 1NC. 

INCOME APPROACH 
DISCOLINTED CASH FLOW METHOU 

VALUE SUMMARY 
AS OF DECEMBER 31,2005 

(BASED ON AN IIPDATE 0I:TtlE DECEMBER 31,2004 VALUATION) 
(IN SUUOs) 

REDACTED 



Robert F. Reilly 
RFR- 4 
DW 04-048 

Pages 

Willamette Management Associates 

November 14,2006 

Joe A. Comer, Esq. 
Baker, Donelson, Bearman, Caldwell & Berkowitz, PC 
1800 Republic Centre 
633 Chestnut Street 
Chattanooga, Tennessee 37450 

Thomas J. Donovan, Esq. 
McLane, Graf, Raulerson & Middleton, PA 
City Hall Plaza 
900 Elm Street 
Manchester, New Hampshire.03 105 

Dear Messrs. Comer and Donovan: 

We understand that you represent Pennichuck Water Works, Inc. ( " P W )  and its parent Pennichuck 
Corporation in a condemnation proceeding ("the dispute") with the City of Nashua, New Hampshire 
("Nashua" or "the City"). We understand that the City has filed a petition to condemn the PWW 
subsidiary of Pennichuck Corporation. 

We understand that the dispute is pending before the New Hampshire Public Utilities Commission ("the 
PUCYY). 

We understand that the dispute involves the valuation of all of the PWW business operations, including 
all of the tangible property and all of the intangible property of the PWW operating business, as of 
December 31,2004. 

In our rebuttal report dated May 22, 2006 ("the Willarnette Rebuttal Report"), we formed an opinion as 
to: 

1. the appropriateness of the valuation approaches, methods, and procedures presented in a report 
dated January 12, 2006 ("the 2004 Sansoucy Report") prepared by George E. Sansoucy, P.E., 
LLC; and 



2. the reliability of the fair market value conclusion presented in the 2004 Sansoucy ~eport. '  

At your request, we analyzed the deposition of George E. Sansoucy ("Sansoucy") dated July 11,2006 and 
July 12, 2006 ("the Sansoucy Deposition7') and the deposition of Glenn C. Walker ("WalkeZ7) dated July 
13, 2006 ("the Walker Deposition7'), (collectively, "the Depositions7'). 

This analysis of the Depositions supplements the Willamette Rebuttal Report. 

PURPOSE AND OBJECTIVE OF THE ANALYSIS 

The objective of this analysis of the Depositions is to supplement the opinions, comments, and 
conclusions presented in the Willamette Rebuttal Report. 

The purpose of this analysis is to assist you .in your representation of PWW in the dispute. 

This analysis is not to be considered an appraisal or a review appraisal, as those terms are described by 
Uniform Standards of Professional Appraisal Practice ("USPAP"). 

As part of our analysis, we relied on a collection of documents, including, but not limited to, the 
following: 

1. the documents listed in the Willamette Rebuttal Report; 

2. the 2004 Sansoucy Report; and 

3. the Sansoucy Deposition and the Walker Deposition. 

1. Suecial Purpose Propertv 

The 2004 Sansoucy Report does not address whether the PWW system constitutes special purpose 
property. Sansoucy testified, however, that "From a valuation perspective, [the operating assets of PWW] 
are drifting away from special purpose property."2 This is a fundamental error. 

Special purpose property is property (1) with a unique physical design, special construction materials, or a 
layout that restricts its utility to the use for which it was built and (2) that has relatively limited market at 
any particular time.' 

First, PWW was built for the unique purpose of supplying potable water and fire protection to the 
residents of Nashua and ten surrounding New Hampshire municipalities. Second, the PWW system 

1 "In this appraisal, the term market value is considered to be synonymous with fair market value." The 2004 Sansoucy Report. 2. 
2 

The Sansoucy Deposition. 294. 
Appraisal Institute. The Appraisal ofReal Estate. 25. 



represents property that is not frequently exchanged in the market. Since both requirements of special 
purpose property are met, the operating assets of PWW represent special purpose property. 

The 1995 Sansoucy Report concluded that the PWW system qualified as special purpose property. That 
report stated that the two requirements to qualify as special purpose property were met: "[l] These types 
of properties [special purpose properties], such as a water utility, are designed, constructed, franchised, 
and utilized for a specific, monopolistic purpose and regulated by state government, federal government 
or both. [2] Public utility property is not routinely bought and sold between willing buyers and sellers, 
and therefore does not lend itself to a recuning and commonly known market 

In the Sansoucy Deposition, and in regard to the operating assets of PWW, Sansoucy is asked, "Is it 
special purpose property in your opinion or not?" He responds, "Yes and no." He continues, "Yes, it's 
special purpose property within its immediate area, No, it is no longer special purpose property in the 
marketplace by definition of special purpose property in the marketplace.'" 

Sansoucy contends that the only factor relevant to his determination that the PWW operating assets no 
longer constitute special purpose property in the marketplace is the fact that some water utility sale 
transactions have occurred nationally over a period of time.6 

Furthermore, Sansoucy asserts that it is not necessary for such sale transactions to be comparable to the 
PWW system, just that such water utility sales be "transparent and ide~~tifiable."~ 

Based on Sansoucy's flawed analysis, it would be logical to conclude that every water utility system in 
the nation is "drifting away .from special purpose property." However, the mere fact that some water 
utility sale transactions have occurred nationally over the last eleven years does not automatically remove 
the PWW system (or any other water utility system in the nation) from the special purpose property 
classification. 

Sansoucy considers all water utility system sales collectively as evidence of the exchange of water 
utilities in the marketplace. By doing so, Sansoucy fails to consider each water utility system sale 
individually. He has no opinion as to whether any (or all) of the water utility system sales are comparable 
to the PWW system. More importantly, Sansoucy did not consider contemporaneous market 
characteristics of each water utility system sold. 

The detailed market analysis in our appraisal report and the Willamette Rebuttal Report demonstrates that 
there are no sufficiently comparable sales of water utility systems to support Sansoucy's contention that 
the PWW operating assets are "drifting away from special purpose property." 

Therefore, the 2004 Sansoucy Report claim that the PWW system is not special purpose property is 
fundamentally erroneous. This error affects the proper weighting in the reconciliation of value between 
the various approaches because the cost approach is typically accorded more weight in valuing special 
purpose property. In fact, Sansoucy acknowledges that if the property qualifies as special purpose 
property, the cost approach to valuation is "an appropriate approach to consider and rely upon."8 

4 The 1995 Sansoucy Report. 8. 
The Sansoucy Deposition. 294. 

6 The Sansoucy Deposition. 300. 
7 The Sansoucy Deposition. 295. 
The Sansoucy Deposition. 31 5. 



2. Intanaible Personal Proper& 

As noted in the Willamette Rebuttal Report, the 2004 Sansoucy Report fails to value the PWW intangible 
personal property. This is a fundamental error because the City is attempting to acquire all of the tangible 
property and all of the intangible property of the PWW operating business. 

The 2004 Sansoucy Report does not discretely identify and individually value the PWW intangible 
property. Sansoucy stated, in regard to the categories of intangible property, "You need to take them one 
at a time, because they're in different places in the company  record^."^ 

Sansoucy indicated that some intangible property is valued through his cost approach. As to whether 
specific categories of intangible personal property (specifically, logs, data sheets, recordings and other 
records of every test performed on every component of the water treatment, transmission, and distribution 
facilities) are included in his cost approach value indication, Sansoucy says, "Half and half''' As to 
whether engineering and design studies, either preliminary or final, complete or incomplete, together with 
all supporting data, work papers, and analyses related to every component of the water treatment, 
transmission, and distribution facilities are included in his cost approach value indication, Sansoucy says, 
"Those are generally in."" 

Sansoucy testified that other intangible property is not valued through the cost approach. In regard to 
these categories of intangible personal property (namely, the repair and maintenance records), Sansoucy 
states, "[Your income and market value indications] are used to make [your economic obsolescence 
calculation], but you don't pick up the value in that. You pick them up in those valuation methods." l2 In 
other words, Sansoucy concedes that the value of these particular categories of intangible personal 
property is excluded in his cost approach value indication. He argues that the value of these particular 
intangible personal property categories is included only in the income and market approach value 
indications. 

In the Sansoucy Deposition, Sansoucy contends that the value of intangible personal property is included 
in his cost approach value indication. He states, "So, they're [the intangible personal property] either in 
the market and income portion of the cost approach or they are found in the original costs and are swept 
down through the original cost analysis. It's all part of the same approach, which is the cost approach."'3 
This is an error because the asset-based approach directly values all of the tangible and intangible 
personal property. In contrast, the income and market approaches indrectly estimate the value of the 
subject personal property. 

Most fundamental, however, is the fact that the asset-based approach (1) discretely identifies and (2) 
individually values the subject personal property. As evidenced in the 2004 Sansoucy Report, and as 
confirmed in the Sansoucy Deposition, none of the PWW intangible personal property is (1) discretely 
identified or (2) individually valued. 

Therefore, the 2004 Sansoucy Report's failure to properly value the PWW intangible personal property is 
hndamentally incorrect. 

- ~p - 

The Sansoucy Deposition. 350. 
10 The Sansoucy Deposition. 361. 
" The Sansoucy Deposition. 362. 
l2 The Sansoucy Deposition. 360. 
l3 The Sansoucy Deposition. 353-354. 



3. Continuing Propertv Records 

As noted in the Willamette Rebuttal Report, the 2004 Sansoucy Report relies on inaccurate and 
incomplete on@ cost data in the tangible personal property trended original cost analysis. 

The 2004 Sansoucy Report uses the Pennichuck Water Works, Inc. - GAAP Taxable Assets Reports, also 
referred to as the Continuing Property Records ("CPR), as the data source for the original costs used in 
the tangible personal property trended original cost analysis.14 

As discussed in the Willamette Rebuttal Report, P W  notified Sansoucy in a letter dated November 15, 
2005 that (I) the original cost and (2) the acquisition date data within the CPR are not correct. 

In the Sansoucy Deposition, Sansoucy is asked, "The trended original cost is problematic, isn't i t?He 
responds, "It could be slightly off, sure."" Sansoucy later confums that he "choose to go with the [CPR] 
as they were regardless of their accuracy."16 

Sansoucy (1) understands that the CPR are inaccurate and incomplete yet (2) relies on this inaccurate and 
incomplete data as the basis of his trended original cost analysis. Moreover, he admits that his tangible 
personal property trended original cost analysis "could be"17 incorrect due to his reliance on the CPR. 

Therefore, the 2004 Sansoucy Report reliance on inaccurate and incomplete original cost data in the 
tangible personal property trended o r i g d  cost analysis is fundamentally flawed. 

4. Cauital Emenditures and Functional Obsolescence Considered in Cost A ~ ~ r o a c h  Valuation 
Analysis 

In the 2004 Sansoucy Report, Sansoucy applies functional obsolescence to items that are not, in fact, 
subject to functional obsolescence. 

Functional obsolescence is the decrease in the value of an asset due to its inability to perform the function (or 
yield the periodic utility) for which it was originally designed. An asset's deficiencies are considered curable 
when the prospective economic benefit of enhancing or modifjmg the asset exceeds the current cost (in terms 
of material, labor, and time) to change it. An asset's deficiencies are considered incurable when the current 
cost of enhancing or modifjmg the asset (in tenns of material, labor, and time) exceeds the expected future 
economic benefits of improving it. 

According to the 2004 Sansoucy Report, "There is curable functional obsolescence due to deficiencies in 
the system caused by assets not complying with the required water quality regulations." IS In the 
Sansoucy Deposition, Sansoucy acknowledged that there should not be functional obsolescence 
deductions for planned capital investments that are not required by water quality regulations. 

14 
Although the 2004 Sansoucy Report also refers to the Main Pipe Inventory as a data source, the Report does not indicate what 

information, if any, was extracted from the Main Pipe Inventory. The Main Pipe Inventory, also referred to as the engineering 
records, is simply a list of the PWW pipes. No cost information is included in the Main Pipe Inventory. Therefore, it appears 
that Sansoucy relied exclusively on the CPR as the data source for his original cost information. 

The Sansoucy Deposition. 409. 
l6 The Sansoucy Deposition. 432. 
l7 The Sansoucy Deposition. 409. 
Is The 2004 Sansoucy Report. 41. 



Sansoucy included a significant deduction for functional obsolescence based on "the cost to cure." This 
"cost to cure" was based on certain planned capital investments for the years 2004 through 2007 "related 
to the water treatment plant upgrade, meters radio reader program, the Armory pump house, the 
Shakespeare high pressure project, the Fifield] tank, the community water systems and the EPA 
vulnerability upgrades."'9 

In the Sansoucy Deposition, Sansoucy repeatedly contends that the water treatment plant upgrade, meters 
radio reader program, the Armory pump house, the Shakespeare high pressure project, the Fifield tank, 
the community water systems, and the EPA vulnerability upgrades are all required due to new water 
quality regulations.20 Sansoucy is simply incorrect, according to P W  management, because only the 
water treatment plant upgrade is required due to new water quality regulations. 

Sansoucy agrees that capital expenditures not mandated by new water quality regulations would not be 
subject to functional obsolescen~e.~~ Nevertheless, Sansoucy erroneously applies fimctional obsolescence 
to the meters radio reader program, the Armory pump house, the Shakespeare high pressure project, the 
Fifield tank, the community water systems, and the EPA vulnerability upgrades, which are items that are 
not, in fact, subject to functional obsolescence. 

Therefore, the 2004 Sansoucy Report application of functional obsolescence to items that are not, in fact, 
subject to functional obsolescence is fundamentally wrong. 

5. Capital Expenditures Disregarded in Income Approach Valuation Analvsis 

Capital expenditures are erroneously excluded in the 2004 Sansoucy Report income approach valuation 
analysis. The measure of cash flow that is capitalized in the 2004 Sansoucy Report yield capitalization 
method fails to consider either (1) capital expenditures or (2) changes in working capital. Failure to 
include these capital expenditures has resulted in an inflated value under the 2004 Sansoucy Report 
income approach valuation analysis. This inflated value conceals the fact that the methodology employed 
in the 2004 Sansoucy Report income approach valuation analysis will, if applied to the actual cash flow 
stream, simply approximate rate base. 

Fundamentally, the income approach is based on the economic principle that the value of the operating 
business assets is equal to the present value of the expected economic income to be derived by the owners 
of the subject assets. As stated in the 2004 Sansoucy Report, "The elements of the income capitalization 
approach that impact value are the reliability of the anticipated future cash flows and the cost of capital 
associated with the particular in~estment."~~ 

In preparing the income approach, Walker did not include the effect of the capital expenditures in 
normalizing the cash flow of PWW for the income approach. Walker testified that he "looked at that as 
being something that would be [a] function of - future rate  case^.'"^ In the Walker Deposition, Walker 
performed a rudimentary calculation of a corrected measure of cash flow, which adjusted for the capital 
expenditures that would be made. 

Using the original assumptions of the 2004 Sansoucy Report capitalization method, including the PWW 
tax-affected rate of return as the cost of capital, the capitalization of this corrected measure of cash flow 

l9  The 2004 Sansoucy Report. 41. 
20 The Sansoucy Deposition. 441.443. 

The Sansoucy Deposition. 463. 
22 The 2004 Sansoucy Report. 53. 
23 The Walker Deposition. 13 1-133. 



results in a number that approximates the PWW rate base as of December 31, 2004. 24 This corrected 
measure of cash flow resulted in a value indication of approximately $40,000,000. Rate base at that time 
was $44,000,000. 

The resultant approximation of the PWW rate base upon the capitalization of this corrected measure of 
cash flow indicates the serious error in disregarding capital expenditures in the 2004 Sansoucy Report 
income approach valuation analysis. Walker agrees that "Rate base is not fair market value."25 

Furthermore, as discussed in the Willamette Rebuttal Report, and as cited in the 1995 Sansoucy Report, 
"The choice of capitalization rates is dictated by the nature of the income stream to be capitalized. If the 
appraiser uses the rate of return allowed by the regulatory agency and capitalizes the regulatory agency's 
forecasted income at that rate, the resulting value estimate will be exactly equal to the utility's rate base. 
This result is a mathematical certainty and contributes nothing to the valuation process."26 

Therefore, the 2004 Sansoucy Report's exclusion of capital expenditures in the income approach 
valuation analysis is fundamentally invalid. 

SUMMARY AND CONCLUSION 

For the reasons explained in the Willamette Rebuttal Report, the 2004 Sansoucy Report is fundamentally 
flawed. Therefore, the 2004 Sansoucy Report is unreliable and fails to provide a reliable conclusion of the 
fair market value of the PWW operating assets as of December 3 1,2004. 

For the following reasons, our analysis of the Depositions further supports our conclusion: 

1. The 2004 Sansoucy Report claim that the PWW system is not special purpose property is 
fundamentally erroneous; 

2. The 2004 Sansoucy Report failed to properly value the PWW intangible personal property; 

3. The 2004 Sansoucy Report reliance on inaccurate and incomplete original cost data in the 
tangible personal property trended origml cost analysis is fundamentally flawed; 

4. The 2004 Sansoucy Report application of functional obsolescence to items that are not, in fact, 
subject to fuoctional obsolescence is fundamentally wrong; and 

5. The 2004 Sansoucy Report exclusion of capital expenditures in the income approach valuation 
analysis is fundamentally invalid. 

We are independent of PWW and all other parties associated with the dispute. We have no current or 
prospective financial interest in the subject assets. Our fee was in no way influenced by the results of this 
analysis. 

This analysis is not to be considered an appraisal or a review appraisal, as those terms are described by 
USPAP. 

24 The Walker Deposition. 137. 
25 The Walker Deposition. 138. 
26 

Woolery, Arlo. Valuation of Railroad and Utility Property. Lincoln Institute of Land Policy and Wichita Public Utility & 
Railroad Workshop. 35. 



Very truly yours, 

WILLAMETTE MANAGEMENT ASSOCIATES 

Robert F. Reilly 


