
1NAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 16Q4.01(1)

(1) Internal 
Financial Reports —These monthly .reports have been filed _previously

with the Commission.



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(2)

(2) Annual Reports to Stockholders —Not applicable because Pennichuck Water
Works, Inc. is a subsidiary of Pennichuck Corporation and 

has no other
shareholders. Pennichuck Corporation's Annual Report to Shareholders is
contained in this binder.



Federal Income Tax Reconciliation
Pennichuck Water Works, Inc.
December 31, 2012

Provided pursuant to NHPUC Rule 1604.01(3)

Net income per books for the test year $ (2,231,096)
Less: Non-Utility Expense Taxed Separately $ (5,339,303)
Addback provision for Federal and State income taxes 2,563,669
Pretax Book Income before permanent items and
Non-Utility Expense 5,671,876

Permanent Items:
50%meals &entertainment expenses 1,254
Amortization of Municipal Acquisition Regulatory Asset (MARA 954,452
Disqualifying Dispositions (ISO's) (61,488)

894,218

Taxable Income 6,566,093

NHBPT 556,041
Federal Income Tax 2,04U,664
Amortization of Investment Tax Credit (33,036) ',
Total Income Taxes $ 2,563,669

Note: The following are temporary differences (Schedule M-1 items) that are recorded
in Deferred Income Taxes: I
Estimated Schedule M-1 Items:
Accelerated depreciation/Amortization of CIAC 6,247,463
Book/Tax Difference on disposal of assets (6,207,600)
Excess FAS 106 and FAS 87 Costs 442,773 ~
PriorYear's Charitable Contributions 12,102
Vacation &bonus accruals -
Prepaid Expenses 234,937 ~
A/R Reserve (11,823)
Deferred Debits (234,937) ~

482,915 ~
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- Computation of Detailed Tax Factor
Pennichuck Water Works, Inc.
December 31, 2012 ~

Provided pursuant to NHPUC Rule 1604.01(4)

i
i
j

Taxable Income
4

100.00%

-Less: NH Business Profits Tax 8.50%

Federal Taxable Income 91.50%

Federal Income Tax Rate
i

34.00%

Effecrive Federal Income Tax Rate 31.11

Add: NH Business Profits Tax 8.50% ~

Effecrive Tax Rate 39.61%

Percent of Income Available if No Tax 100.00%

Effective Tax Rate 39.61 % - ,

Percent Used as a Divisor in Determining
the Revenue Requirement 60.39%

`. .

5/17/20134:01 PM H:1PW W 2013 Rate Case -Test Year 2012\1604.01 Schedules12012 Tax Factor #4.xls
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Pennichuck Water Works, Inc.
Charitable Contributions

For the Twelve Months Ended December 31, 2012

Provided pursuant to NHPUC Rule 1604.01(5)

Donee Amount
United Way of Greater Nashua 500
Boys 8~ Girls Club of Nashua 3,000
City of Nashua 250
Dana Farber 100
`Nashua Humane. Society 252
Nashua Police Relief Association 195
Salvation Army 500
Solomar Hospice 100
St. Joseph's Hospital 1,000
VFW 225
YMCA of Greater Nashua 5,000
Rotary Club of Nashua West 980

Tota12009 Charitable Contributions $ 12,102

I
I

i

i

i
i

Ii

i
i

5/17/20134:OQ-RI61WW 2013 Rate Case -Test Year 2012\1604.01 Schedules~2012 Charitable Contributions #5.xis~18
i

i



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(6)

(6) Advertising Charges Charged Above the Line -None.
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WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(7)

(7) Cost of Service Study —Latest cost of service study submitted in DW 10-091.



Pennichuck ~ ..Works, Inc. Page 1
2013 Capital . liture Budget

~auuU)

Provided pursuant to NHPUC Rule 1604.01(8)

Project
Project Description Rating

1 Service Truck Re lacement #75
1 Service Van Re lacement #92
3 Hot ressure Washer for E ui meM Geanin
1 Service Truck Re iacement 2 #s 84,9

Subtota12012 Camover Protects

New 2013 Proieefs

T&Q - PW W
-

1 12 New Services ~
T&D - PW W 1 25 Renewed Services ~
T8D - PW W 1 6 H dtaMs 3
T&D - PW W 1 6Valvesl8 Bleeders 3
T&D - PW W 1 150 New Meters rowth ~
T&D - PW W 1 Pavin 8
T8D - PW W 1 2532 Meters for meter exchan es to re lace lead meters CORE 1
T&D - PW W 1 251 Meters for meterexchan es to re lace lead. meters CWS 1
T&D - P1NW 1 Pi e Saws 2 7
T&D - PW W 1 Metal Detectors 5 7
T8~D - PW W 1 Service Truck Re lacement 2 #s 58 8 76 g
T&D - PW W 1 Plun e Cut i e saw 7
T&D - PW W 1 Service Van Re lacement 2 #s 93 & 24 g
T~Q - PwW 1 Ferroma netic Pi locators 4 7
T&D - PW W deferal Re IacemeM Air Com ressor for Wili St'-sho 7
T&D • PW W 1 Re lacement Confined s ace tri d, harness and ulie 7
T&D - PW W 1 Re lace confined s ace retractable winch 7
T8D - PW W 1 Re lacement Pressure recorders 4 7
T&D - PW W 1 Power broom 7
T&D - PW W 1 Re lacement trench boxes 2 7
T8D - PW W 1 ConsUuction Sin acka e 7
T&D - PW W deferal Restri e and sealcoat Wili SUeet front Parkin lot 8
T&D - PW W 1 1 Dewaterin Pum 7
T&D - PW W 1 Re lacement Plate Com actor 7
TB~D- PW W 1 H draM ai~6n for NFPA codin ,Nashua 5
T&D - PW W 1 Vac Trailer for N.Coun 7
T&D - PW W 1 Purchase dum trailerfor N. Coun ~
T&D - PW W 1 Leak Locators 2 7
T&D - PW W 1 Will Street tannin , desi n & a rovai 7
T&D - PW W 1 Portable Gana e N. Coun 7
T&D - PW W 1 Receiver Hitch Sander 7

........Q.. ~.. ~ ,Q

Tota12013 Capftai Projects Budget

2013 loci O/H

50.00
30.00
5.00

100.00
.188.00

36.00
62.50
27.00
34.00
18.75

110.00
380.00
40.00
2.50
5.00

100.00
3.00

60.00
12.00
10.00
7.50
3.04
4.00
1.00

30.00
6.00
8.00
3.00
8.50
6.00
15.00
5.00
5.00

250.00
15.00



Pennichuck Water Works, fic.
2073 Capital Expenditure Budget

(5000)

Provided pursuant to NHPUGRuIe 1604.01(8)

Project

Protect Description Rating Totai 2013 Intl O/H

2012 Carryover Proieets

Work Desch tlon
En 1 Dearborn St avemerit
En 4 Otterson 8t avement
E 1 Harbor Ave avemeM
E 1 Lake St avemeM
E 1 Main St Lake St avement
En 1 MRchall St avement
E~ 1 Pleasant 5t - 6"Main Re lacement W ICA Unlined Cast Iron
En 1 Ash St-8" Main Re lacement WICA Unlined Cast Iron
En 1 Walnut St - &" S 8" Main Re lacement W ICA Unlined Cast Iron
En 3 Station Demolition De 2 Birchwood &'Hubbard

8.00
3.00
8.00
11.00
17.00
2.00.

116.00-
240.00
210.00
30.00

Subtota12012 6arryover Projects 645.00

New 2013 Protects

N
N
N

Page 2



.~ Pennicfiuck ~_ . WoMca, inc.
Page 32013 Capital .inure Budget

(a~„a)

Provided pursuant to NHPUC Rule 1604.01(8)

Project
Project Description Rating Total 2013 loci O!H

Project
Peoject Description Rating Tota12013 loci OM

2012 Ca over Pro acts
Water Su i Re lace Filter media - WTP 1,4,5 500.00Water Su I Water Shed Piezometer instal! roundwater monitorin 2nr round sam lin ~ final re rt 4.00

Subtota12012 Carryover Projects 504.00

New 2013 Pro ects
W titer Su Filter Media Re lacement filters 3 and 4 WTP 1 4,5Water Su I WTP facili Nashua Snow Station Structural im rovements 4Water Su i WTP facili Nashua. New S rinkler Heads, FWPS chemical room 4Water Su f WTP facili Nashua deferai Paint floors, WTP FWPS 8Water Su For electrical e uC nt PM infra Red thermal ima in scanner 7Water Su i bothvehicles 2004 > 100 000 miles each Re lace 2 service vehicles #s 4Q & 65 6Water Su i new Hach DR 8000 s ectro hotometer forvarious ammeters New Laboreto E ui merit 7Water Su l Rehabilitate Shakes care rank #1 4Water Su i Booster/ Wetl Pum Re lacements 7Water Su i install Treatment S stems CWS 1 5
Water Su I De Redfield Tank re aidcoatin 4
Water Su i Miscellaneous structural im rovements booster stations 4
Water Su i Plaistow Valle Field Plaistow -rebuild treatment tem 5Water Su i Milford SCADA Communication, Bad er Hiii 3Water Su i Purchase new as detectors 2 4Water Su i miscellaneous ui ment urchases 7Water 3u i Salmon BroakDam rebuild 1,4
Water Su Water Shed street swee in catch basin deani msirrt ro ram feasibil
Water Su 1 Water Shed Roof leader disconnection ro ram
Water Su t Water Shed School education

suncocai new ~u~s rro~eczs

Total 2013, Capital Projects Budget

N
N
W

550.00
500.00
15.00
30.00
6.00
60.0
8.00

350.00
50.00
15.00
30.00
10.00
20.00
30.00
6.00
10.00

405.00
34.00
14.00



Pennichuck Water Works, Inc. Page 4
2073 Capital Expenditure Budget

(E000)

Provided pursuant to NHPUC Rule 1604.01{8)

- Project

ProJeet Description Raring Total 2013 foci O/H

Project

Project

Project Description Rating Tota12013 incl O/H
2012 Carr over Protects

Backup strategy change for better pertormance and increase Disaster
!T De-du lication Recove .Will also reduce Ta e story e'costs. 2, 3,7 SO.QO
tT LIMS on Handheld Electronic collection of ~aboreto data in the field -handheld hardware 2.3, 7 34.00

Hardware to allow up to 4 Customer Service Reps to take calls from
IT Remote Caii Center Access deferai customers at a remoteiocations as'rf ttie were sittin at their desk. 1,3,5,7 6.00

implement various Munis Billing software'enhancements to increase
IT Munis Enhancements Customer Service p abilities.- ' 1,3 20.00

Subtotal 2012 Carryover Projects 110.00



Provided pursuantto NHPUC Rule 1604.01(8)

Ate... ~1fl14 D...inw~e

Pennichuck ~ Works, inc. 
~e 52013 Capital Expenditure Budget

(a000~

Project
Project Description Rating Total 2013 incl O)H

R PWSC New Hire PC for new hire 5,8IT Water Su I En sneer New Hire PC for new hire 5,8IT GIS Administrator New Hire PC for new hire S,gIT Macula U rade u rade to Macula: General led er, Accounts Pa able, Accounts Rec. 2,3,8IT Printer for La re lacemenbof defective tinter 7

IT Virtual Server
4th server for our Virtual Environment will allow use ro add approx. 8 new
Servers without addin additional hardware. 3,4,7

IT Wireless Access at all PWW Facilities
Replace wireless hardware with supported infrestructure that can be
mono ed for one central location: 2,3,7IT RouteNSwitch re IacemeM Re lace 2 unsu orted Routers and one unsu oRed switch 3 7

IT Server Mana ement Software
Proactively monitors Server, PCs and Routers to warm of impending issues
that ma leave the network or servers uno eTabte. 2,3IT GIS' installation and confi uration of a GIS s stem 2,3,5,7IT Asset Mana emenf installation and confi uration of an AsseT Mana ement stem 2,3,5,7

IT Additional Click Licenses deferal

If DPaC does not get approved, then this should stay in, This would allow us
to get the construction crew up and running on Click before we move on to
asset Mana ement 2,3,5,7

IT OPaC.

implementation of a time collection, inventory, truck filed collection system.
OPaC (ma~amum value budgeted, possible lower cost alternative to be
considered 2,3,57IT Miscellaneous Hardware Miscellaneous hardware urchase re uests 2,3,5IT Miscellaneous Software Miscellaneous software urchase re nests 2,3,5

2 Pro'ectors for remote Nashua faciEities
Eliminate the need for ptesentors to have to worry about if a projector will be
available for remote resentations 2,3,7

2012 Carryover Projects -Total PWW

New 2013 Projects -Total PWW
Deferred Projects - 2013

Total Capital Budget - PWW

Pcoiect Rating
1 ~ must da, 2=defer, 3= discretionary, 4=deferred unless

SRF funding avail

N

N 5!17/20133:57 PMC3'1

3.00
3.00
3.00

41.00
1.00

30.00

~ o.00
10.00

7.00
309.00
12.00

45.00

551.00
15.00
8.00

2.00

Subtotal New 2013 Projects 1,050.00

Tota12013 Cap(tai Projects Budget 1,160.00

1,447.00

6,297.23
(131.00)

7.613.25

H:\PW W 2013 Ra4e Case -Test Year 201211604.01 Schedules~2013 PW W Capital Budget #B.xis

__ -



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 9604.01(9)

(9) Chart of Accounts.— No Difference.



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(10)

(10} Forms 10K and 10Q — As a privately held corporation,. Pennichuck Corporation is
no longer required to file 

Forms 

1 OK and Form 1OQ.



Penntchuck Water Works, ine.

Meetings &Conventions

2930.100.001

For the Year Ended December 31; 2012
Provided pursuantto NHPUC Rule 1604.01(11)

Date Vendor Description Employee Amount
1/23/2012 Water ISAC Water SecuriryNetwork- Registration 0. Ware $125.00
1/25/2012 American Express Airfare AW WA Utility Management Conference D. Ware $144.20
1/25/2012 Szopa,Todd Nahra Monthly Meeting- Registration - K. Giotas $20.00.

2/8/2012 Greater Nashua Chamber of Commerce State of the City 2012 Meeting- Registcatlon L. Goodhue, S. Greenwood, B. Hartley, L
$150.00

Patenaude, 6. Rousseau, 0: Ware
2/28/2012 New England Water Works Association Spring Conference and Exhibition- registration Chris Countie $390,00
2/29/2012 American Express Car Rental, Parking and fuel at the AW WA UMC D. Ware $1,058.61
2/29/2012 American Express Eastland Park Hotel- Maine Water Utilities Association Conference !. Boisvert $144.44
2/29/2012 Boisvert, John Maine Water Utilities- Registration 1. Boisvert $350.00
2/29/2012 Szopa,Todd Nahro Monthly Meeting- Registration K. Giotas $25,00
2/29/2012 Ware,Do~ald AWWAUMC-parking D. Ware $66.00
3/20/2012 Bernier, Kyle PLC Progreming school-Lodging Kyle Bernier $431.64
3/26/2012 Greater Nashua Chamber of Commerce legislative Update meeting- Registration L Goodhue,1. Patenaude, D. Ware $75.00
.3/26/2012 Greater Nashua Chamber ofCommerce 2012 Eminence Awards- Registretlon/nominee fee John Patenaude $210.00
3/31/2012 American Express Registration for NHOES Source Water Assessment Program D. Ware $40.00
3/31/2022 American Ground NHDES Drinking. Water Source Protection Workshop- Registratiom 8. Rousseau $40,00
4/18/2012 DeRoche, Mary Collective Bargaining Seminar Lodging Mary DeRoche $526.70
4/18/2012. DeRxhe, Mary Collective Bargaining Seminar- Registretton Mary OeRoche $495.00
4/30/2012 American Express NEWWAregistration J.Boisvert $ISD.00
4/30/2012 Szopa,Todd Nahra Monthty Meeting- registretion K. Gfotas & M. DeRoche $60.00
5/9/2012 Patenaude, John Protection Meeting-registration John Patenaude $51.00
5/15/2012 UNted Way of Nashua Annual Meeting-registration Bernie Rousseau $90.00 .
6/14/2012 Savoie, Mark Finandal Accounting &Reporting Update Conference in Cambridge MA Mark Savoie $101.73
6/26/2012 Pate~aude, John Seniorleadership Forum-registretion John Patenaude $45.00
7/18/2012 New Hampshire Water Works Association Annum and technical Meeting- registration B. Rousseau $45.00
8/30/2012 CouMte, Chris NEW WA annum conference- regirtration fees Chris Countie $367.76
8/31/2012 American Express NEW WA registration and Hotel D. Ware $794.44
8/31/2012 American Express NEW1NAFaiI Conference •registration and lodging J. Boisvert $SOOJ9
9/18/2012 New Hampshire NEW WA Annual and Technical Meeting- registration fee B. Rousseau $45.00
4/18/2012 New Hampshire NH Drinking Water Exposition and Trade Show- Registration fee Gary Tetley, Matt Day &Jane Vakelich $105.00
9/30/2012. American Express NEW WA fall Conference in Brewster MA D. Ware $252.46
9/30/2012 American Eupress Airfare and registration for A1NWA Conference for Water Quality Tech. Chris Countie $948,00
9/30/2012 Chamberlain, Lisa ClickSoft Conned Conference- Airfare and lodging Lisa Chamberlain $1,748J1
9/30/2012 Szopa,Todd HR Annual Meeting &The Survey Group TSG Annual Meeting- Registration M. DeRoche & K. 6iotas $110.00
10/10/2Q12 American Expfess NEVJWA Fall Conference J. Boisvert $301.61
10/10/2012 New England Water Works Association NEW WA - regfstretion C. Countie & B. Rousseau $290.00
10/31/2012. American Express NHBIAconference J. Boisvert $95.00
10/31/2012 American Express NEW WA Conference to Brewster, MA-Lodging and Meals Chris Countie $1,062.01
10/31/2012 Patenaude,lohn Commerce Meeting- registreUon 1ohrePatenaude $20.00
10/31/2012 Szopa,Todd MAMRAseminar-regis4ration M. DeRoche & K. Giotas .$45.00
11/19/2012 Patenaude,lohn Senior Leadership Fomm-registration John Patenaude .$45.00
11/27/2012 New England Water Works Association Monthly Membership Meeting- registretton 8. Rousseau & D. Ware 5110.00
11/30/2012 Countie, Chris kW WA-Water Quality Tech. Chris Countie $156.00

12/12/2012 American Eupress Airfare and ALVWA Conference registretio~ for Water Quality Tech. Conference Chris Countie $1,118.0

12/12/2012 American Express New England WaterAssodation Registretion J. Boisvert $100.00
12/18/2012 ilDYorp Rollcall-Business Conterencing Solutions Mary DeRoche $6.68
12/31/2012 Americas Express NEW WA monthly meeting registration Chris Countie $55.00
12/31/2012 American Express Airline and registration for A4VWA Mgt Conference D. Ware $1,15410

Grand Total $14,165.05



Pennichuck Water Works, Inc.

Memberships
2930-101-001

For the Year Ended December 31, 2012

Provided pursuant to NHPUC Rule 1604.01(71)

Date Vendor Description Employee Amount
1/12/2012 Partnership for safe water WTP Membership C. Countie $60U.00
1/23/2012 American Water Works Association Annual Membership Fee C. Countie $238.00
1/25/2012 American Express NEWWA 2012 membership dues John Boivert $95.00
1/25/2012 Water Research foundation Membership Fee D. Ware $807.56
1/25/2012- Greater Nashua Chamber of Commerce Membership Fee D. Ware $9711
2/15/2012 American Back flow prevention Association Membership Fee Peter Tedder $72.00
2/29/2012 Water Research Foundation Membership Fee 0. Ware $807.56
2/29/2012 WaterISAC Water Security Network ~ D. Ware $125.00
2/29/ZOi2 Greater Nashua Chamber of Commerce Membership Fee D. Ware $97.21
3/31/2012 Water Research Foundation Membership Fee D. Ware $807.56
3/31/2012 WateriSAC Water Security Network D. Ware $125.00
3/31/2012 Greater Nashua Chamber of Commerce Membership Fee 0. Ware $97.21
3/31/2012 American Payroll Annual Membership fee Lorna Cassidy $219.00
3/31/2012 Society for Human Resources Mngmnt Annual Membership Fee Mary OeRoche $180.00
4/4/2012 The Survey Group March and April Fee Mary peRoche $466.70
4/4/2012 Savoie, Mark NHSCPA membership fee 2012 M. Savoie S295.00
4/30/2012 Water Research foundation Membership Fee D. Ware $807.56
4J30/2012 WaterISAC Water Security Network D. Ware $125.00
4/30/2012 Greater Nashua 6hamber of Commerce Membership Fee 0. Ware $97.21
5/30/2032 Mahre-Human Resources Association Membership Fee M. OeRoche $75.00
5/31/2012 Water Research foundation Membership Fee D. Ware $807.56
5/31/2022 WaterISAC Water Security Network D. Ware $125.Q0
i/31/2012 Greater Nashua Chamberof Commerce Membership Fee D. Ware $97.21
5/31/2012 The Survey Group Annual Fee paid monthly Mary OeRoche S233.33
5/31/2012 New England Water Works Annual Membership For PWW D. Ware $355.00
5/31/2012 AWWA Individual Annual Membership 0. Ware $238.00
6/14/2012 American Water Works Assocaftion Annual Membership Fee B. Russeau $238.00
6/14/2012 Savoie, Mark AICPA annual dues 2012-2013 M. Savoie $420.00
6/14/2012 Savoie, Mark 1-year Subscription to FA58 M. Savoie $850.00
6/14/2012 Report IT Annual Membership Fee Mary DeRoche 5500.00 ;
6/30/2012 Water Research Foundation Membership Fee D. Ware $807.56,%"
6/30/2012 WateriSAC Water Security Network D. Ware $125.00
6/30/2012 Greater Nashua Chamber of Commerce Membership Fee D. Ware $97.21
6/30/2012 The Survey Group Annual Fee paid monthly Mary DeRoche $233.33
7/31/2012 Water Research Foundation _ Membership Fee 0. Ware $807.56
7/31/2012 WateriSAC Water Security Network D. Ware $125.00
7/31/2012 Greater Nashua Chamber of Commerce Membership Fee b. Ware $97.21
7/31/2012 The Survey Group Annual Fee paid monthly Mary DeRoche $233.33
7/31/2012 Greater Nashua Membership Fee 0. Ware 565.00
8/30/2012 American Water Works Association Annual Membership Fee Jim Delude $238.00
8/31/2012 Water Research Foundation Membership Fee D. Ware $807.56
8/31/2012 WaterISAC Water Security Network b: Ware $125.00
8/31/2012 Greater Nashua Chamber of Commerce Membership Fee D. Ware $97.21
8/31/2012 The Survey Group Annual Fee paid monthly Mary DeRoche $233.33
9/13/2012 Mahra Membership Renewal Karen Giotas $75.00
9/30/2012 Water Research Foundation Membership Fee 0. Ware $807.56
9/30/2012 WaterISAC Water Security Network 0. Ware $125.00 3
9J30/2012 Greater Nashua Chamber of Commerce Membership Fee D. Ware $9711
9/30/2012 The Survey Group Annual Fee paid monthly Mary DeRoche $233.33
10/31/2012 Water Research foundation Membership Fee Q. Ware $807.56
10/31/2012 WateriSAC Water Security Network D. Ware $125.00
10/31/2012 Greater Nashuathamber of Commerce Membership Fee 0. Ware $97.21
10/31/2012 The Survey Group Annual Fee paid monthly Mary OeRoche D $23333 .
11/19/2012 American Water Works Association Membership Renewal G. Tetley $85.00
31/30/2012 Water Research foundation Membership Fee D. Ware $807.56
11/30/2012 WateriSAC Water Security Network O. Ware $125.00
11/30/2012 Greater Nashua Chamber of Commerce Membership Fee 0. Ware $97.21
11/30/2012 7'he Survey Group Annual Fee paid monthly Mary OeRoche $23333
12/11/2012 Grenite State Annual System Membership J. Lavacchia $400.00
12/31/2012 Water Research Foundation January 2013- December 2013 D. Ware $807.59
12/31/2012 WateriSAC Water Security Network D. Ware $125.00
12/31/2012 Greater Nashua Chamber of Commerce Membership Fee D. Ware $97.19
12/31/2012 New Hampshire Water Works Association Utility Membership B. Rousseau $300.00
12/31/2012 The Survey Group Annual Fee paid monthly Mary DeRoche $233.33

Grand Total $20,103.59



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC -Rule 1604.01(12)

(12) Recent Management and Depreciation Studies -Latest depreciation study
submitted in DV1/ 06-073.



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(13)

(13) Audits or Studies which Utility has not submitted to Commission —None.



Pennichuck Corporation
Offleer and Director{ompe~sation
For the yeah ended 12/31/11and 12/31/12

Provided pursuant to NHPUC Rine 1604.01(14)

For the Year Ended December 31, 2011 For the Year Ended December 31, 2012

former Public
Company Related
Compensation Former Public Company Related Compensation (3JNormal Disqualifying ToWI Normal Compensation

DisqualifyingOfficer Compensation j[~gl Compensation 1 Dispostions Compensation 1 Separation Bayments Cashdn lieu of Options Dispostions Total CompensationDuane Montopoli (2) Former CEO $ 363,323.21 $ - $ 363,323.21 $ 35,407.98 $ 816,195.00 $ 797,800.00 S - $ 1,649,402.98Thomas C Leonard (2) former Cf0 $ 217,750:19 $ - $ 217,750.19 $ 46,238.33 $ 395,309.00 $ 101,068.08 $ - $ 542,615.41Donald Ware Current C00 $ 226,525.31 $ 65,197.63 $ 291,722.94 $ 193,827.79 $ - 5 147,789.94 $ 4,902.45 $ 346,520.18Stephen Densberger (2} Former Sr. VP $ 179,649.84 $ - $ 179,649.84 $ 26,944.49 $ 347,093.00 $ 245,071.19 $ 28,630.47 $ 647,739.15Roland Olivier (2) Former Secretary $ 194,673.76 $ - $ 194,673.76 $ 36,098.fi3 $ 339,604.00.$ 162,225.20 $ - $ 537,927.83Bonalyn Hartley{2) Former VP $ 183,713.56 $ - $ 183,713.56 $ 69,14531 $ 330,311.00 $ 205,773.70 $ 27,703.83 $ 632,933.84John Patenaude Current CEO n/a n/a n/a $ 176,878.98 $ - $ $ - $ 16,878:98Larry Goodhue CurreMCFO n/a n/a n/a $ 140,024.67 $ - $ 14,570.00 5 S 154,594.67Suzanne Ansara Current Secretary n/a n/a n/a $ 46,810.15 $ - $ - $ - 5 46,810.15

Notes:
(1) includes salary, bonuses, 401K match, taxable fringes and other compensation.
(2) no longer withtompany
(3) accounted for as merger related costs

Direetorand Directorand

Committee Fees - Committee Fees -
Director Comne~sation 2011 2012 Comments
Joseph Beliavance Former Director 5 13;600.00 $ 1,283.06 Compensated thru 1/25/2012 - no longer with company
Steven Bolander Former Director $ 16,600.00 $ 1,883.06 Compensated thru 1/25/2012 - no longer with companyCharles Clough Former Director $ 14,200.00 $ 1,283.06 Compensated thru 1/25/2012 - no longer with company
Clarence Davis former Director S 16,600.00 $ 1,283.06 Compensated thru 1/25/2012.- no longer with company
Michael German Former Director $ 16,600.00 $ 1,883.06 Compensated thru 1/25/2012 - no bnger with companyJanet Hansen former Director $ 16,600.00 $ 1,283.06 Compensated thru l/25/2012 - no longer with company
Robert Keller former D(rector $. 19,100.00 $ 1,453.83 Compensated thru 1/25/2012 - no longer with companyJohn Kreick Former Director $ 21,300.00 $ 1,727.05 Compensated thru 1/25/2012 - no longer with companyHannah McCarthy Former Director $ 14,200.00 S 1,283.06 Compensated thru 1/25/2012 -no longer with companylames Murphg Pormer Director $ 18,100.00 $ 1,985.52 Compensated thru 1/25/2012 - no longer with company
Martha O'Neil Former Director $ 14,800.00 $ 1,283.06 Compensated thru 1/25/2012 - no longer with companyDavid Bernier Current Director n/a $ 12,000.00
Elizabeth Dunn Current Director n/a $ 12,0.00
StepheA Genest Current Director n/a $ 12,000.00
Paul Indeglia Curcent Director n/a $ 12,000.00
Thomas 1 leopard IU Current Director n/a $ 12,000.00
lay Lustig Current Director n/a $ 12,000.00
John Mc6reth Current Director n/a $ 12,000.00
Casey, McMahon Current Director n/a $ 12,000.00
Preston5taniey,Jc Current Director n/a $ 12,000.'00

N
W
N
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Provided pursuant to NHPUC Rule 1604.01(15)

# 15 Voting Stock

As of January 25, 2012, officers and directors owned no voting stock in the Company or its
parent, Pennichuck Corporation.

On January 25, 2012, in full settlement of an ongoing Eminent Domain lawsuit filed by the City
of Nashua ("City") and with the approval of the New Hampshire Public Utilities Commission
("NHI'UC"), the City acquired all of the outstanding shares of Pennichuck Corporation
("Pennichuck") and, thereby, indirect acquisition of its regulated subsidiaries. The entire
purchase of $150.6 million was funded by General Obligation Bonds ("Bonds") issued by the
City of Nashua. Pennichuck is not a party to the Bonds and has not guaranteed nor is obligated
in any manner for the. repayment of the Bonds. Pennichuck remains an independent corporation
with an independent Board of Directors with the City of Nashua as its sole shareholder.

Pennichuck Water Works, Inc. ("PWW"}, Pennichuck East Utility, Inc. ("PEU"), Pittsfield
Aqueduct Company, Inc. ("PAC"), Pennichuck Water Service Corporation, and The Southwood
Corporation will continue as subsidiaries of Pennichuck Corporation and PWW, PEU and PAC
will continue as regulated companies under the jurisdiction of the New Hampshire. Public
Utilities Commission (NHPUC). The terms of the merger and the requisite accounting and rate-
setting mechanisms were agreed to in the NHPUC Order 25,292 ("PUC Order") dated November
23, 201 L

Under the_ terms of the PUC order, Pennichuck will issue. a promissory note to the City of Nashua
in the amount of $120 million to be repaid over a thirty (30) year period with monthly payments of
$707,000 including interest at 5.75%. Also in accordance with the PUC Order,. Pennichuck
recorded an additional $30.5 million as contributed capital on which Penniehuck is required to pay
dividends to the City based on certain revenue and rate assumptions. During 2012 dividends of
$209.000 were paid to the City. Balance of the amount of the note payable to the Ciry at
December 31, 2012 was $1.17.9 million.
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Pennichuck Water Works, inc.
Contractual Services over 350,000

For the Twelve Months Ended December 31; 2072

Providedpursuant to NHPUCRuIe 1604.01(16)

Name Address Amount pu ose

ALBANESE DBS, ING 66 SILVA LANE DRACUT MA 323,169 Construction Services
AMERICAN EXCAVATING CORP 5 Madden Road DERRY NH 230,370 Construction Services
BORDEN & REMWGTON CORP 63 WATER STREET FALL RIVER. MA 347,077 Chemical Supplier
CARUS CORPORATION 15111 COLLECTIONS CENTER DRIVE CHICAGO IL 88,270 Chemical Supplier
CDM SMITH INC P O BOX 4021 BOSTON MA 125,349 Asset Management Consulting Services
COMPREHENSNE ENVIRONMENTAL INC 21 DEPOT STREET MERRIMACK NH 135;856 Engineering, Environmental Consulting, Construction Management, InspectionCURIIS 1000 1725 BRECIQNRIDGE PKUVY STE 1000 DULUTH GA 134,200 Postage related to Billing Services
CURTIS 1000 INC BOX 88237 MILWAUKEE WI 1.35,296 Bitting Services and Supplies
DeFelice Corporation 28 Silva Lane Dracut MA 1,163,732 Construction Services
E.H. WACHS COMPANY, - 2909 PAYSPHERE QRCLE CHICAGO 3L 54,600 Equipment
ELECTRICAL INSTALLATIONS INC 397 WHIITIER HWY MOUITONBORO NH 92,989 Electrical Services
EPLUS TECHNOLOGY, INC P 0 BOX 404398 ATLANTA GA 81,745 IT Services
GRANITE STATE ANALYTICAL INC 22 MANCHESTER RD RT 28 DERRY NH 84,198 Laboratory Services -Water Analysis
HARCROS CHEMICALS. INC. PO BOX 74583 CHICAGO IL .148,552 Chemical Supplier
HARVARD PILGRIM HEALTH CARE, INC. PO BOX 970050 BOSTON MA 1,670,996- Health Care Benefits Provider
HERON COVE III 33 ARCH STREET 28TH FLOOR BOSf'ON MA 184,999 lessor for Office at 25 Manchester Street
HEWS COMPANY, LLC 190 RUMERY STREET SOUTH PORTLAND ME 77,915 Truck bodies and equipment
KEMIRA WATER SOLUTIONS, INC PO BOX 105046 ATLANTA GA 229,201 Chemical Supplier
KRAFT POWER CORPORATIQN 199 WILDWOOD AVE. WOBURN MA 61,547 Power Systems
MACMUIiQN CHE1/ROLET 3 MARMON DRNE NASHUA NH 119,337 Services on company's vehicles
MANCHESTER WATER WORKS 281 LINCOLN STREET MANCHESTER NH 115,934 Buik Water Provider
MERRIMACK VILLAGE DISTRICT 2 GREENS POND RD. MERRIMACK NH 132,199 Bu(k Water Provider
NORTHEAST DELTA DENTAL PO BOX 4566 MANCHESTER NH 157,252 Dental Care Benefits Provider
NPV/DIRECT INVEST LLC 51 SAWYER ROAD, SUITE 100 WALTHAM MA 72,949 Former Lessor for Office at 25 Manchester SVeet
PUBLIC SERVICE CO.OF NH P.O. BOX 638 MANCHESTER NH 1,031,905 Electricity Provider
R D EDMUNDS AND SONS, INC 221 FRANKLIN STREET PRANKLtN NH 66,555 Construction Services
R.H. WHITE CONSTRUCRON CO. 41 Central Street AUBURN MA 122,379 Construction Services
ROBERT PIKE CONSTRUCTION INC PO BOX 5507 SALISBURY MA 135,093 Construction Services
SMITH PUMP INC 48 LONDONDERRY TURNPIKE HOOKSE7T NH 58,202 Installer and Suppliery pumps, pipes, wires
TI-SALES, INC. 36 HUDSON RD SUDBURY MA 634,317 Inventory Provider -Meters
'iURNIN6 POINT DEVELOPMENT 9 OLD MILL LANE NASHUA NH 80,000 Construction Services
'TYLER TECHNOLOGIES, INC PO BOX 203556 DALLAS TX 108,859 Billing Systems Provider
VELLANOBROS.INC THEMLOCKSTREE? LATHAM NY. 93,768 Inventory Provider-Hydrants
TOWN OF DERRY - UTIL2T'Y P 0 BOX 9573 MANCHESTER NH 90,340 Buik Water Provider
WIX BANK INC P O BOX 6293 CAROL STREAM IL 292,950 Fuei Su tier

N
W



WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Ru[e 1604.01(17)

(17) Assets and Cost Allocations — We anticipate that no non-utility assets or
operations will be included in the Company's financial statements for the test
year.
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WAIVER OF CERTAIN PROVISIONS OF
- PUC 1600 FILING RULES

.Provided pursuant to NHPUC Rule 1604.01(18)

(18) Balance Sheet and Income Statements —The statements have either been filed
previously with the Commission or 

will be filed as a 
part of the 

Company's 

rate

case filing.
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Pennichuck Water Works, Inc.
Quarterly income Statements

Provided pursuant to NHPUC Rule 1604.01(19) 3 Months Ended
3/31/2008 6/30/2008 9/30/2008 12/31!2008 3/31/2009 6!30!2009 9/30/2009 12/31/2009

Wa#er Revenues 

$ 4,702,968

$ 5,586,518

$ 6,086,168 

$ 5,351,083 

$ 4,785,783 

$ 5,718,490

$ 7,169,882

$ 5,413,805Other 74,854 714,699 91,009 90,024 56,324 273,888 (111,219) 96,296
Total Revenues 4,777,822 5,701,217 6,1.77,177 5,441,107 4,842,107 5,992,379 7,058,663 5,510,102

Operating Expenses:
Production 800,766 947,747 1;129,530 848,388 804,441 902,819 966,653 730,983
Trans, Distrib and Engineering 458,536 474,427 474.,656 459,993 465,984 559,900 409,636 473.,947Customer Acct 80,595 69,177 88,127 112,096 102,861 119,824 95.,498 .116,792.Admin &General '.1,488,912 1,383,845 1,228,471 .1,679,463 1,549,345 1,484,301 1,453.,472 1,619,823
interdiv Mgt Fee (274,803) (398,242) (300,903) (381,484) (288,054) {369,759) (387,526) (386,348)

2,554,005 2,476,953 2,619,881 2,718,456 2;634,536 2,697,084 2,537,733 2,555,196

Depreciation/Amort 941,385 959,512 962,794 983,508 988,760 959,297 950,448 993,542
Amort Exp: CIAC (116,911) (117,206) (117,958) (122,91.8) (120,313) (120,520) (115,825) (123;728)
Gain on Disposition. of Utility Prop

-

-

- (15,000).

-

-

-

-

Taxes other than income 583,594 710;089 687,047 427,756 745,482 674,357 663,841 883,788
Income Taxes 118,349 440,706 552,149 274,807 (39,145) 400,180 943,840 69,809

4,080,422 4,470,054 4,703,912 4,266,608 4,209,320 4,610,398 4,980,037 4,378,606

Operating Income 697,400 1,231,163 1,473,265 1, 7 74,499 '632,787 1,381,980 2,078,625 1,131,496

Other income{Exp) (1,240) 54,381

- (4,068) 1,330

- (534) (2,112)

AFDUC (134,457). (92,176) (94,055) (97,298) (102,965) (4,403) (6,797)

-

Interest on LTD 742,275 772,538 792,101 752,529 755,983 748,758 747,601 747,363
Inferest on Customer Deposits

-

-

-

-

-

-

Interest -Other (127,451) (106,899) (110,281) (34,667) {4,173) 419 (301) (16,223)Amortization 35,358 40,173 43,687 44;338 44,953 44,953 45,013 45,815
515,725 613,636 631,451 664,901 '693,798 789,727 785,516 776,954

Net Income (Loss)

$ 180,435

$ 871,909

$ 841,814

$ 505,529

$ 59,684

$ 592,253 $1,292,575

$ 352,429

N
W
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Penntchuck Water Works, tnc.
Quarterly income Statements

Provided pursuant 

to NHPUC Rule 1604.01(19} 3 Months Ended
3/31/2010 6/30f2010 9 30/2010 12131!2010 313120 1 6/30!2011 9!30/2011 12/31/2011 3/31/2012 6/30/2012 9/30/2012 12131/2012

Water Revenues

$ 5,203,142 $ 6,609,471 $ 8,853,386 $ 5,935,197 $ 5,701,055 $ 7,984,267 $ 9,023,331 $ 5,785,068 $ 5,839,521 $ 6,807,401 $ 9,216,863 $ 5,830,725
Other 79,847 99,425 87,909 717,291 75,870 (74,301) 111,157 99,597 71,984 86,671 86,177 145,136
Total Revenues 5,282,989 6,708,896 8,941,295 6,052,488 5,776,925 7,909,967 9,134,498 5,884,665 5,911,506 6,894,072 9,303,041 5,975,861

Operating'Expenses:
Production 715,113 916,459 1,346,392 802,665 788,692 923,315 1,109,000 816,761 806,038 968,760 1,262,789 881,314
Trans; Distrib and Engineering 522,756 585,288 564,032 591,625 560,309 574,522 555,582 560,419 555,559 600,526 554,295 588,774
Customer Acct 94,132 106,865 121,423 137,271 .123,000 103,111 111,415 125,477 130,332 125,506 107,919 94,830
Admin &General 1,639,784 1,585,388 1,637,333 1,544,399 1,644,230 1,639,772 1,682,906 1,861,067 1,795,994 1,643,206 1,657,492 1,534,818
IMerdiv Mgt Fee __ (338,795) (428,209) (402,106) (409,033) (381.,001) (479,349) (439,532) (422,832) (458,455) (491,759) (421,062) (465,646)

2,632,990 2,765,791 3,267,075 2,666,828 2,735,231 2,761,371 3,019,371 2,940,891 2,829,469 2,846,239 3,161,434 2,534,090

Depreciation/Amort 979,528 985,637 •978,239 1,014,382 1,002,746 943,511. 977,108 1,009,746 1,185,081 1,208,682 1,215,407 1,245.215
AmortExp:CIAC (125,344) (121,353) (124,071) (123,382) (123,803) (125,297) (127,018) (130,121) {129,908) (130,362) (130,690) (137,692)
Gain on Disposition of Utility Prop - - - - - - _ _ _ _

Gain from ARRA loan forgivness - _ - (1,883) (2,824) (2,824) (4,707) .(4,707) (13,071 j (13,481)
Taxes other than Income 806,793 825,634 826,249 862,221 938,914 870,408 865,906 947,606 1,032,700 941,360 936,098 975,588
Income Taxes 97,922 618.751 1,304,891 311,987 204,631 1,099,615 1,472,922 145,167 (3,404,136) 4,025,658 1,365,852 576,296

4,391,889 5,074,459 fi,252,383 4,732,136 4,757,19 5,547,725 6,205,464 4,910,465 1,508,498 8,886,870 6,535,029 5,280,016

Operating income 891,101 1,634,437 2,688,912 1,320,352 1,019,206 2,362,242 2,929,034 974,200 4,403,008 (1,992,798) 2,768,012 695,845

Other Income (Exp) {1,380) (319) (17,939) 12 (1,465) 10,342 (8,844,669) 3,503,706 7,925 (2,436)

AFDUC 3,635 6,813 3,755 2,041 4,140 - - 2,103 - -

Interest on LTD (724,895) (673,595) (672,474) (679,558) (676,080) (668,247) (667,056) (666,709) (663,575} {694,240) (664,714) (664,169)
Interest on Customer Deposits - - - _ _ _ _ _

Interest -Other 35,654 27,953 27,091 28,356 34,534 34,383 36,751 40,171 34,894 33,935 24,512 32,775
Amortization (56,201) _(52,251) (56,509) (52,009 (51,876) (51,902) (51,626) (51,543) _(51,484) (52,326) (53,335) (51,960}

(745,442) (697,892) (701,831) (703,211) (693,423} (685,765) (689,931) (678,080) (680,165) (712,6311 (693,538) (683,355)

Net Income {Loss) S 149,293 S 943,357 S 1,989,456 S 678,862 S 311,984 S 1,676,489 S 2,245,638 S 308,565 S (5,121,827) S 798,276 S 2,082,398 S 10,055

N
W
pp 5/17/20133.50 PM H:1PW W-2013 Rate Case -Test Year 20 1 211 6 04.01 Schedules\Copy of 2008 to 2012 PW W Qtr Inc Stmts #19 - Finai.xis



Pennichuck Water ~IVorks, inc.
Quarterly Sales Volume Schedule for

the Five Years from 2008 through 2Q12
Provided pursuantto NHPUG Rule 1604.01(20)

2oas
Customer Type March $ March Cons. June $ June Cons. September $ September Cons. December $

Residential $ 2,821,320 692,993 $ 3,157,088 809,817 $ 4,171,365 1,200,666. $ 3;295,624

Commercial $ 619,069 153,554 $ 710,325 188,605 $ 948,809 285,000 $ 747,293

Industrial. $ .449,391 255,569 $ 476,593 270,462 $ 500,676 275,550 $ 399,451

Municipal $ 695,076 11,410 $ 761,420 50,238 $ 878,789 78,311 $ 731,487

Other $ 48,948 17,966 $ .56,239 22,745 $ 47,309 16,727 $ 73,102

$ 4,633,805 1,131,492 $ 5,161,664 1,341,867 $ 6,486,948 .1,856,254 $ 5;246,958

2009

Customer Type March $ March Cons. June $ June Cons. September $ September Cons. December $

Residential $ 3,014,532 670,941 $ 3,333,835 782,902 $ 4,023,233 974,661 $ 3',594,676

Commercial $ 689,731 151,322 $ 768,714 177,245 $ 1,027,441 248,232 $ 917,581

Industrial $ 397,501 190,021 $ 593,177 192,299 $ 477,319 209,143 $ 456,493

Municipal $ 724,562 10,853 $ 738,819 15,161 $ 889,803 81,621 $ 805,479

Other $ 47,824 10,589 $ 96,360 39,510 $ 37,409 8,627 $ 175,997

$ 4,874,151 1,033,726 $ 5,530,906 1,207,117 $ 6,455,205 1,522,284 $ 5,950,226

*** 2nd Quarter $for Industiral Class includes the Anheuser Busch minimum payment obligation for fiscal year 2009 of Si86,823.62

2010

Customer Type March $ March Cons. June $ June Cons. September $ September Cons. December $

Residential $ 3,283,830 653,094 $ 3,711,004 800,576 $ 5,486,672 1,4x0,758 $ 4,073,815

Commercial $ 793,886 .148,754 $ 904,283 185,141 $ 1,294,581 316,234 $ 1,064,222

Industrial $ 421,159 171,955 $ 525,997 178,709 $ 520,270 208,724 $ 479,533

Municipal $ 749,015 10,552 $ 771,724 16,856 $ 861,005 46,675 $ 871,026

Other $ 53,164 12,345 $ 94,617. 34,343 $ 381,691 213,785 $ 120,947

$ 5,301,Q54 996,700 $ 6,007,625 1,215,625 $ 8,544,219 2,196,176 $ 6,609,544

N
w

***mod Quarter $for Industirai Class includes the Anheuser Busch minimum payment obligation for fiscal year 2010 of $82,477.85

December Cons. Total $ Total Cons.

841,562 $ 13,445,397 3,545,038

199,847 $ 3,025,495 827,006

209,825 $ 1,826,111 1,011,406

27,185 $ 3,006,773 167,144

22,769 $ 225,598 80,207

.1,301,188 $ :(30,255) Abatements

$ (863) Other Adjustments

$ 21,498,256 Total Water Billed

$ (506,352) Unbilied Revenue

$ 732,216 Recoupment

$ 21,724,120 5,630,801

December Cons. Total $ Total Cons.

756,391 $ 13,966,276 3,184,895

189,502 $ 3,403,468 766,301

182,250 $ 1,924,490 773,713

28,772. $ 3,158,663 136,407

79,104 $ 357,590 137,830

1,236,019 $ (240) Abatements

$ (1,D65) Other Adjustments

$ 22,809,182 Total Water Billed

$ 206,692 Unbilied Revenue

$ 71,389 Recoupment

$ 23,087,262 4,999,146

December Cons. Total $ Total Cons.

806,358 $ 16,555,322 3,670,786

206,155 $ 4,056,973 856,284

170,966 $ 1,946,959 730,354

22,319 $ 3,252,770 96,402

43,619 $ 650,419 304,092

1,249,417, $ (10,435) Abatements

$ (6) Other Adjustments

3 26,452,002 Total Water Billed

$ 148,140 Unbilied Revenue

$ (2,261) Recoupment

26,597,881 5,657,918



Pennichuck ~/Vater Works., Inc.
Quarterly Sales Volume Schedule for

the Five Years from 2008 through 2012
Provided pursuant to NHPUC Rule 1604.01(20).

2011.
Customer Type March $ March Cons. June $ June Cons. September $ September Cons. December $ December Cons. Total $ Total Cons.

Residential $ 3,629,034 647,310 $ 3,843,808 705,981 $ 5,629,804 1,226,101 $ 3,949,419 716,772 $ 17,052,065 3,296,164
Commercial $ 881,058 148,751 $ 933,376 163,320 $ 1,360,516 289,850 $ 1,012,414 185,531 $ 4,187,364 787,452

Industrial $ 425,887 148,635 $ .464,399 163,738 $ 551,577 194,326 $ 477,440 151,469 $ 1,919,304 668,218
Municipal $ 831,929 9,875 $ 848,033. 13,621 $ 937,101 38,309 $ .866,813 18,047 $ 3,483.,877 79,852

Other $ 56,725 12,569 $ 134,638 49,824 $ 317,078 77,660 $ 72,179 19,667 $ 580,621 159,720
$ 5,824,634 967,140 $ 6,224,255 7,096,484 $ 8,796,077 1,826,296 $ 6,378,264 1,101,486 $ (6,734) Abatements

$ - Other Adjustments
$ 27,216,496 Total Water Billed

$ 59,356 Unbilled Revenue

$ 1,215,422 Recoupment

$ 28.491.274 4,991,406

2012

Customer Type March $ March Cons. June $ June Cons. September $ September Cons. December $ December Cons. Total $ Total Cons.
Residential $ 3,651,727 626,194 $ 4,281,962 817,279. $ 5,730,301 1,254,596 $ 3,949,246 717,332 $ 17,613,237 3,415,401
Commercial $ 874,424 146,359 $ 1,039,085 193,316 $ 1,363,601 289,102 $ ' 1,023,172 187,278 $ 4,300,282 816,055

Industrial $ 442,314 144,572 $ 492,083 163,971 $ 549,636 .186,037 $ 465,656 153,823 $ 1,949,688 648,403
Municipal $ 841,494 71,097 $ 875,761 18,656 $ 915,386 31,298 $ 863,511 16,505 $ 3,496,153 77,556

Other $ 66,418 17,272,.$ 145,892 53,666 $ 333,192 144,547 $ 95,260 30,829 $ 640,763 246,314
$ 5,876,378 945,494 $ 6,834,783 1,246,888. $ 8,892,117 .1,905,580 $ 6,396,845 1,105,767 $ (16,134) Abatements

$ - Other Adjustments

$ 27,983,989 Total Water Billed

$ (294,725) Unbiiled Revenue

$ {50) Recoupment

$ 27,689>214 5,203,729

N
.P
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Pennichuck •Works, Inc.
2013 Capftai , liture Budget

(aoou)

Provided pursuant toNHPUC Rule 1604.01(21)

Project
Pro)ect: Description Rating~n~~ r ..,.....e. e..,ss..ae

New 2013 Proiects

T&D - PW W 1 12 New Services ~
T&D - PW W 1 25 Renewed Services ~
T&D - PW W 1 6 H drants g
T&D - PW W 1 6Valves/8 Bleeders g
T&D - PW W 1 150 New Meters rowth ~
T&D - PW W 1 Pavin g
T&D - PW W 1 2532 Meters for meter exchan es to re lace lead meters CORE 1T&D - PW W 1 251 Meters for meter exchan es tore lace lead meters CWS ~
T&D - PWN/ 1 Pi e Saws 2 J
T&D - PW W 1 Metal Detectors 5 7
T&D - PW W 1 Service Truck Re lacement 2 #s 58 & 7fi g
T8D - PW W 1 Piun e Cut i e saw ~
T&0 - PW W 1 Service Van Re lacemen 2 #s 93 & 24 g
T&D - PW W 1 Ferroma netic Pi e locators 4 7
T&D - PW W. deferal Re lacement Air Com ressor for W ill St sho 7
T&0 - PW W 1 Re lacement Confinetl s ace tri d harness and ulle 7
T&D - PW W 1 Re lace confined s ace retractable winch 7
T8D - PW W 1 Re lacement Pressure recorclers 4 7
T&D - PW W 1 Power broom 7
T&D - PW W 1 Re lacement trench boxes 2 7
T&D - PW W 1 ConsWction Sin cka e 7
T&0 - PWW deferal Restri and sealcoat Will Street firorrt Parkin lot g
T&D - PW W 1 1 Dewaterin Pum 7
T&D - PW W 1 Re lacement Plate Com actor ~
T&D - PWW 1 Brant aintin forNFPA cadin ,Nashua g
T&D - PW W 1 Vac Trailer for N.Cou 7
T&D - PW W 1 Purchase Burn Vailer for N. Court 7
T&D - PW W 1 Leak Locators 2 7
T&D - PWW 1 Wiil Street tannin , desi n & a roval 7
T&D - PW W 7 Portable Gara e N. Count 7
T&D - PW W 1 Receiver Hitch Sander 7

N
~A
F~

5/17/20133:11 PM

Total 2013 Capttai ProJectsBudget

¢i O!H

50.00
30.00
8.00

36.00
62.50
27.Q0
34.00
18.75

110.Q0
380.00
40.00
2.50
5.00

100.00
3.00

60.00
12.00
10.00
7.50
3.00
4.00
7.00

34.00
6.00
8.00
3.00
8.50
6.00
15.00
5.00
5.00

250.00
15.00

Page 1
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Pennichuck Water Works, Inc. Page 2
2013 Capftal:Expenditure Budget

fS000)

Provided pursuanYtoflHPUC Rule 1604.01(21)

~uic carryover rroiecss .

Wot1c Desch 'lion
E 1 Dearborn St avement
E 1 Otterson St avement
En 1 Harbor Ave avement
En 1 Lake St avement
E 1 Main St Lake St avement
En 1 Mitchell St avement
En 1 Pleasant St - 6" Main Re lacement WICA Unlined Cast Iron
En 1 Ash St - 8" Main Re iacement W ICA Unlined Cast {ron
E 1 Walnut 5t- 6" & 8° Main Re lacement WICA Unlined Cast Iron
E 3 Station Demolition D 2 Birchwood &Hubbard

New 2013 Protects

N.P

N

5/17/201 ~ M

Subtotal 2012 Carryover Projects

a.00
3.00
8.00
11.00
17.00
2.00

116.00
240.00
210.00
30.00

(645.00

H:1PW W 2013 Rate Case -Test Year 201211604.01 Schedules~2013 & 2014 PW W Capik > #21.~ds



Pennichuck ~~ '•Works, Inc.
' 2013 Capital . Jiture Budget

` ta~„a)

Provided pursuant to NHPUC Rule 1604.01(21)

Project
Project Description Rating

Replace Filter media - WTP 1,4,5
~Piezometer instaVgroundwater monitoring (2nr round sampling; final report)

Ne.., ~nia a~„~e,.~
Water Su i Filter Media Re lacement filters 3 and 4 WTP 1,4,5Water Su 1 WTP facifl ,Nashua Snow Station Structural im rovements 4Water Su I WTP facili Nashua New S rinkier Heads, FWPS chemical room 4WaterBu I WTP faai' ,Nashua deferai Paint floors, WTP FWPS 8Water Su 1 For electrical e ui ment PM infra Red thermal ima in scanner 7Water Su i both vefiicles 2004 > 100,000 miles each Re lace 2 service vehicles #s 40 $ 65 6WaterSu I new Hach DR 6000. s hotometer for various ammeters New Laborato E ui ment 7Water Su ( Rehabilitate8hakes eare Tank #1 4WaterBu Boosted Weil Pum Re acements 7Water Su 1 install Treatment S stems, CWS 1 5Water Su I De Redfleld7ankre aiNcoatin 4Water Su i Miscellaneous structural im rovements booster stations 4Water Su I Plaistow Valle Field Plaistow- rebuild treatments tem 5Water Su I Milford SCADA Communication Bad e~ Hill 3Water Su I Purchase new as detectors 2 4WaterSu i miscellaneous ui ment urcfiases 7Water Su i Salmon Brook Dam rebuild 1 4Water Su I - Watershed street swee in Pcatch basin Geanin maint ro ram feasibilWater Su W ater Shed Roof leader disconnection Pam
Water Su I Water Shed School education

~uoioza~ new tu~io rro~eccs

ToWI 2013 Capital Projects Budget

500.00
4.00

504.00

550.00
500.00
15.00
30.00
6.00
60.00
8.00

350.00
50.00
15.00
30.00
10.00
20.00
30.00
6.00
10.00

405.00
34.00
14.00

~, Page 3

N
~P
W

5/17/20133:11 PM 
H:1PW W 2013 Rate Case -Test Year 2012\1604.01 5chedules12013 & 2014 PW W Capital Needs #21.xis



Pennichuck Water Works, Inc.
2013 Capftai Expenditure Budget

ta000?

Provided pursuant to NHPUC Rule 1604.01{21)

2012 Carryover Protects

IT De-du tication
IT LIMS on Handheld

IT Remote Call CerrterAccess deferai

IT Munis Enhancements

Protect
Pro]ect Description- Rating Tota12013 inci C

Subtota12017 Carryover Projects _

Protect

Project Descr6ption Rating Tota12013 incl O/H

50.00
34.00

6.00

20.00

Backup sVategy cha,~e for better performance and increase Disaster
Recove Will also reduce Ta e store e costs. 2, 3,7
Electronic collection of Laborato data in the field •handheld hardware 2, 3, 7
Hardware to allow up to 4 Customer Service Reps to take calls from
customers at a remote locations as ifthe were sittin at their desk. 1,3,5 7
implement various Munis Bilting'soflware enhancements to increase
Customer Service ca abilities, __ __ _ 1,3

Subfota12012 Carryover Projects 110.00

Page 4

N
.P
~P ~_

5/17/201 ~M H3PW W 2013 Rate Case -Test Year 2012\1604.01 Schedules\2013 & 2014 PW W Capita > #21.xis



Pennichuck i. Norks, Inc.
2013 Capital Expenditure Budget

($000)

Provided pursuant to NHPUC Rule 1604.01(21)
Ne 2013 P o ects

IT PWSQNew Hire. PC for new hire 5 g
IT Water Su i En inee~ New Hire PC for new hire g,g
IT GIS Administrator New Hire PC for new hire 5,g
IT Macola U rade u rade to Macola: General Led er, Accounts Pa able, Accounts Rec. 2,3,8
IT Printer for La re lacement of defective tinter ~

4th server for our ~rtuaF Environment will allow use to add approx. 8 new
IT Virtual Server Serverswithout addin additional hardware. 3 4,7

Replace wireless hardware with supported infrastructure that can be
IT Wireless Access at aII PWW Faalides mana ed for one centraUocation. p.g,7
IT RouteNSwitch re lacement Re lace 2 unsu orted Routers and one unsu orted switch 3,7

Proactively monitors Server, PCs and Routes to warm of impending issues
IT Server Mana ement Software that ma leave the network orservers uno erabie. p 3
IT G!S Installation and confi uration of a GIS s stem 2,3 5,7
IT Asset Mana ement Installation and confi uratioo of an Asset Mana ement s stem 2,3,5,7

If DPaC does nofget approved, then this should stay in. This would allow us
to get the construction crew up and running on Click before we move on to

IT Additional Click Licenses deferal asset Mana ement 2,3,5,7
implementation of a time collection, inventory, truck filed collection system.
OPaC (maximum value budgeted, possible lower cost alternative to be

17 OPaC considered y.g,g,~
IT Miscellaneous Hardware Miscellaneoushardware urchase re nests p 3,3
IT Miscellaneous Software Miscellaneous software umhase re nests 2,3,5

Eliminate the need for presentors to have to worry about if a projector will be
2 Pro'ectors for remote Nashua facilities available for remote resentations 2,3,7

2012. Carryover Projects -Total PVYW

New 2013 Projects -TotatPWW

Deferred Projects - 2013-

Total Capital Budget - PWW

Prniect Rating
1= must do, 2=defer, 3=discretionary; 4= deferred unless

SRf funding avail

N

O't 5117/20133:11 PM

Total 2013 Capital Projects Budget

3.D0
3.00
3.00

41.00
t .00

30.00

10.D0
10.00

7.00
309.00
12.00

45.00

551.00
15:00
8.00

2.00

1,441.00

6.297.25

X137.00)

7,613.25

2$

H:\PWW 2013 Rate Case -Test Year 2012\1604.01 Schedules12013 & 2014 PWW Capital Needs #21.xts



Peonichuck Water Works, Inc.
2014 Capital Expenditure Budget

(S000j

Providedpursuantto NHPUC Rule 1604.01(21)

New 2014 Protects

Project Tata12014 incl

T&D - P W W 1 12 New Services ~
T8D - PVWU 1 25 Renewed Services ~
TBD=PWW 1 6H drams ~
T&D - PW W 1 6Valvesl8 Bleeders ~
T&D - PYWV 1 150 New Meters rowth ~
T8D-PWW 1 Pavin g
T&D - PW W 1 2406 Meters for meter exchan es for re IacemenEof lead meters' CORE 1T&D - PW W 1 248 Meters for meter exchan es for re lacement of Iead meters 6WS 1T8D - P W W 3 Pi e Saws 3 7
T&D-PWW 3 MefalDetectors 6 ~
T&D - PW W 3 Service Truck Re lacement 2 g
T&D - PW W 1 Boom Truck Re lacement g
T&D - PW W 1 Service Truck Re lacement Truck 202 g
T8D - PW W 3 Service Van Re lacement 2 g
T&D-PWW 1 Receiver Hitch Sander 7
T&D-PWW 1 Fleet Di nostic ui meat 7
T8D - PW W 1 Ferroma netic Pi e locators 3 7
T&D - PVPN 1 Re Iacement Pressure recorders 4 7
T&D - PVJW 1 Re Iacement Excavator 6
TBD.PWW 1 Re Iacerr~MTrailer g
T&D - PW4V 3 Portable meter tester g
T6D-PWW 3 Re IacementCE Units 7
T&D - PW W 1 Will SVeet construction 7

Tota12014 Capkal Projects Budget

36.00
62,50
27.00
34:00
18.75

110.00
380.00
40.00.
3.00
6.00

102.50
100.00
50.00
60.00
2,50
5.00
9.00
4.00

90.00
8.00
15.00
10.00

Page 6



Pennichuck Water Works, Inc.
2014 Capital ExpendRure Budget

(E000)

Provided pursuant to NHPUC Rule 1604.01(21)

013 Ca ve ro eels
En
En 

Work Descri lion -E .

Subtota12013 Carryover Projects

New 2014 Pro eels
En 

Work Desc~i lionE 1 Hamilton St - 8"Main Re lacement WICA Unlined Cast IronEn 1 Brook St - 8" Main Re lacement WICA Unlined cast IronEn 1 Lovell St - 8"Main Re lacement WICA UNined Cast Iron &Steel i eEn 1 Mar uis Ave - 4" main re lacement WICA Stael iEn 7 Rochete Ave -4" Main re Iacement WiCA Steel i eEn 1 Verona St - 8" Main re lacement WICA unlined Cast IronEn 1 Sarasota Ave~G " Main re lacement WICA unlined Cast IronEn 1 Manatee St -" main re lacement WICA Unlined Cast IronEn 1 Burritt St- 8" Main re lacement WICA unlined Cast IronE 1 Miami St - 8" Main re lacement WICA Steel iE 1 Dudle St-8" Main re IacementWlCASteel i eE 1 Proctor St 8" Main re lacement WICA unlined Cast'lronEn 1 Proctor St 4" Main re lacement WICA unlined CasNJronEn 1 Mulvanit St 4"Main re lacement WICA unlined cast IronEn 1 Timberline Station Re-build
En 3 Chief En ineer Vehicle

auoroeai rvew ev ~4 rru~eccs

Tota12014 Capital Projects BudgM

N
rP
J

122.00
25D.00
250.00
ao.00
50.00

220.00
az.00
60.00
110.00
100.00
80.D0

75
60
40

330.00
32.00

Page 7



` Pennichuck Water Works, inc. 
Page 82014 Capkal Expenditure Budget

(S000i

Provided pursuant,to NHPUC Rule 1604.01(21)

Project Totai 214 incl

- 20'13 Ca ove P eels



ProWded pursuant to NHPUC Rule 1604.01(21)

2013 Carryover Projects -Total PiNW

New 2014 Projects -Total PW W

Total Capital Budget - PW W

Protect Ratino
1= must do, 2=defer, 3=discretionary, 4= deterred

unless SRF futMing avail

N
~P

Pennichuck Water Works, Inc. 
Page 92014 Capftai Facpenditure Budget

(s000~

Project Tota12014 inel
Protect Description Rating OlH

Subtotal 2013 Camover Protects —1

Project Total 2014 Intl
Protect Description Rating 0tH

~ _
~—

Su6tota12013 Carryover Projects

Installation antl confi ura6on of an Asset Mana ement s stem 2.3,5 7 55.00
Installation and confi uration of a GIS s stem 2 3 5;7 622.00

Jmpiementatlon ofa time wllection, inventory, truck xietl collection system.
maximum level of value, lower cost alternati4e bein considered 2 3 5 7 162.00
Co lete) fill memo banks for better utilization 2 3,5 6.00
Miscellaneous hardware urchase r uests 2 3,5 15.00
Miscellaneous sofhvare urchase re uesu 2,3,5 8.00
Subtotal New 2094 Projects 870.00

Total 2014 Capital Projects Budget 870.00

7,b63.25

7,56325



Penruchuck Water Works
Annual Statement of Cash Fiows

For the yeazs ended December 31, 2013 and 2014

Provided pursuant to NHPUC Rule 1604.01(22) "`

2013 2014

Operating Activities:

Net Income 3,304,254 3,000,000

Adjustments to reconcile net income to net cash provided by operating acrivides

Depreciation and amortization 3,338,318 3,400,000

Gain on sale of land/cell tower leases -

Amortizadon of deferred investment tax credits (33,036) (33,036)

Provision for deferred income taxes 2,166,363

Allowance for funds used during construction -

Undistributed earnings in rea! estate partnerships -

Speciat shareholder distributions -

Change in assets and liabilities

(Increase) decrease in accounts receivable and unbilled revenue (505,056) (550,000)

(Increase) decrease inxefundable income taxes -

(Increase) decrease in materials and supplies 56,990 (3,714)

(Increase) decrease in prepaid expenses (236,516)

(Increase) decrease) in deferred charges and other assets 1,281,546

Increase (decrease) in accounts payable and accrued expenses 426,370

Increase (decrease) in other (1,576,743) (50,000)

Net cash provided by (used in) operating activities 8,222,490 5,763,250

Investing Activities:

Purchases of property, plant and equipment (7,613,250) (7,563,250)

Contributions in aid of construction -

(Increase) decrease in restricted cash 200,000 -

Sale (purchase) of invesanent securities -

Net (increase) decrease in notes receivable

Proceeds from sale of land

Net change in investment in real estate partnerships and deferred land costs -

Net cash provided by (used in) investing activities {7,413,250) (7,563,250)

Financing Activities:

(Repayments) advances on line ofcredit -

Payxnents on long-term debt (809,240) (800,000)

Proceeds on long-term borrowings - 2,600,000

Debt issuance costs

,Proceeds kom issuance of common stock and dividend reinvestment plan
i

-

Dividends paid -

Net cash provided by (used in) financing activities (809,240) 1,800,000

Net increase (decrease) in cash - -

Gash arbeguuvng of period 6,000 6,000

'Cash at end of period 6,000 6,000

5/17/20133:90 PM H:\PW W 2013 Rate Case -Test Year 201211604.01 Schedules12013 & 2014 PW W Sources and Uses of Funds #22.x~~ 5 O



Pennichuck WaterWo~ks, Inc.
Maturity of Long-Term Debt

For the Twelve Months Ended December 31, 2012

Provided pursuant to NHPUC Rule 1604.01(23)

2018 andDescription of Security Holder Rate Maturity 2013 2014 2025 2016 2017 Beyond Tbtal

American United Life. American Unitedlife 7.400% 3/1/2021 $ 400,000 $ 400,00 $ 400,000 $ 400,000 $ 400,000 $ 3,600,004 5 5,600,000

BEA Revenue Bond (20tl5 Series A) Bank of NY Trust 4.700% 10/1/2035 $ - $ - $ - $ - $ - $ 12,125,000 $ 12,125,000

BFA Revenue Bond (2005 Series BC-3) Bank of NY Trust 5.000% 4/1/2018 $ - $ - $ - $ - $ - $ 7,475,000 $ 7,475,000

BFA Revenue Bond (2005 Series BC-4) Bank of NY Trust 5375% 4/1/2035 $ - $ - $ - $ - $ $ 12,130,000 $ 12,130,000

BfA Revenue Bond (Series 2005A) Bank of NY Trust 4.700% 1/1/2035 $ - $ - $ - $ - $ - $ 1,785,000 $ 1,785,000

BPA Revenue Bond (Series 2005C) Bank of NY Trust 4.600% 1/1/203U $ - $ - $ - $ - $ - $ 2,320,000 $ 2,320,000

BfA Revenue Bond. (Series 2005C) Bank o4 NY Trust 4.500% 1/1/2025 $ - $ - $ - $ - $ - $ 1,ll5,000 $ 1,175,00

8FA 2997 Revenue Bond Bank of NY Trust 6.300% 1/1/2022 $ 200,000 $ 200,000 $ 200,000 $ 200,000 $ 200,000 $ 2,000,000 $ 3,000,000
BPA Revenue Bond (2005 Series Gi} 3.850% 10/1/2035 $ - $ - $ ' $ - $ - 5 - S

NH SRF =:Hubbard/East Derry State of NH, DES 3.800% 5/1/2022 $ 24,104 $ 22,250 $ 22,250 $ 22,250 $ 22,250 S 94,562 $ 207,666

NH SRF -Twin Ridge. State of NH, DES 2315% 4/1/2013 $ 4,049 $ - $ - $ - $ $ - $ 4,049

NH SRP -Ashley Commons State of NH, DE5 2.952% 5/1/2031 $ 3,666 $ 4,288 $ 5,181 $ 6,094 $ 7,029 $ 195,182 5 221,440
NHSRF-AshieyCommons-50~oForgiveness 2.952°/a 5/1/2031 $ 11,297 $ 11,297 $ 11,297 $ 11,297 $ 11,297 $ 149,686 S 206,172

NN ARRA-French HiU State of NH, DES 2.864°/a 7/1/2032 $ 8,283 $ 10,137 $ 12,583 $ 15,086 $ 17,642 $ 583,817 $ 647,548
NH ARRA -French Hill - 50%forgiveness 2.864% 7/1/2032 $ 32,636 $ 32,636 $ 32,636 $ 32,636 $ 32,636 $ 470,502 $ 633,682

NH ARRA -Glenn Ridge State of NH, DES 2.864% 9/1/2032 $ 593 $ 734 $ 918 $ 1,105 $ 1,298 $ 44,244 $ 48,892
NH ARRA - Gien~ Ridge - 50% Forgiveness 2.864% 9/1/2032 $ 2,460 $ 2,460 $ 2,460 $ 2,460 $ 2,460 $ 35,879 $ 48,180

NH ARRA -Drew Woods State of NH, DES 2.952% 6/1/2032 $ 34,538 $ 32,875 $ 33,859 $ 34,871 $ 35,914 $ 654,761 $ 826,81&

NH ARRA -Armory - Sauth Nashua State of NN, DES 2.864% 1/1/2032 $ 2,209 $ 2,620 $ 3,192 $ 3,774 $ 4,371 $ 132,466 $ 148,632
NH ARRA -Armory - S. Nashua - 50%Forgiveness 2.864%o 1/1/2032 $ 7,531 $ 7,531 $ 7,531 $ 7,537 $ 7,531 $ 104,811 ' $ 142,469

Unsecured NH SRF - WiP Contract #4 State of NH, DE5 4.488% 10/1/2029 $ 118,595 $ 114,698 $ 119,955 $ 125,450 $ 131,198 ~$ 2,074,688 $ 2,684,584
~$ 849,962 $ 841,527 $ 851.863 $ 862.555 $ 873,627 $ 47.150,598 $ 51.430.131

N
U7
N

5/17J20133:084M 
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WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(24)

(24) Short Term Debt Outstanding -submitted with supporting schedules 
and exhibits

for 1604.08 and labeled as Schedule 6.

252



WAIVER OF CERTAIN PR4VISION~ OF
PUC 1600 FILING F~ULES

Provided pursr~ant to NHPUE f~ule 1604.01(25)

(2b) _Rarest Company .Information ,— 201 _.&.201.1 Audited Financial Statements end
201 U Form 9 Ott Item ~ contained m this binder. 2009 .and 2p08 Annual Reports
to Shareholders previously provided in DW 10-091.

r
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INDEPENDENT AUDITORS' REPORT

Board of Directors ana Stockholder
Pcnnichuck Cozporation and Subsidiaries.

We have audited[ the accompanying consolidated financial statements of Penniehuck Corporation

and Subsidiaries, which comprise the consolidated balance sheet as of December3l, 2U12, and

the relaters consolidated statements of incoane, changes in stockholder's equity, .and .cash. flows

for tt~e year then ended, and the related notes to the consolidated financial statements.

Manugerraent's Respr..~nsibility for the Consolidated Financial ,Statements

Management is responsible for the prepararian and fair presentation of these consolidated

financial statements in accordance with accounting principles ,generally accepted in the

United States of America; .this includes the design, iu~plementation, and maintenance of

internal cant~ol relevant to the preparation and fair presentation of consolidated financial

statements that are free from material misstatement, whether due to fraud or error.

Audi~rs' Responsibility

Our. respainsibility is to express an opinion on these consolidated financial statements

based on our audit. We conducted our audit in accordance with auditing standards generally

accepted in the United States of America. Those standards require that we plan and perform

the audit to obtain reasonable assurance about whether the consolidated financial statements

are free from material misstatement.

An audit involves perfonxiing pzocedures to obtain.. audit evidence about the amounts and

disclosures in the consolidated financial statements: The procedures selected depend on the

auditor's judgment, including the assessment of the risks of material misstatement of the

consolidated financial statements, whether due to fraud or error.. In making those risk assess-

m.ents, tl~e auditor considers internal control relevant to the entity's preparation and fair

presentation of the consolidated financial statements in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of ezcpressin~; an opiziion

on tke effectiveness of the entity's internal control. Accordingly, we express no such opinion.

E1n audio also includes evaluating the appropriateness of accounting policies used az~d the

reasonableness of significant accounting estunates made by management, as well as evalu-

ati~g the overall presentation of the c:ansolidated financial statements.
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PENNICRUCK COR~QRATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET - CONTINUEll

(in thousands, except share-data)

As of
December 31, 2012

STOCKHOLDER'S EQUITY AND LIABILITIES
u Stockholder's Equity:

Common stock; $0,01 par valize;1,000 shares authorized,
issued and outsfianding ~;
Additional paid in capital 30,561
Retained deficit (2,366)
Accumulated other connprehensive income 35

Total Shareholders' Equity ~~ 28,230

Long Teml Debt, Less Current Portion ~~ 174,279

Current Liabilities:
Current portion of long term debt 2,780
Accounts payable 908
Accrued property taxes 57
Deferred revenue 61
Accrued infierest payable 61$
Other accrued expenses 127
Accrued wages and payroll withholding 262
Customer deposits and other >~.. ~ r 137

Total Current Liabilities .~ 4,95Q

Other Liabilities and Deferred Credits:
Deferred income taxes 20,625
Accrued pension liability 8,855
Unamortized debt premium 46~
Deferred investment tax credits 669
1€egulatory liability 846
Accrued post Tetirement benefits 2,36$
Customer advances 84
Contributions in aid of construction, net 33,533
Derivative instrument 825
Other Long term liabilities _ 802

Total Other Liabilities .and Deferred Credits ~. 69,071 ;

TOTAL STOCKHOLDER'S EQUITY AND LIABILITIES ̀ $ , 276,530

Ttie accompanying notes are an integral part of these consolidated financial statements,

260
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P~NIVICHUCK CURPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT C1F CASH FLOWS

(in thousands)

Operating Activities:
Net (Loss)

Adjustments t~ reconcile net lass. to net cash provided by operating activities:

Depreciation and amortization
Amortization of original issue discount
Amortizafion of deferred investment #ax credits
Provision for deferred income tax
Undistributed loss in real estate partnership
Stank-based compensation expense

Changes in assets and liabilities:
Increase in accounts receivable and unbitled revenue
Decrease in refundable income taxes
Increase in rnaterialsand supplies
Increase in prepaid axpenses
Decrease in deferred charges and other assets
(Decrease) in accounis payable and deferred revenue
Increase in accrued. interestpayable
Increase in other

Net cash provided by operating activities

Investing Activities:
Purchase of property, plant and equipment including debt component
of allowance for funds used during construction

(Increase) in restricted cash
Paymezits made in connection wish merger-related activities
Increase in investment in real estate pai-~nership and deferred land casts

Net cash used in investing activities

For the Year ended
Aecember 31, 2012

$ (1,942)

5,438
12

{33)
(13)
6
56

1,~0~`
(79)
63
467
491
(161)
(130).

~~. 1,654

7,Q76~.~~.

(6,980).
(5,443)

(143,971)
294

$ {1.5 .

The accompanying notes are an integral part of these consolidated financial statements::

8
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P~1~tNICHIICK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOR'S

(in thousands)

for the Year Ended
December 31, 2412

F financing Activities:
Payments on to~ig term debt $ {3,617)
Contributions in yid of construction 55
Proceeds fioan Inng term borrowings i 20,209
Debt issaance costs (30)
P-roceeds from issuance of common st<~ck and dividend reinvestment plAn 3Q583

-Dividends paid ~~21 U)

Nef cash provided by financing activities t46,9t0

Ueerease in cash and cash equivalents {2, i 14) .
Cash and cash equivalents, beginning of period 2,987

Cash end cash equivalents, end of period $ 873.

Supp~~m~ntal discl~snre on cash Sow a nd non cash items
far the year ended Decemiber 31, 2Q12 din thousands)

For the Year ended
December 31 2012

Cash paid {refunded) during the period For:
Interest $ 9,512
Income taxes 186

Nan-cash items:
Contributions in aid of construction i, f 33
Forgiveness of debt 42

The accompanying sates are an integral part of these consolidated financial statements.

9
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PENNICHUCK CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Nate 1—Description of Business and Summary of Significant Accounting Policies

Descripfaton of Basiness:

Pennichnck Corporation (our "Company," "we," or "our") is a holding company headquar-
tered in Merrimack, New Hampshire with five wholly owned. operating subsidiaries:
Pennichuck Water Works, Inc., ("Pennichuck Water") Pennichuck East Utility, Inc.,
("Pennichuck EasY') and Pittsfield Aqueduct Company, Inc. ("PAC") (collectively referred to
as our Company's "utility subsidiaries"), which are involved in regulated water supply and
distribution to customers in New ~Iampshire; Pennichuck Water Service Corporation
("Service Corporation") which conducts non-regulated water-related services;..and The
Southwood Corporation ("Southwood") which owns several parcels of undeveloped land.

Our Company's utility subsidiaries are engaged principally in the callaction, starage, lreat-
ment and distribution of potable water to approximately 34,500 customers throughout the
State of New Hampshire. The utitity subsidiaries, which are regulated by t ie New Hampshire
Public Utilities Commission (the "NHPUG"), are subject to the provisions of Accounting
Standards Codification ("ABC") Topic 984 "Regulated Operations."

Summary of Significant Accauntin~ Policies:

(u) Basis ofPresentatian

The accompanying consolidated financial statements include the accounts of our Company
and its wholly owned subsidiaries. All sig~aificant intercompany transactions have been elimi-
nated in consolidation..

(b) Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally
accepfed in the United States of America requires management to make estimates. and
assumptions that affect the reported amounts of assets and liabilities, disclosure. of contingent
assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
est~nates.

{c) Property, Plant and Equipment

Property, plant and equipment, which includes principally the water utility assets of our
Company's utility subsidiaries, is recorded at cost plus an allowance for funds used during
construction on major, long-term projects and includes property funded with contributions in
aid of construction. The provision for depreciation is computed on the straight-line method

IO
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over the estimated usefiil lives of tl~e assets which range from 5 to 91 years. The weighted
average composite depreciation rate was 2.48°/a in 2012. The components of properky, plant
and equipment as of December 31, 2012 were as follows:

December 31, Useful Lives
(in thousands) 2012 (in years)

Utility Property:

Land and land rights $ 2,911
Source of supply SQ,027 34 - 75
Pumping and purification Z$,794 1S - 35
Transmission and distribution, including 119,638
services, meters and hydrants a 40 - 9J.

General ~tid other equipment 10,206 7 - 75
Intangible plant 766 2U
Construction work in ~rogr~ss 1,063

Total utility properly 213,405
Total non-utility property ~,__~. S 5

Tota3 property, plant and equipment 213,410
Less accumulated depreciation ~ 49,352

Property, plank and equipment, net -$ 1b4,058

Maintenance, repairs and minor improvements are charged to expense as incurred. Improve-
menu which significantly increase the value of property, plant and equipment are capitalized.

(d) Cas/i ar~d Cash Equir~alercts

Cash and cash equivalents generally consist of cash, money market funds az~d other short-
term liquid investments with original maturities of three months or less.

(e) Concent~ativsa of Credit Rislcc

Financial instruments that subject our Company to credit risk consist primarily o£ cash and
accounts receivable. Uur cash balances are invested both in a money market fund consisting
ofgovernment-backed securities and in a financial institution insured by the Federal Deposit
Insurance Corporation ("FDIC"). Our accounts receivable balances primarily represent
amounts due. from the residential, commercial and industrial customers of our regulated
water uritity operations as welt a.s receivables from our' Service Corporation customers.

11
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(~ AccnYrnts Receivable -Billed

Accounts receivable are recorded at tke invoiced amounts. The allowance for doubtful.

accounts is our best estimate of the amount of probable credit losses in our existing accounts
receivable, and is determined based on historical write-off experience and the aging of
account balances. We review the allowance for doubtful accounts quarterly. Account bal-
ances are written off against the allowance when it is probable the receivable will- not be
recovered.

(,~ Accounts Receivable - Unbilled

We read our customer meters on a monthly basis and record revenues based on meter reading_
results. Information from the last meter reading date is used to estimate the value of unbilled
revenues through the end of the accounting period. $sfixnates of water utility revenues for
water delivered to custo~crcers but not yet billed are accrued. at the enc~ of each accounting
period. Actual results could differ from ~hhose estimates.

(6t) Irtveettory

Inventory is stated at the lower of cost, using the average cost method, ox market.

~) Deferred Land Costs

Included in deferred land costs is our Company's .original basis in its undeveloped land-

holdings and any land improvement costs, which axe stated at the lower of cost or market

All costs associated with real estate and land prajeofis are. capitalized and allocated to the

project to which the casts relate. Administrative labor and the relatexi fringe benefit costs

attributable to the acquisition, active development and construction of land parcels are

oapitalized as deferred land costs. No Labor and benefits were capitalized far the year ended

December 31, ZOI2.

(j) Deferred Charges and Other Assets

Deferred charges include certain regulatory assets and. costs of obtaining debt financing.

Regulatory_ assets are amortized over the periods they arc recovered throubh NHPUG

authorized water rates. Deferred. financing costs are amortized over the term of the related

bonds and notes. Our Company's utility subsidiaries have recorded certazn re~zlatory assets

in cases where the NHPUC has permitted, or is expected to permit, recovery of these costs

over future periods. Currently, the regulatory assets are being amortized.over peziods ranging

from four to 25 years. Deferred charges and other assets as of December 31, 2012 consisted

of the following:

~z
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~tecovery

Period

{in thousands) 2012 (in years)

Regulatory assets:

Source development charges $ 820. 5 - 25

Miscellaneous studies 608 4 - 25

Unrecovered pension anti post-retirement

benefits expense 8,096 ~~?

Total regulatory assets 9,524

Supplemental executive retirement plan asset 748

Subtotal I Q,2~2

Deferred financing cons ~ ~ 3,62 ~`~

Total deferred charges anct other assets ~ I s,~t~5

~t~ We expect to recover these amounts consistent cuith the anticipated expe►rse recognition
of these assets.

{k) Contributions in Aid of Cons~ructiun ("CIAC')

Under construction contracts with real estate developers and others, our Campariy's utility
subsidiaries may receive non-refundable advances far the cost of installing new water maains.
These a~.vances are recorded as CIA.C. T'he utility subsidiaries also record to plant and CIAC
the fair market value of developer installed mains and and excess of fair market value over
the cost of community water systems purchased from developers. CIAC are_ amortized over
the life of the property.

(l) Revenues

Standard charges for water utility services to customers are recorded as revenue, based upon
meter readings and contract service, as services are provided. The majority of our Company's
water revenues are based on rates approved by the NHPUC. Estimates of unbilled service
revenues are recorded in the period the services are provided. Provision is made in the
financial statements for estimated uncollectible accounts.

Non-regulated water management services include contract operations and nxaintenance, and

water testing and billing services to municipalities and sma11, privately owned community
water systems, Contract revenues are billed and xccognized on a monthly recurring basis in
accordance with agreed-upon contract rates. Revenues from unplanned additional .work are

based upon time and materials incurred in eorulection with activities not spccificaily identi-

fied in the contract, or for which work levels exceed contxacted amounts:

Revenues from real estate operations, other than undistributed earnings or losses from equity

method joint. ventures, are _recorded upon completion of a sale of real property. Our

13
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Company's real estatie holdings outside of our. regulated utilities are comprised primarily of

undeveloped land.

(tn) IKvestrrient in Joirzt denture

Southwood uses the equity method of accounting for its investment in a joint venture in

which it does not have a cantxolling interest. Under this method, Southwood records its

proportionate share of lasses under "Other, net" in the accompanying Consolidated State-

ments of Income with a corresponding decrease in the carrying value of the investment.

{ri) Income Taxes

Income taxes are recorded using the ace~-ual method and the provision for federal and state

income taxes is based on income reported in the consolidated financial statements, ac~j usted

for items not recognized for income tax purposes. Provisions for deferred income -taxes arc

recognized. for accelerated depxeciatian and other temporary difFerenees. A valuation allow-

atice is provided to offset any net deferred tax assets if, based. upon available evidence, it is

more likely thacx not that soiree or all of the deferred tax assets will ~ not be realized.

Investment tax credits previously realized for income tax purposes are amortized for tinancia~

statement purposes over the life of the property,. giving rise to the credit.

(a) Recently Issued Accounting Standards

We ̀do not expect the .adoption- of any recently issued accounting pronouncements Co have a

matexial impact on our financial condition or results of operations.

Note Z —Post-retirement Seneft Flans

Pension Plan and Other Post-retirement Benefits

We have anon-contributory, defined benefit pension plan (the "DB Plan"} that covers sub-

stantially all employees. The benefits are based on years of service and participant cornpe~sa-

tian levels. Our funding policy is to contribute annual amounts that meet the requirements for

fiinding under the U.S. Department of Labor's Pension Protection Act. Contributions are

intended to provide not only for benefits attributed to service to date but also for ihQse

expected to be earned in the future.:.

We provide post-retirement rneciical benefits for eligible retired employees though one of

two plans collectively referred to as our "~PEB Plans"). Far employees who retire on or

after the normal retirement age of 65, benefits are provided through apost-retirement plan

(the "Post-65 Plan"). For eligible employees who retire prior to their normal retirement age

and who have xnet certain age and service requirements, benefits are provided. through a post-

employment medical plan .(the "Post-employment Pl~.n"}. Future benefits under the Post-65

Plan increase annually based on the actual percentage of wage and salary increases earned

14
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froth the plan inception date to the normal retirement date. The benefits under the Post-
employment PIan allow for the continuity of medical benefits coverage at group. rates from
the employee's retirement date until the employee becomes eligible for Medicare, The OPEB
Plans are funded froth the general assets of our Company.

Upon retirement, if a qualifying employee elects. to receive xnedical benefits under one of our
OPEB Plans, we pay a maxunuin monthly benefit of $303 based on years of service.

The following table sets forlli infornnatian retarding our DB Plan quid our 4PEB Plans as of
December 31, 2412, and for the period from January 1, 2012 to December 31,.2012:

(in thousands)

Projected benefit obligations
Eniplayer contribution
Benefits paid, excluding expenses
Fair value of plan assets
Aceurnulated benefit obligation
Funded status
Net periodza benefit cost

DB Plan OPEB Ptans
Aecember 31, 2012

$ 1,8,5b9 $ 3,212
983 49
(369) X49)
9,713 818
16,158
(8,855) (2,394)
1,388 180

Amount of the funded status recognized in the

Consolidated $alance Sheet consisted of
Current liability
Non-current liability C

Total - ~ =`, ~~. ~ ,5 ̀~

$ (26)
.(2,368

$ (2 394

Changes in plan assets and benefit obligations recognized in regulatory assets, for the period.
from January 1, 2012 to December 31, 2012, were as follows:

(in thousands)

Regulatory asset balance, beginning of period
Net actuarial loss/(gain) incu~~red during the period

Prior service cost incurred during the period
:Recognized net actuarial (gain)/loss

Regulatory asset balance, end of period

DS Plan OP~B Plans~.~ ~.
December 33, 2012

$ b,9U7 $ 1,208
1,352 (212)

(785)
38a , ~ 11 ;

$ 7,874 $ 222

The reduction in prior service cost recognized during 2012, as shown in fhe table above in
the amount of ~785,000, resulted from changes to certain underlying factors relating to future
benefit costs, relating to one of the OPEB plans. The Post-6S Plan was changed. as of

15
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January I, 2013 relating to the cost of underlying health insurance premiums for the plan, as

wetl as a clearer definition of the basis for premium amounts anticipated for employees

already collecting benefits from the plan, as well as future benefits to be earned by

employees eligible under the plan, for which benefits have not yet been paid aut. The

resulting decrease in the liability of $785,000 will be amprtized over the future working

lifetime of active employees.

Amounts recognized in regulatory assets for the DB and OPEB Plans that have not yet been

recognized as components of net periodic benefit cost of the following as of December 31,

gala:

(in thousands)

Net actuarial (ga.in)/loss

Prior service cost

Regulator asset

DB Plan OPEB Pions

December 31, 2012

$ 7,874 $ 384

(162)

$ 7,874 $:. 222
~~.

The key assumptions used to value benefit obligations and calculate-net periodic benefit cost

for our D~ and OPEB Planes include the fallowing:

Discount rate far net periodic benefit cast, beginning of period (a) - 4.SU°/a

Discount rate far 6enefil obligations, end of period 4.00%

expected return on plan assets for the period (net of investment expenses) 7.50%

Rate ofcompensation increase, beginning o~period 3.00%

Healthcare cast trend rate (applicable only to OPEI3 Plans) 10.00%

{a) Ate increase or decrease its the discount rate of f1.5°/a woitite~ result in n shangc in the fundec! status ~ ~~f iaecember

31, ZO t2, for the UB PIan xnd the OPFL~ Plans of ap~rnrim~Yely ~ E.4 million and 41.6 million, respectively.

The estimated net actuarial Toss for .our DB Plan that will be amortized in 2413 from the

regulatory assets into net periodic benefit costs is $435,00 . The estimated net actuarial loss

and prior service cost for our OPEB Plans that will be amortized in 20113 from the regulatory

assets into uetperiodic benefit costs is $2,000 and $0, respectively.

In establishing zts inveshnent policy, our Company has considexcd the fact that the DB Plan

is a major retirement vehicle for its employees, and the basic goal underlying the establish-

rnent of fine policy is to provide that the assets of the Plan axe invested in accordance with the

asset allocation range targets to achieve our expected return on Plan assets. Oux Company's

investment straxegy applies to its- OPEB Plans as well as -the DB Plan. Our expected long-

term rate of return on DB Plan and OPEB Plan assets is based on the Plans' expected asset

allocation,. expected returns on various classes of Plan assets as well as historical returns.

The asses of our Post-65 Plan are held in tvvo separate Voluntary Employee Beneficiary

Association ("VEBA") trusts. We maintain our VEBA plan assets in directed. trust aecaun#s

at a commercial bank.

16
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The investment strategy for our DB Plans and our OPEB Plans utilizes several different. asset
classes with varying risk/retuin characteristics. The following table indicates the asset
allocation percentages of the fair value of the DB Plan and OPEB Flans' assets for each
major type of plan asset as of December 31, 2012, as well as the targeted allocation range:

DB 'Ian UPEB Plans -
Asset 

.. .
Asset _

Allocation Atlocatian
Range Range

Equities 60% 30% -100% 64% 30% ~ 100%
Fixed income 40% 20% - 70% 36% 0% - 50%
Cash and cash equivalents 0% Q% -15°!0 0% 0% -15%

Total I.OQ% 100%

Management uses its best judgment in estimating the fair value of ifs financial instruments.
However,. there are inherent wealcnesses in auy estimation technique. Therefore, for substan-
tiallyall financial instruments, the fair value estimates herein are nat necessarily indicative of
the amounts that we could have realized. in a sales transaction for these instruments. The
estimated fair value amounts have been measured as of year-end and have not been reevalu-
ated or updated. for purposes of fihese financial ;statements subsequent to those respective
dates.

Investments in mutual £ands are stated at fair value by reference to quoted market prices.
Money market funds are valued utilizing the Net Asset Value per unit based on the fair .value
of the underlying: assets as determined by the directed txustee.

The DB Plan also holds assets under an immediate participation guarantee group annuity
contract with a life insurance company. The assets under the confiract are invested in pooled
separate accounts and in a general investment account. The pooled separate accounts are
valued based on net asset value per unit of participation in the fund and have no unfunded
aornmitments or significant redemption restrictions at year-end. The value of these units. is
determined by the trustee based an the current market values of the underlying assets of the
pooled separate arcou.uts. Therefore, the value of the pooled separate accounts: is deemed to
be at estimated fair value.

The general investment account is not actively traded and significant other observable inputs
are not available. The fair value of the general investment account is calculated by discount-
iug the related cash flows based on current yields of similar instrume~zts with comparable
durations.

T'he methods described above may produce a fair value calculation that may not be ir~dicahve
of net realizable value or reflective of future -fair values. Furthermore,. while .the Plan's
rnaz~agemeint believes the valuation inethodolagies are appropriate and consistent with other
market participants, the use of different methodolo~~es or assumptions to determine the

17
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fair value of certain investments could result in a different fair value measurement at the _

reporting date.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to

measure fair value. The hierarchy gives the- highest priority to unadjusted quoted prices in

active markets far identical. assets or liabilities (Level 1 measurements) and the lowest

priority to unobservable inputs (Level 3 measurements).

The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy

used as of T~ecember 31, 2012 was as follows:

{in tn~usands) Totals Level 1 Level Z Level 3

DB Plan:
Equities:
Pooled separate accauuts $ 5,8b6 $ ~ $ 5,866 $

ri~red Yx►come:
General investment account 1,70A~ ~ ~ 1,704

Foaled separate accounts 2,143 ~ 2,143

Cash and cash equivalents:
Money 1Vlarket fiends ,~

~~ .. ~,.

Total Pension Plan $ 9,713 $~~ $ 8,009 $ 1,704

OPES Pions:
Mutual funds:
Balanced/hybrid funds $ 179 $ I79 $ $

U.S. equity securities funds 274 274 ~ -

International equity funds 67 57 -

Fixed income funds- 297 297 ~ -

Cash and cash equivalents:
Monep market funds l 1,.. .~~ ~ ~ ~~

Total Past-retirement Plans $ 818 $ 817 $ 1 $

Totals $ 10,531 $ 817 $ 8,010 $ 1,704

Level 1: Hosed on quoted prices in active markets for identical assets..
Leve12: Based. on significant ohservable inputs.
Level 3: Based on significant unobservable inputs.

18
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The following table presents aperiod-end reconciliation of DB Plan assets measured and
retarded at fair value on a recurring basis, using significant unobsezvable inputs (level. 3}:

(in thousands}

Batance;beginningofperiod $ 1,735
Plan transfers 285
Benefits paid (369)
Return on plan assets (net of investment expenses 53

Balance, end of period $ 1,704

In order to satisfy the minimum funding requirements of the Employee Retirement Income
Security Act of 1974, applicable to defined benefit pension plans, we anticipate that we wi11
contribute approximately $1.0 million to the Plan in 2013.

The following maximum benefit payments, which reflect expected future service,. as apprn-
priate, are expected to be paid in the years indicated:

(in thousa~ids) D$ Ptah, OPEB Plans..,~~ _

2Q13 $ 421 $ 66
20I4 488 74
2015 SSU 83
2016 695 84
2017 751. 95
2Q18 - 2022 5,168 ~~~747~~

Total $ 8,073 $

Because we are subject to regulation in the state in which we operate, we are required to
maintain our accounts in accordance with the regulatory authority's. rules and regulations. In
.those instances, we follow the guidance of ASC 980 ("Regulated Operations"). Based on

-prior regulatory practice, we recorded underfunded DB Plan and OPES Plan obligations as a
regulatory Eesset and we expect to recover those costs in rates c~iarged to customers.

Defined Contribution Plan

Tn addition to` the defined benefit plan, v~re have a defined corntrbution plan covering
substantially ̀a11 employees. Under this play, our Company matches I d0% of the first 3% of
each participating employee's salary contributed to the plan. The matching employer's con-
tributions, recorded as operating expenses, were approximately $205,000 for the. period
January 1, 2012 to DeeeXnber 31, X012.
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Note 3 -Commitments and Contingencies

Oper~utin~; Lea.sE~s

We lease our corporate office space as well as certain office equipment under operating lease

agreements. Total rent expense was approximately $314,000 for the period from January° 1,

2012 to December 31, 2012.

Our remaining non-cancelable lease cornxnitments for our corporate office space and leased

equipment as of December 31, 2Q12 were as follows:

(in thousands) A

ZQi3 $ 302

2014 286

20IS 269.

241G 269

ZOI7 157~~

Total $ 1,283

Note 4 —Financial Measurement and Fair Value of Financial Instruments

.Management uses its best judgment in estimating the fair value of its financial instruments.

However, here are inherent weaknesses in any estimation technique. Therefore, for substan-

tially all financial instruments, the fair value estimates herein are not necessarily indicative of

the amounts that we could have realized in a sales transaction for these- instruments. The

estimated fair value amounts have been measured. as of the period end .and have not been

reevaluated ar updated for purposes of these financial stafiements subsequent. to those

respective dates.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to

measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in

active markets for identical assets or liabilities (~,evel 1 measurements) and the lowest

priority to unobservable inputs (Leve13 measurements). The three levels of fair value

hierarchy are as follows.

Level l: Based on gaated prices in active markets for identical assets.

Level 2: Based on significant observable inputs.

Level 3: Based on significant unobservable inpats.

Are asset or liability's level within the fair value hierarchy is based on the lowest level of

input that is sign~~cazit to the £air value measurement.
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For assets and liabilities rneasurecl at fair value on a recurring basis, the fair value measure-
nnent by levels within the fair value hierarchy used as of December 31, 2012 wasas foil~ws:

(in thousands) Total Levet 1 Levc12 Leve13

Interest rate swap $ (825) $ - $ (~~~~

The carrying value of certain financial inshuments included in the accompanying Consali-
dated Balance Sheets, along with the related fair value, as of December 31, 2012 was as.
follows:

Carrying Fair

(in thousands) Value Value

Liabilities:
Long-term debt $ (1 7,058) $ (189,149)

Intezest rate swap liability (825} (825)

The fair value of long-term debt has been determined by discounting the future cash flows
using current market interest rates for similar financial instruments of the same duration. The
fair value for long-texm debt shown above does not purport to represent the amounts at which
those .debt obligations would be settled. The .fair market value of our interest rate swap
represents the .estimated. cost to ternunate this agreement as of December 31, 2012 based

upon the then-current interest rates and the related credit risk.

The eanying values of our Cash and Cash Equivalents, Accounts Receivable and Accounts

Payable appraxiznate their fair values because of their short maturity dates.. The carrying

value of our CIAO approximates its fair value because it is expected. that tbis is the aimount

that wi11 be recovered in future rates.

Nate 5 —Income Taxes

The components of the federal and state income tax provision (benefit) as of December 31,

2012 were as :follows:

(in thousands)

Federal $ (5U7)

State (137)

Amvriization of investment tax credits (36)

Total $ {680}

.Current $ (1,255)

Deferred _ , _SZS --

To~l $ (680}
~;

21

277



Tha following is a reconciliation between the statutory federal income ta~c rate and the

effective income talc rate for 2012:

Statutory federal rate 34.0%

State tax rate, net of federal benefits 5.5%

Permanent differences -14.6%

Amortization of in~~esttnent tax credits 1.4%

Effective tax rate 26.3%

The temporary items that give rise to the net deferred tax liability as of December 3 Y, 2012

ware as follows°

(in thousands)

Liabilities:
Property-related, net $ 24,834

Pension deferred asset 3,119

.Other 1,426

Total liabilities 29,379~.~~:

Assets:
Pension accrued liability 3,508

Federal net operating loss carryfoivvard 1,558

.Alternative minimum tax credit 240

NH Business Enterprise Tax credits. 23

Other 3,125~,

Total assets ,'

Net non-current deferred income tax liability $ 20,625

We had a federal net operating loss in 20l 2 in the amount of approxixnately $4.1 million. The

federal tax benefit of the net operating lass is approximately $1.4 million, of which

appr~xirnately $200,000 was carried back to the: 2011 tax year, and appro~cimately $1.2

million can be carried forward until the year 2032, and is included in deferred income taxes

in the consolidated balance sheet as of December 31, 2012.

As of Decennber 31, 2012, we estimated approximately $240,x00 of cumulative Federal

alternative nninimum tax credits that may be canted forward indefinitely as a credit against

our regular talc liability.
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As of December 31, 2012, we had New Hampshire Business Enterprise Tax ("NHBET")
credits of approximately $23,000,- which were earned in 2012 and expire in 2017. We
anticipate that we will fully utilize these NHBET credits before they expire; therefore we
have not recorded- a valuation allowance related tv these credits.

Investment tax credits resulting from utility plant additions are deferred and amortized. The
unamortized inves~nent tax credits are being amortized through the year 2033.

VVe had a regulatory liability related to income taxes of approximately $846,aoo as of
December 31, 2012. This represents t}ie estimated future reduction in revenues associated
with defei~ed taxes which t~vere collected at rates higher than the currently enacted rates and
the amortization of defezred investment tax credits.

We made a review of our portfolio of uncertain talc positions. Iz~ this regard, an .uncertain tax
position represents our expected treatment of a tax position taken in a filed tax return, or
planned #o be taken in a future tax return, that Iias not been rc;flected in measuring income tax
expense for financial. reporting purposes. As a result of this review, we determined that we
had no material uncertain .tax positions. We will use tax planning strategies, if required, and
when possible, to avoid the expiration of any future net operating loss and/or tax credits.

We file income faze returns in the U.S. federal jurisdiction, the State of New Hampshire and
the Cairunanwealth of Massachusetts. Our 2008, 2010 end 2011 tax years remain subject to
examination by the .Inteznal Revenue Service. Our tax year 2009 was audited by the Internal
Revenue Service and the year was closed with ao changes.. Our 2008 through 2011 tax years
remain subject. to examination by the state jurisdictions.

Our practice is to recognize interest and/or penalties related to income tax matters in "Other,
NeY' in the Consolidated Statements of Income. We incurred no interest or penalties during
the year ended December 31, 2012.
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Note 6 —Debt

.Long-term debt as o£December 31, 2012 consisted of the fallowing:-

(in thousands)

Unsecured note payable to City of Nashua, 5.75%, due 12/25/2041 $ 117,925

Unsecured senior note payable due to an insurance company

7.4a%, due March 1, 2Q21 5,600

Unsecured Business Finance Authority:

Revenue Bond {2005 Series BC-4), 5.375%, due October 1, 2035 X2,130

Revenue Bond {2005 Series BC-3), 5.00%, due April 1, 2418 - 7,475

Iteventte Bond (2005 Series A), 4.7a%, due Qctober 1, 2U35 12,125

Revenue Bond (Series 200SA), 4.70%, due 3anuary ], 2035 1,785

Revenue Bond {Series 2005B), 4.60%, dae 7anuary 1, 203 2,320

Revenue Bond (Series 2005C), 4.50%, due January 1, 2025 1,175

Revenue Bond, 1997, 6.30%, due Map 1, 2022 3,00

Unsecured notes payable to bank, floating-rate, due March 1, 2030 4,058

Unsecured Naw Hampshire State Revolving Fund ("SRF") notes ~l~ 9,741

Tatal Iong-term debt 177,334

Less current portion (2,780)

Less original issue discount (275)

Total long-t.~rm debt, net of current portion $ 174,279

~i~ SRt' notes are due through 2033 at interest rates ranging from 1% to 4.488%. Thes
c notes are payable in 120

to 240 eonsecuiive monfihly installments of principal and interest The 1%rate applies
 to construction projects

still in process until the earlier of (i) the date of substantial completion of the improvements,
 or (ii) various dates

specified in the note (sach earlier date being the interest rate change date). Commenc
ing on the interest rate

change date, the interest rate changes to the lower of (i) the rate as stated in the 
note or (ii) 8Q% of the

established 11 General Obligations Bond Index published during the specked time period
. before the interest

rate change date.

The aggregate principal payment requirements subsequent to December 31, 2012 are as

follows:
(gin thousands} Amount

2013 $ 2,780

2014 2,875

2a~5 2,998
2016 3,127

2017 3,265

2018 and thereafter ~. Ib2,2$9

Total $ 177,334
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Several of Pennichuck Water's loan agreements contain a covexiant that prevents Pez~nichuck

Water from declai7ng dividends if Penniehuck Water does not maintain. a minimum nef

worth of $4.5 million. As of December 31, 2012, Pennichuck Water's net worth was

$130.9 million. Pennichuck Water Woxks also has debt issuance covenants whereby they

must alsa maintain a maximum total debt to capital ratio of 65%, a maximum funded debt to

net property, plant and equipment ratio of 60%, and an interest coverage ratio of at least 1.5;

at December 31, 2012 the total debt to capital ratio was 28%, the funded debt to net property,

pla.ut and equipnnent ratio was 39%, and the interest coverage ratio was' 3.I7.

Pennichuck East's loan agreement for its $4.1 million unsecured notes payable to a bank

.contains a minimum debt service coverage ratio requirement of 1.25; at December 31, 2012

this ratio was 1.69. Also, Pennichuck East is required- to maintain a maximum ratio of total

debt to total capit~lizaiion of 65%; at December 31, 2012 this rat o:was 34%.

The Company's revolving credit loan. facility with RBS Citizens which ;contains a covenant

that requires the Company to maintain a minimum fixed-charge coverage ratio of at least 1,0;

at December 31, 2012 the fixed. charge coverage ratio was i.25. The Company is also

xequired to maintain a►n equity capitalizarion ratio of not less than 3S%; at December 31,
2012, fie equity capitalization ratio was S2%. Under this agreement the Gannpany is also

precluded from. declaring or paying dividends, or malting any other payment ar distribution

of its egwity without the bank's prior written consent, except far: (1) its obligations under

Rate order No. 25,292 as it pErtains to the Company's. specific obligations under the City

Bond Fixed Revenue Requirement {"CBFRR") which provides £or payments : of approx-

imately $707,000 per month of the note payable to the City of Nashua (the "City"), and

quarterly dividends to the City for the remainder of this annual obligation, as defined by the

oxder; and (2} a specific allowance, under Rate Order No. 25,292, whereby the Company is

allowed to make distributions to the City from current earnings and profits in excess of the

CBFRR, to provide funds to allow the City to reimburse itself fox the costs incorrect by the

City relating to its efforts in pursuxn~ the eminent domain proceedings from Januaxy 2002

through August 2009, provided however that such amount shall not exceed $500,000 in any

fiscal year, or $S;OOO,D00 in the aggregate, of all such distributions.

Our short-term borrowing activity under this revolving credit loan facility for the period from

Jaaivary 1, 2012 to December 3l, 2Q12 was:

(in thousands}

Established line as of December 31, 2012 $ 10.,000

Maximum amount outstanding during period

Average amount outstanding during period

Amount outstanding as of December 31, 2012

Weighted average interest rate during period n/a

rnterest rate as of December 31, 2012 n/a

As of December 31, 2012, we had a. $4.l million interest rate .swap which qualifies. as a

derivative. This financial .derivative is designated as a cash flow hedge. This financial instru-
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rnent is used tp mitigate interest rate risk associated with our outstanding $4.1 rnillian loan

which - has a floating interest rate based on the three-month London Interbank Offered Rate

("LIBOR") plus 1.75% as of December 31, 2012. The combined effect of the LIBOR-based
-borrowing fo~rnula and the swap produces an "all-in fixed borrowing cost" equal to 5.95%.
The fair value of the financial derivative, as of December 31, 2012, included in our .Consoli-
dated Balance Sheets under "Deferred credits and other reserves" as "Other liabilities" was
$825,000. Changes in the fair value of this derivative were defezred in accumulated other
eomprek~ensive loss.

Swap settterne~ts are recorded in the statement of income with the hedged item as interest
expense. During tha period from January 1, 2012 to December 31, 2012, $lS7,000 was
reclassified pre-tax from accumulated other comprehensive loss to interest expense as a result
of swap settlements. We expect to reclassify approximately $158,000, pre-tax, from accumu-
lated other comprehensive loss to interest expense as a result of swap settlements, over the
next twelve months.

Nate 7 —Transaction with the City of Nashua

On January 2S, 2012, in full settlement of an ongoing Eminent Domain lawsuit filed by the
City of Nashua ("City") and with the approval of the New Hampshire Public Utilities
Commission ("NIIPUC"), the City acquired all of the outstanding shares of Pennichuck
Corporation ("Pennichuek") and, thereby, indirect acquisition of its regulated subszdiaries.
The total amount of the acquisition was $150.6 million. ("Acquisition Price"} of which
$138.4 million was for the purchase of the outstanding shares, SSA million -for the
establishment of a Rate Stabilization Fund, $2.6 .million for legal and due diligence costs,
$2.3 million for severance costs, $1.3 million for underwriting £ees, and $ l A million for
band discount and issue costs. The entire purchase of $150.6 million was funded by General
C?bligatian fonds (`Bands") issued. by the City of Nashua. Pennichuek is not a party to the
Bonds and has not guaranteed nor is obligated in any manner for the repayment of the Bonds.
Pennichuck remains an independent corporation with an independent Board of Directors with
the City of Nashua as its sole shareholder.

Pennichuck Water Works, Inc. ("PWW"), Pennichuck East Utility, Inc. ("PELT"}, Pittsfield
Aqueduct Company, Inc. ("PAC"}, Pennichuck Water Service Corporation, and The.
Southwood Corporation will continue as subsidiaries of Pennichuck Corporation and PWW,
PEU and PAC will continue as regulated companies under the jurisdtetion of the New
fIampshire Public Utilities Commission. The terms, of the merger and the requisite
accounting and rate-setting mechanisms were agreed to in the NHPUC Order 25,292 ("PUC
Order") dated November ~3, 20I 1.

Transactions with Related Par~jv —City of'Nashua

Pennichuck issued. a prornissary note to'-the City of Nasfiva in the amount of approximately

$12~ miilio~. to be repaid over a thirty (30) year period with monthly payments of
approximately $707,000, including interest at 5.75%. Pennichnck recorded an additional
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amount of approximately $30.6 million as contributed capital. During 2012 dividends of
approximately $210,000 were declared and paid to the City. The remaining outstanding
balance of the note payable to the City at December 31, 2012 was approximately
$117.9 million, as disclosed in Note G to these consolidated financial statements.

Rate St~cbi[ization Fund —Restricted Cash

As a part of the acquisition, Penniehuck agreed to contribute $5,000,000 of the proceeds
from the settlement transaction to PWW, which was. used to establish a Rate Stabilizarion
Fund. ("RSF"), allowing for the maintenance of stable water utility rates and providing a
mechanism to ensure the Company's continued ability to meet its obligations under the
promissory note to the City, in the event of adverse revenue developments. Restricted cash
consists of amounts set aside in the RSF a.ecount, and is adjusted monthly as required in the
PUC Order.

Municipal Acquisition Regulatory Asset (".hfARA ")

Pursuant to the PUC Order, Pennichuck established a new Regulatory asset (MARA) which
represents the aanount that the Acquisition Price exceeded the net book assets of
Pennichuck's regulated subsidiaries (PWW, PEU, atxd PAC) afi December 31, 2011. The
initial amount of the MARA was approximately $89 million for the regulated companies,
offset by anon-regulated amount o£ approximately $4.8 million. The MAKA is to be
amortized aver a thirty (30) ycar_period in the same manner as the principal amortization of
the note to the City. The balance in the MARA at December 31, 2012 was approximately
$8$.1 million, reduced by the non-regulated credit of approxinn,ately $4.8 million.

Note 8 —Sale of Laud

On January 24, 2Q12, Southwood sold a 38-acre parcel of undeveloped laud fox approx-
iLuately $2.2 million. The resulting net gain from this tacansaction of approximately
$1.6 million, is included in gain on sale ofland on the ar.•companying consolidated statement
of income.

1'~Tote 9 — Subsegaent Events

The Company has evaluated the events and transactions that have occurred through March 4,
2013, the date that these financial statements wexe available .for issuance, and noted no items
requiring an adjuskment to the financial statements. or additional disclosure.
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~~ renteBe~ard

Independent Auditors' Report

Board of Directors and Stockholders
Pennichuck Corporation

We have audited the accompanying consolidated balance sheet of Pennichuck Corporation (the

"Company") as of Decerrcber 31, 2011, and the related statements of income, shareholders' equity,

comprehensive income, and cash flows for the year then ended. These consolidated financial statements

are the responsibility of the Company's management. Our responsibility is to express an opinion on these

consolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America. Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements -are-free of material misstatement. An audit includes examining,_on a test

basis, evidence supporting the amounts and disclosures in the. financial statements. An audit also includes

assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation. We believe that our audit provides a reasonable

basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material

respects, the financial position of Pennichuck Corporation as of December 31, 2011; and the results of

their operations and their cash flows for the year then ended in conformity with accounting principles

generally accepted. in the United States of America.

Malvern, Pennsylvania
Maxch 8, 2012
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~~renteBeard

Report of Independent Registered Public Accounting Eirm

Board of Directors and Shareholders
Pennichuck Corporation

We have audited the accompanying consolidated balance sheet of Pennichuck Corporation (the

"Company") as of December 31, 2010, and the related consolidated statements of income, shareholders'

equity, comprehensive income, and cash flows for the year then ended. These consolidated financial

statements are the responsibility of the Company's management. Our responsibility is to express an

opinion on these cot►solidated financial statements based on our audit..

We conducted our audit in accordance with generally accepted auditing standards as established by the

Auditing Standards Board (United States) and the standards of the Public Company Accounting Oversight

Board (United States). Those standards require that we plan-and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement. An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.

An audit also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that our audit

..provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in alt material

respects, the financial position of Pennichuck Corporation as of December 31, 2010, .and the results of

their operations and their cash flows for the year then ended, in conformity with accounting principles

generally accepted in the United States of America.

Reading, Pennsylvania
March 4, 201 I
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PENNICHUCK CORPORATIQN AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

As of December 3I,_
2011 20t0

"'ASSETS
Properly, Plant and Equipment, net $ 161,323 $ i S~,7y(i

Current Assts:
Cash and cash equivalents 2,987 2,383
Acc;~unts receivable, net of allowance of $52 and X54 in 201 I
and 2010, respectively ' 2,223 2,153,

Unbilled revenues 3,355 2,389
Materials and supplies 814...... 743
Deferred and refundable income takes 68 71 ̀~
Prepaid expenses _,.1,804 ' 1 ?3117

Total C.urrentAsscts 11,251 9,692

Other 1lssets:
DctCtTcdlandcosts 2,~~0 2,497.
Deferred charges and other assets I X1,1 G3 10,~t~2
l~n~cstmcnt in real estate partnership ~ ~1 13 _ 1 1~~

T01~~~ ~thCP ASSCIS I ~,b~6 13~~ ~3

TOTAL ASSETS $ 1 ~ . 1~,

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
COI~ISOLIDATED BALANCE SHEETS -CONTINUED

(in thousands, except share data)

As of December 31.,
2011 X010

=SHAREHOLDERS' EQUITY AND LIABILITIES
Shareholders' Equity:
Cofnmon`stock-$1 par value;
Authorized 11,500,000 shares in 2011 and 2010;
Issued- 4,695,757 and 4,677,1.05 shares, respectively;
Outstanding-4;694,555 and 4,675,903 shar~s,;respectively $ 4,696 $ 4,677
Additional paid in capital 41,689 41,312
Retained earnings l 1,132 10,488
Accumulated other comprehensive loss (500) (189)
Treasury stock, at cost; 1,202 'shares in 2011' and 2010 (138) 138 ~.

i,otal Shareholders' L,~~uity

f>:'~F ..':.:I ~r~,~l- ~1M r,-~r.~al~,~ IS Mll ch~r~c ,airthnri?~r1• and nn

par value, 100,00Q shares authorircd, no shares issued in 2011

and 201Q

Commitments and contingencies (Note 4)

Long-term I3e~t, I.,ess Current Portion

Current Liabilities:
Current,portoti.,Qf long-term dcht
Accounts ~~ayable
Accrued,inierestpayabie
nccrued wages and payroll withholding
Accrued liability - retainage
Other current liabilities

Total Current:Liabilities

Deferred Credits and Other Reserves:
Deferred income taxes
Deferred investment tax credits
R~gulatory`liability
Past-retirement health benefit obligation

Accrued pension liability
Oth~r liabilities

Total;Deferred.Credits ai~d,Othcr.Reserves

5<,879 56,15

59,437 59,809

1,096 I ,062
1,Of 3 I ,972
749 701
591 565
]9] 178
304 4~b

3.999 4,884

21,437 19,180
7U2 735
sus s90

3,217 1,78
7,483 4,G23
2,300 1,73 b

36fQ0'1 28,874

Contributions in Aid of Construction33,07&_, 31,884

1'U"1'AL SHAREHOLDERS' EQUITY AND LIABILITIES $ 1 00 $ l~ $ ~6Q1~:.

The accompanying notes are an integral part of these consolidated. financial statements.
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PENNICHUCK CORPORATION AND SUBSIUTARIES
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except share and per share data)

Years Ended December 31,
2011 2010

'::;Operating Revenues $ ~ 38,327 $ '< 36,492

Operating Expenses:
Operations and maintenance 18,~9 ~ ~ 18, i 3 i
Depreciation and amortization 4;2~t7 a,23~
Taxes other-than income takes `~ ~~ 4,480 - 4,t~?&

Total Operlting Txpenses 27,515 26,390

iDpera(inb Income 1 b,812 10,O96

Eminent Do~iiaix~ and l~erg~r-related Costs (76~t~ (5 ~'r)
Interest Expense (3,27S} (3,36~J)
Allo~~~~ance Cor Ponds Used l~uri~ig Construction G I G

Income 13cfore Provision fi~i~ Income Taxes G,7G2 G,1 b0:

Provision for Income 1'~:es 2.651 2,399

Net Income $ . 4 "1 i 1' ~ ...~_ ~~_3 ;74~t

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCI~ CORPORATION AND SUBSIDIARIES
CONSOLIDATEA STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

Years Ended. December 31,
2011 2010

Net Income $ ~, ! 11 $ 3,781
Othex Comprehensive Loss
Unrealized Loss on Derivatives {C~88~ (4~~)'
Reclassification of Net Loss Realized in Net Income i f ~ 145
Income TaX Benefit Relating to
Other Cornprci~ensive Income 209 125
Other Comprehensive Loss (3 t ! ~ ~(1g9}

Co~up~eli~nsive::Inco~iie r ~ ~.. 3,59?

The accompanying nat$s are an integral part of these consolidated financial statements. -
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(in thousands, except share and per share data)

Accumulated

Additional Other

Common Stock Paid in Retained Comprehensive Treasury

Shares Amount Capital Earnn~s (Loss) Income Stock

Balances as of ~
December 3 t, 2009 4,652,260 4,652 40,614 10,0$6 ~ (-138)

Net: income 3,7$1 _ _ _ .

Common stock offering — ~--- (6) ---

Dividend reinvestment pla►i 6,521 7 136 -- — --

Stoct.-based compensation - 23`)

('ommon divi~cnds
dccltircd -~.725,persh~trr - - (3,371) — —

~xe~ris~~ofstockr,~E,tivns 18,324 !8 ~2G --~ -- --
T~effect of disq~L~lilyiug
dispositions _. (2) — -.__

~th~r c~mgrel~c„s„c
inci~~ric:
Unretdized hiss on ~ _ {
dcriv~[ivcs, net of tax benefit ~
of $(l~83) - _ _ _ (27G) —

Reclassificadon adjustment.
for net loss realized in net
uicome, net of tax. benefit

' of fi5R .....- ,.,,.,, .,~... ~~_— g~ ___
~

13alau~ccs as of
December 31, 2Q10 4,677,105 $ 4,677 ~ 41,312 ~ 10,488 $ (189) $ (l38)

Nct i~icom~ — — - 4,1 ] 1 —~ ~_

Stock-hascd compcnsalian --- -- l09 — —

('orunian di~~idcnd5
~ti~clarcd--$.74~~crsh.~rc ~- -- — (i,1G7) -- -_~~

Tax effect of disqualifying
dispositions -~ 28 _ — --- `

Other com~rcl~ensivc
income:
[Jnreaiized. loss on
derivatives, nez of tax benefit
of $(275) ...,;. —,,: .~: .~.: (413) ~::

Itcclas5~~cation adjustment
for net loss realized in net
;~«,~„~, ~~~ ~rt<~~ t~;t~~r~
~~~:566 -- — -- 102 —

Ba(ances as of
December 31, 2011 4,695,757 $ 4,696 $ 41,689 S 11,132 $ 5~00~ $ (~ 138~,~.

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AIYD SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH -FLOWS

(in thousands)

Years Ended December 31:,
2011 2Q10

Qperating Acttvrties
,.

Net income $ 4,111 $ 3,781
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and amortization 4,461 4,459
Amortization of.origin~l issue discount 12 12;
Amortization of deferred

investmenttax credits (33) (33)
Provision fot;deferred income t~►ae:s 2,465 2,085:
Equity component of allowance for funds used

during construction (3) (8)
Undistrihuted loss in real estate partnership 5 7
Stock-based compensation expense 109 239

Chan{;es iii ass~ls anti l at~iiities;
Increase in accounts receivable and

unbilled revenues (1,U36) (191)
I~ccrease (increase) in re~ut~dablc iticginc taxes 649 (643};
I~~crease in materials and supplies (71 j (16}

Increase'in,xprepaid~~3~`~e~ises (4~7) (137)';
(Increase) decrease in deferred charges and

other assets (3,544) ~8~
(Decrease) i~~crease in aceourits Payable and

deferred revenue (907) 868 ̀̀_
incre~ise (decrease) in accrued interest payable 48 (2d}
lncreasein other1,350

~
700

Net cash provided by operating activities 1 U,1 19 11,389

uivesting Actiyitics:
Purchase of property, plant and equipment,

including debt component of allowance for
funds used during construction (5,907) (8,507)

Praceecis ̀from sales of properly, plant and
cquepcjze~it — 50

Increase- in investment in real estate partnership
and deferred land casts (57 30

;..Net cash used~in investing activities $; 5 964 $~$,4

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS -CONTINUED

(in thousands)

._. '
Years Ended December 31

2011 2010., r
Financing AchYrties;: 3
Payments on long-term debt $ (1,184) `~ (6,227)_ ~~,.. _,
Coitribuf~ons m-aid of construction 5 259
Proceeds from lonb-term borrowings 851 6,833
Debt issuance costs (~3) (54)
Proceeds from issuance of common stock and

dividend reinvestment plan 287 479
Dividends paid ~3,,4G7) 3,379 "

Net cash used in [inanci~~~; ~~cti~itic5 (3.551) _ (?,Off~)~

lna~casc in cash and cash cquivalcnts ~ 604 813
i;asu ~tnu catiii cquiv~iicnis, i~c~inniu~ vi year i,3 o3 i, ~7J~

Cash and ch equiv~le~ts, et~c3 of year $ 2,9K7 $ 2,3R3

Supplemental disclosure on cash flow and non-cash items .for the two years ended
December 31, 2011 and 2010 is presented below.

Years Ended.D.ecember 31 . _
(in thousands} 2011 2010 "'"

Cash paid'(r~fundcdj during the year
for:

..Interest.... ~ $ 2,996 ~ 3,156
Income takes (436) 746 ''

Non-cash items:.
Contributions in aid of construction 1,897 6~0
Eo~'giveness'of'debt 2~ 

,~

The accompanying notes are an .integral part of these consolidated financial statements,..
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PENNICHUCK CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1—Description of Business, Acquisition of Company and Summary of Significant Accounting

Policies

Description of Business:

« » « ~,
Pennichuck Corporation (our Company, we, or our) is a holding company headquartered in

Merrimack, New Hampshire with ftve wholly-owned operating subsidiaries: Pennichuck Water

Works, Inc., ("Fennichuck Water"} Pennichuck East Utility, Inc., ("Pennichuck East") and Pittsfield

Aqueduct Company, Ina (collectively referred to as our Company's "utility subsidiaries"), which are

involved in regulated water supply and distribution to customers in New Hampshire; Pennichuck Water

Service Corporation ("Service Corporation") which conducts non-regulated water-related services; and

The Southwood Corporation ("Southwood") which owns several parcels of undeveloped land..

Our Company's utility subsidiaries are engaged principally in the collection, storage, treatment

and distribution of potable water to approxtmately 34,200 customers throughout the State. of New

Hampshire. 'The utility subsidiaries, which are regulated by the New Hampshire Public Utilities

Commission (the "NHPUC"), are subject to the provisions of Accounting Standards Codification

{"ASC") Topic 980 "Regulated Operations."

Acquisition of Company:

On January 25, 2012; the City of.Nashua, New Hampshire (the "City") completed its acquisition

of all of the outstanding voting securities of our Company in a merger transaction pursuant to the

Agreement and Plan of Merger (the "Merger Agreement"} dated as of November 11, 2010 between our

Company and the City. The Merger Agreement provided for the purchase of alt the outstanding common

stock and common stock equivalents of our Company for $29.00 per share, or approximately

$138 miltion in cash.

In connection with the Merger Agreement, the City and our Company agreed that this transaction

constitutes full settlement of their eminent_ domain. dispute. Shareholders of our Company approved the

Merger Agreement at a Special Shareholder Meeting on June 15, 2011 and the NHPUC issued its order,

which became effective December 23, 2011, approving the acquisition by the City on

November 23,.2011.

Summary of Si~ni~cant Accounting Policies:

{a) Basis ojPresentation

The accompanying consolidated fcnancial statements include the accounts of our Company and its

wholly-owned subsidiaries. All significant intercompany transactions have been eliminated in

consolidation.

(b) Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions. that

10



affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses. during the reporting
period. Actual results could differ from those estimates.

(c) Properly, Pant a~td Equipment

Property, plant and equipment, which includes principally the water utility assets of our
Company's utility subsidiaries, is recorded at cost plus an allowance for funds used during construction ,
on major, long-term projects and includes property funded with contributions in aid of construction. The
provision for depreciation is .computed on the straight-line method over the estimated useful lives of the
assets which range from five to 91 years. The weighted average composite depreciation rate was 2.5% in
2011 and 2010. The components of property, plant and equipment as of December 31, 2011 and 2010
were as follows:

(in thousands)

(Itility Prn~erty:
l,~~¢ azici land rights
Sourcc of supply
Pa1l111~ff1~„t~: ~)UI'lfC~t1~I1

Transmission &distribution, including
services, meters and hydrants

(~~c~~ral quid other eguipmept
Intangible plant
Constructio~i work in`progress ”

Total utility property
Total ~~on-utility property

"Total property, plant & equipr»cnt
Less a~~un~ulated~deprec~ation
Property, plant and equipment, net

Useful.
Lives

2011 2010 in ears

' ~ 2,946: $ '' 2,994 --
49,729 49,304 34-75
28,427: 28,072 15=35

115,335
9,947
760
563

207,707
5

207,712
~i6( ...,389).'

~_ 1

109,817 40-91
9,496 7-75
747 20

"' 
684

201,11
5--

201,119
(42,323)
is

Maintenance, repairs and minor improvements are charged to expense as incurred. Improvements
which significantly increase the value of property, plant and equipment are capitalized.

(d) Cash and Cash Equivalents

Cash and cash equivalents generally consist of cash, money market funds and other short-term
liquid investments with original maturities of three months or less.

(e) Concentration of Credit Risks

rinancial instruments that. subject our Company to credit risk consist primarily of cash and
accounts .receivable. Our cash balances are invested both in a money market fund consisting of
government-backed securities .and in a financial institution insured by the Federal Deposit Insurance
Corporation ("FDIC"). Our accounts receivable balances primarily represent amounts due from the
residential, commercial and industrial customers of our regulated water utility operations as well as
receivables fromour Service Corporation customers.

11
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(~ Accounts receivable

Accounts receivable are recorded at the invoiced amounts. The allowance for doubtful accounts is
our best estimate of the amount of probable credit losses in our existing accounts receivable, and
is determined based on historical write-off experience and the aging of account balances. We review the
allowance for doubtful accounts quarterly. Account balances are written off against the allowance when it
is probable the receivable will not be recovered.

(g) U~billed Revenues

We read our customer meters on a monthly basis and record revenues based on meter reading
results. Information from the last meter reading date is used to estimate the value of unbilled revenues
through the end of the accounting period. Estimates of water utility revenues for water delivered to
customers but not yet billed are accrued at the end of each accounting period.. Actual results: could differ
from those estimates.

(h) Materials and Supplies

Inventory is stated at the lower of cost, using the average cost method, or market.

(i} Deferred Land Costs

Included in deferred land costs is our Company's original basis in its undeveloped landholdings
and any land improvement costs, which are stated at the lower of cost or market. All costs associated
with real estate and land projects are capitalized and allocated to the project to which the costs relate.
Administrative labor and the related fringe benefit. costs attributable to the acquisition, active
development and construction of land parcels are capitalized as Deferred- Land Costs. No labor and
benefits were capitalized for the years ended December 31, 20l I and 2010.

(j) Deferred Charges and Other Assets

Deferred charges include certain regulatory assets and costs of obtaining debt ftnancing.
Regulatory assets are amortized over the periods they are recovered through NHPUC-authorized water
rates. Deferred financing costs are amortized over the term of the related bonds and notes. Our
Company's utility subsidiaries have recorded certain regulatory assets in cases where the NHPUC has
permitted, or is expected to permit,. recovery of these casts over future periods. Currently, the regulatory
assets are being amortized 'over periods ranging from four to 25 years. Deferred charges and other assets
as of December 31, 2011 and 2014 consisted of the following:

(in thousands)

Regulatory assets:

t~ecovery
Period

2011 _.: 2010 _ (in ,years) ._

So~rrcc development charges $ 876
Miscellaneous studies 602
Sarbati~,s-Oxlt;y cots 49
Ur~recovereci pension and post-retirement

benefits expense 8;1 t 5
z~h , ~ ~ a

"Total ~egulatoty assets 9,642

12

g 932 5 25
681 ~~-25
244 5

3,960 ~'~
5,817
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Franchise fees and other -~-
Supp.~~mental executive retirement plan asset 692 636, ~'~-~~
Deferred financing costs 3,829 4,Q42

,: Totai defetired charges and,other assets ~ $ 14,163 $ 10,502..~.

tl~ We expect to recover these amounts consistent with the anticipated expense recognition of
these assets.

(k) 7Y~easury Stock

Treasury. stock held by our Company, represents shares. that were tendered by employees as
payment for existing outstanding options. Treasury stock received .is recorded at its fair market value
when tendered.

(1) Contributions in Aid of Construction ("CIAC')

__
Under construction contracts with real estate developers and others, our Company's utility

subsidiaries may receive non-refundable advances for the cost of installing new water mains. These
advances are recorded as CIAC< The utility subsidiaries also record to Plant and CIAC the fair market
value. of developer installed mains and any excess of fair market value over the cost of community water
systems purchased from developers. The CIAC account is amortized over the life. of the property.

(n:) Revenues

Standard charges for water utility services to customers are recorded as revenue, based upon
meter readings and contract service, as services are provided.. The majority of our Company's water
revenues is based on rates approved by the NHPUC. Estimates of uribilled service revenues are recorded
in the period the services are provided. Provision is made in the; financial statements for estimated
uncollectible accounts.

Non-regulated water management services include contract operations and maintenance, and
water testing and billing. services to municipalities and small, privately owned community water systems.
Contract revenues are billed and recognized on a monthly recurring t~asis in accordance with agreed-upon
contract rates. Revenues from unplanned additional work are based upon time and materials incurred in
connection with activities not specifically identified in the contract, or for which work levels exceed
contracted amounts.

Revenues from real estate operations, other than undistributed earnings or losses from equity
method joint ventures, are recorded upon completion of a sale of real property. Our Company's real
estate holdings outside of our regulated utilities are comprised primarily of undeveloped Land.

(~t) Investment in Joint i~enture

Southwood uses the equity method of accounting .for its investment in a joint venture in which it
does not have a controlling interest. Under this method, Southwood records its proportionate share of
losses under "Other, net" in the accompanying Consolidated Statements of Income with a corresponding
decrease in the carrying value of the investment. See Note, 7, "Equity Investment in Unconsolidated
Company" for further discussion of Southwood's equity investments.
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(o) Allowance for Funds. Used During Construction {~~AFUDC")

AFUDC represents the estimated debt and equity costs of capital necessary to finance the
construction of new regulated facilities. AFUDC consists of an interest component and an equity
component. AFUDC is capitalized as a component of property, plant and equipment and has been
reported separately in the Consolidated Statements of Income. The AFUDC rate was 738% in 2011 and
20,10. 1'he total amounts of AFUDC recorded for the years ended December 31, Z01 I .and 2010 were as
follows:

(in thousands)

Debt (intcrest),cQmpoj~ent
Equity component
'Total A ~ UDC.

(p) Income. Taxes

2011 .2Q10

$ 6 $ 16

Income taxes are recorded using the accrual method and the provision for federal and state
income taxes is based on income reported in the consolidated financial statements, adjusted for items not
recognized for income tax purposes. Provisions for deferred income taxes are recognized for accelerated
depreciation and other temporary differences. A valuation allowance is provided to offset any net
deferred tax assets if, based upon. available evidence, it is more likely than not that some or all of the
deferred tax assets will not be realized. Investment tax credits previously realized for income tax
purposes are amortized for financial statement purposes over the life of the property, giving rise. to the
credit.

(qj Recently Issued Accounting Standards

We do not expect the adoption of any recently issued accounting pronouncements to have a
material impact on our financial condition or results of operations.

(r) Reclassifications

Certain Consolidated Balance Sheet amounts as of December 31, 2010 have been reclassified to
conform to the December 31, 201 i Consolidated Balance Sheet presentation. These reclassifications had
no effect on total assets or total liabilities and relate to the reclassification of forgivable debt from other
long-term liabilities to current and long-term debt. The Consolidated Statements of Cash Flows for the
year ended December 31, 2010 also reflect these reclassifications.

Note 2 — Past-retirement Benefit Plans

Pension Ptan and Other Post-retirement Benefits

We have anon-contributory, _ defined benefit pension plan (the "DB Plan") that covers
substantially all employees. The benefits are based on years of service and participant compensation
levels. Our funding policy is to contribute annual amounts that meet the requirements for funding under
the U.S. Department of Labor's Pension Protection Act. Contributions are intended. to provide not only
for benefits attributed to service to date but also for those expected to be earned in the future.
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We provide post-retirement medical benefits for eligible retired employees through one of two
plans (collectively referred to as our "OPEB Puns"). For employees who retire on or after the normal
retirement age of 65, benefits are provided through apost-retirement plan (the "Post-65 Plan"). For
employees who retire prior to their normal retirement age and who have met certain age and service
requirements, benefits are provided through apost-employment medical plan (the "Post-employment
Plan"). Future benefits under the Post-65 Plan increase annually based on the actual percentage of wage-
and salary increases earned from the plan inception date to the normal retirement date. The benefits under
the. Past-employment Plan allow for the continuity of medical benefits coverage at group rates from the
employee's retirement date until the employee becomes eligible for Medicare. The OPEB Plans are
funded from the general assets of our Company.

Upon retirement, if a qualifying employee elects to receive medical benefits under one of our
OPEB Plans, we pay a maximum monthly benefit is $293 based on years of service:

The following table sets forth information regarding our DB Plan and our OPEB Plans as of, and
for the years ended,. December 31, 2Q 11 and 2010:

DB Plan_ OPEB PIans
as of December 31,E . as of December 31~_..~.

(in thousands) 2011 2010 - 2011 2010

Prajcctc~i t~er~eiit obligation $ 15,648. $ 12,151 $ 3,975 $ 2,482
j~Ol~)~O}~LI~ COI]~I'I ~)L1110[l ~ ,~)3~ S ~ ~} 52 Q ~

Benefits paid, excluding expenses (2.52) (227) (52) (42)
['air value of plan assets 8,165 7,528 727 734
flccumulatcd benefit obligation 13,696 10,728 n/a n/a
Funded status (7,483) (4,623) (3,249) (1,748)
Net ncrioc}ic bcti fit cost 996 895 294 210

Amounts. of the funded status recognized in
the Consolidated Balance Sheets as of
December 31, 2011 and 2010 consisted of:
Current liabili(y
Non-current liability

T~ta]

$ -- $ (31) $ (4U)
(7,483) _ (_l_6?3} — (3.21 ~) _ (1,7{)8)

g 7,483 $ (4~~ $ (3,29) _ ~ (1,78)
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Changes in plan assets and benefit obligations recognized in regulatory assets, for the years
ended December 3 I, 201 l and 2010, were as follows:

DB Plan
as of December 31.,. .

(in "thousands) 2011 2010

Regtilat~ry asset balance, beginning ofyear
Net actuarial loss/(gain) incurred duringt}te year
Prior service cost incurred during the year

Amortization of prior service cost

Recognized net actuarial (gain)Jloss

Regulatory asset/(liability) balance, end of year

$ 4,011 $ 3,799

3,087 3G7

(191) ~~ (155)

6,907 $ 4,OT1

OPEB Plans
as of December 31,

2011 2010

823 (106)
471'

{49) (22)

13 9
$ --- 1,207 $ ~(51)

~.~

The prior service cost incurred during 20X t, as shown in the table above in the amount
of $471,OOQ, resulted from two _changes to_ the OPEB plans. The .Post-65 Plan was changed as of
January 1, 2011 increasing the basis for current payments, from the lesser of a premium rate or the
maximum allowable benefit, to the ma~cimum allowable benefit. The resulting increase in a liability of
$556,0.00 will be amortized over the future working lifetime of active employees. The Post-employment
Plan was changed as of January 1, 2411 decreasing the Company's cost of medical premiums from 100%
to 89°/a The resulting decrease of $85,000 will be amortized over the future working lifetime of active
employees.

Amounts recognized in regulatory assets for the DB and OPEB Plans that have not yet been
recognized as components of net periodic benefit cost of the following at December 31, 2011 and 2010,
respectively:

DB.PIan......... .
as of December 31

(in thousands) 2011 2010

Net actuarial (gain)/loss $ 6, 07 $ X1,011

Prior service cost — -
Regulator~~,asset ~ 6,907 ~ 4,011

OPEB Plans
as of December 37` :.~.. ~—~ .
2011 2070e-------r-• -- ---~-

5S5 $ (251)
C22 200

$ I ,207 $ (5't)

The key assumptions used to value benefit obligations and calculate net periodic benefit cost for
our DB and OPEB Plans :include the following:

2011 20tp
Discount rate for net ~~eriodic ber~eiit cost, beginning of

year 5.50% 6.00%
Discount rate for bcncfit obligations, end of }'car ~"~ 4.50% 5.50° o
Expected retun~ on plan assets for the year (net of

investiuccit„ex~~n~cs) 7.50% 7.50%
. Rate of compensation increase, beginning of year 3.00% 3.00i'o

Heal thc~~re cost trend rate (appl icable only to OPI;13
Pla[~s) 1Q.50%u 11.00%0

(a) An inorease or decrease in the discount rate of 0.5%, would result in a change in the funded status as of
December 3l, 201 i, for the DB Plan and the OPEB Plan's, of approximately $1.3 million and $384,000,
respectively.
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1'he estimated net actuarial foss for our DB Plan that wi11 be amortized in 2012 from .the
regulatory assets into net periodic benefit costs is $367,000. The estimated net actuarial lass and prior
service cost. for our OPEB Plans that will be amortized in 2012 from the regulatory assets into net
periodic benefit costs is $21,000 and $49,000, respectively.

In establishing its investment policy, our Company has considered the fact that the DB Plan is a
major retirement vehicle for its employees and the basic goat underlying the establishment of the policy is
to provide that the assets of the Plan are invested in accordance with the asset allocation range targets to
achieve our expected return on Plan assets. Our Company's investment strategy applies to its OPEB
Plans as well as the DB Plan. Our expected long-term rate of return on DB Plan and OPEIi Plan assets is
based on the Plans' expected asset allocation, expected returns on various classes of Plan assets as well as
historical returns.

The assets of our Post-65 Plan are held in two separate Voluntary Employee Beneficiary
Association ("VEBA"} trusts. We maintain our VEBA plan assets in directed host accounts at a
commercial bank.

The investment strategy for our DB Plan and our OPEB Plans. utilizes several different asset
classes with varying risklreturn characteristics. The following table indicates the asset allocatian
percentages of the fair value of the DB Plan and OPEB Plans' assets far each major type of plan asset as
of December 31, 2011 and 2010, as well as the targeted allocation range:

`; DB P[an OPEB Plans
Asset Allocation Asset Allocation

2~. - 2Q]0 . ..... Rangy_- 2.411. 2010 _ y_ Range

~Cluilies 6~,°10 G7°/u 3(~%-90% ~+~% ~$% 3n°/u -~d%
Fixed incotnc 39~~ 33`io 25%-65°io 3690 42% 10% - 40°1b
Cash vtd cash equivalents O~fo 0° o 0°~0 -15oib 0% o ° oQ /0 0 /o - 15 /o
Total 100°Co 10d% 1 UO% Y QO%

The DB Plan held 21,000 shares of Pennichuck Corporation common stock as of
December 31, 2011 and 2010, which is included in Equities in the table above. The fair value of this
stock- as of Decennber 31, 2011 and 2010 was $605,000 and . $575,000, respectively. Pennichuck
Corporation stock held in the Plan represented 7.4% and 7.6% of the total DB Plan assets as of
December 31, 2011 and 2U 10, respectively.

Management uses its best judgment in estimating the fair value of its financial instruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substantially alI
financial. instruments, the fair value estimates herein are not necessarily indicative of the amounts that we
could have realized in a sales transaction for these .instruments. The estimated fair value amounts have
been measured as of year end and have not been reevaluated ar updated for purposes of these financial
statements subsequent to #hose respective dates.

Investments in PNNW common stock and mutual funds are stated at fair value by reference to
quoted market prices. Money market funds are valued utilizing the Net Asset Value per unit based on the
fair value of the underlying assets as determined by the directed trustee.
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The DB Plan also holds assets under an immediate participation guarantee group annuiiy contract
with a life insurance company. T'he assets under the contract are invested in pooled separate accounts and
in a general investment account. The pooled separate accounts are valued based on net asset value per
unit of participation in the fund and have no unfunded commitments or significant redemption restrictions
at year-end. The value of these units is determined by the trustee based on the current market values of
the underlying assets of the pooled separate accounts: Therefore, the value of the pooled separate
accounts is deemed to be at estimated fair value.

Tha general investment account is not actively traded and significant other observable inputs are
not available. The fair value of the general investment account is calcuiated by discounting the related
cash flows based on current yields of similar instruments with comparable durations.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of fuhzre fair values. Furthermore, while the Plan's management
.believes the valuation methodologies are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain investments could
result. in a different fair value measurement. at the reporting date.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to measure
fair value. The hierarchy gives-the highest pttiarity to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurements) and the lowest. priority to unobservable inputs
(Level 3 measurements}.

The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used as
of December 31, 2011 was as follows:

(in thousands) ,, Totals , .. Level.l Leye12 S ,_ Leve13

~~B f lan:
Equities:
Pooled separate accounts $ 4,358 $ - - $ 4,354 $ --
~PNNW common stock (OS 605 -- —_

Fixed Income:
General im~estment account 1,735 - - 1,735
Pooled separate accounts 1,451 -- 1,451 —

Cash and cash cquivale~its:
Money markctfunds 16 --

~ 
16 _ --

Total Pension Plan ~; H,165 $ GOS ~ 1,825 $ ~ l .735
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C.1p~~ ['fans:
1Vlutuat funds:. , .

Balanced/hybrid funds $ 166 $ 166 $ — $ ---~
U.S;':equity:securities funds ̀ 239 239
International equity funds 57 57 ---
P~xed income finds 264 264

Cash and cash equivalents:
Money, market fiinds ! E
Total Posfi-retirement Plans $ 727 $ 726 $ l $ --

Totals $ 8$~2 $ ~ ~ _ 5,826 ' $ 1,735... o.~..._..

The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used as
of December 31, 2010 was as follows:

{in thousands) Totals Levet 1 Level 2 Geve13

DB F[an
~;quities:
Pooled'separale accounts $ 4,438 $ — $ 4,43b $ — -
PM~IW common stock 575 575 — --,;,

Faxed Inci~rnc:
General investnic;nl account 1,850 -- — 1,850
Poolcd`separate accounts 646 -- 646 —

Casla anti rash equivalents:
Money rn~rfi~c Tunas t 9 -- ~ y --
7'otal Pension Ilan ~ 7,528 $ 575 $ 5,103 ~; 1,850

OPE13 Plans:~..
`~1!i,~tual ti~nds:

Balanced/hybrid i~unds ~ 162 ~ 162 ~; -- ~ —
U.S. equity securities funds 177 177 — —
International equity funds 85 85 -- --

-:Fixed income funds 3U9 309 - — —
Cash and cash equivalent:
Money..narket funds 1 I ---
Total Post-retirement Plans $ 734 $ 733 $ 1 ~ --

'Totals ~ $,262 $ I,308 $ 5,104 $ I850

..Level 1: Based on quoted prices in active markets for identical.assets.
Level 2: Based on significant observable inputs.
Leve13: Based an signiftcant unobservable inputs.
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The following table presents ayear-end reconciliation of DB Plan assets measured and recorded
at fair value on a recurring basis, using significant unobservable inputs (level 3):

(in thousands) 2011 20t0

Balance, Beginning of Year $ 185Q ' $ 1,733
` Plan transfers 76 161
$4nefits paid - {252) (227):
Return on plan assets (net of investment
expenses) 61 _ 183.
[3alance, End. of Year $ ] ,735 $ 1,85p ; ;.~... ,_

In order to satisfy the minimum funding requirements of the Employee Retirement Income
Security Act of 1974, applicable to defined benefit pension plans, we anticipate that we will contribute
approximately $1.2 million to the Plan in 2012.

1'he following maucimum benefit payments, .which reflect expected future service, as appropriate,
are expected to be paid in the years indicated:

(in thousands)

2012
.2013
2014
2075
2016
2017-2021
`i'otal

DB Plan ~PEB Plans

3~2
¢?~

484
54?
679

4,537
7,OS6`

~ 78 i
91
99
l07
120
Sfi4

$ 1,359

Because we are subject to regulation in the state in which we operate, we are required to maintain
our accounts in accordance with the regulatory authority's rules and regulations. In those instances, we
follow .the .guidance of ASC 980 ("Regulated Operations"). Based on prior regulatory practice,
we recorded underfunded ~7B Plan and OPEB Plan obligations as a regulatory asset and we expect to
recover those costs in rates charged to customers.

Defined Contribution Plas

In addition to the defined benefit plan, we have a defined contribution plan covering substantially
all employees. Under this plan, our Company matches 100% of the first 3% of each participating.
employee's salary contributed to the plan. The matching employer's contributions; recorded as operating
expenses, were approximately $211,000 and $178,000 for 20t i 'and 2010, respectively.

Note 3 -Stock-based Compensation Ptan

Share-based payments to employees from grants of stock options are recognized as compensation
expense in the consolidated financial statements based on their fair value on the grant date. For purposes
of calculating the fair value of each stock grant as of the date of grant, our Company uses the
Black Scholes Option Pricing model
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The impact of stock-based compensation on the Consolidated Statements of [ncome for the years
ended December 31, 2011 and 20t0 was as follows;

(in thousands)
Years Ended December 31,

2011 2014

Stock'based`compensation $ 1Q9 '$ 239-
Income taxes (44) (96)

Stock-based compensation, net of tax $, 65 ' $ 143........__.

The total compensation cost related to non-vested stock option awards was approximately.
$34,000, net of tax as of December 31, 2Q 1 L These costs will be recognized the first quarter of 2012.

We have periodically granted our. officers and key employees incentive and non-qualified. stock
options on a discretionary basis pursuant to two stock option plans; the 1995 Stock Option Plan
(the "1995 Plan") and the Amended and Restated 2000 Stock Option Plan. On May 6, 2009, our
shareholders approved an amendment to and restatement of the Amended and Restated 2000 Sock
Option Plan to also allow for the issuance of restricted stock, As amended and restated, the plan has been
renamed the 2009 Equity Incentive Plan (the "2009 Ptan"}.

The 1995 -.Plan permits the granting of both incentive stock options and non-qualified stock
options to employees at a price per share equivalent to the market value at the date of the grant. Options
become exercisable immediately following the grant and expire ten years from the date of grant. As of
December 31, 20 t 1, no further shares were available for grant under the 1995 Plan.

The 2009 Plan provides for the granting of incentive stock options to employees and non-
qualified stock options to employees and. directors at a price per share equivalent to the market value at
the date of the grant. Option grants have varying vesting schedules and expire ten years from the date of
grant. The 2009 Plan also authorizes the granting of restricted stock awards to employees and directors.
Originally, there were SQO,000 total shares of common. stock subject to issuance under the 2009.~1an. As
of December 31, 2011 and 2010, 111,934 shares remained available fot future grant under the 2009 Plan
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The following table summarizes the activity under the stock option plans for the two-year period
ended December. 31, 20 t 1.

Averagc Price
Number of Shares... Price per Share per Share

Options outstandtng ̀as of December 31, 2009 ` 222,691 $.: ' 15.29-22.5 I '. $ 19:61:.
Granted 71,900 20.11-21.14 20.54
Exercised (26,1,82) t 5;29-22.22 19...80
Canceled/forfeited
Options outstanding as of December 31, 2010 ' 268;409 1529=22.51 ; _ 19.84:
Granted --~ --.~
Exercised (28,448) 15.29-21,24;,, 18:81'
Canceled/forfeited r--- --- ~.~.--
Options outstanding as of December 31,-20.11 239,461 $ 17.64-22.St` $ 19.96

~xcrcisable as of December 31, 201 U 189,778 $ 15.29-22.51 ̀  $ 19.9.2

~~„crc~~~ble ~s of p~;ce~ut~er 31, 2Q1 I 199,362 17.64-22.5:1 2Q 09

The following table summarizes information about stock options outstanding and exercisable as
of December 31, 2011.

O tions 0utstandin , , Q tions Ezercisabte ..
Weighted 

._ _
Weighted,

Remaining Average Average
Number Contractual Exercise Number Exercise

Exercise Outstanding Life Price Exercisable Price
Price As of 12/31Tt1 (in years Per Shire As of 12/31/11 Per Share
24.25 t,067 0.07 $ 20.25 1,Q~7 g ?0.25....:
20.14 19,(102 1.76 20.14 19,602 20.14
? L24 20,fi6R 2.07 21.24 20,6(,8 ? 1.24

• 19.67 16,935 3.O~Y 19.67 16,935 19.67
19.5.1 16, 500 3 94 19.51 16,500 19.51
19.00 40,000 4.64 19.00 40,000 19.00
22.22 6,000 6.52 22.22 6,000' 22.22
22.51 16,200 6.65 22.51 16,200 22.51
17.64 32,365 7.08 ' 17.64 !19,697 17 64..;
20.11 4p,~?4 q.08 20.11 12,693 20.11
21.14 ~ 30,00 8.24: _21.14 30;000 2114;'`

239,96 t 19Q.362
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In accordance with the terms of the Merger Agreement, no options were granted in 2011. Theweighted average fair value per share of options granted during 2010 was $3.69. The fair value of eachoption grant was estimated on the date of grant using the following assumptions:

Years Ended December 31,
2011 2410

Risk-free interest rate.... _ ., 2.58: - 2.8 t %a`
Expected dividend

yield 3.41 - 3.48%y
Expected, lives 5.41 - 5.45 years
Expected volatility - 25,37 - 25.41%0

Nate 4 -Commitments and Contingencies

~,~eralin~ leases

We lease our corporate office space as well as certain office equipment under operating leaseagreements. Total rent expense was approximately $320,000 and $346,000 for the years endedDecember 31, 2d l 1 and 2010, respectively.

Our remaining non-cancelable lease commitments for our corporate office space and leasedequipment as of December3l, 2011 were as follows:

(in thoasands) Amou...nt

~~ 12 $ 343
2D 13 17fl
2014 —
2015 --
2416 —
Totai. $ 473

Note 5 —Shareholder Rights Plan

On April. 20, 2000,. our Board of Directors (`Board") adopted a Shareholder Rights Plan ("RightsFlan") and declared a dividend of one preferred share purchase right ("Right') for each outstanding shareof common stock, $1.00 par value. The Rights would have became exercisable in the event that a person` or group acquired, or commenced a tender or exchange offer to acquire, more than IS% (up to 20% withthe prior approval of the Board) of our Company's outstanding common stock.

Effective October 29, 201U, our Board voted unanimously to extend the expirationdate of theRights under the Rights Plan from November i, 2010 to the date of the 2011 annual meeting ofour Company's shareholders, which was held on May 5, 201 l The Board did not propose any furtherextension of the expiration date of the Rights beyond. the 2011 annual meeting and, accordingly, theRights expired on May 5, 201 I.
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Mote 6 —Financial Measurement and Fair Value of Financial Instruments

Management uses its best judgment in estimating the fair value of its financial instruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substantially all
financial instruments, the fair value estimates herein are not necessarily indicative of the amounts that we
could have realized in a sales transaction for these instruments. The estimated fair value amounts have
been measured as of their respective year ends and have not been reevaluated or updated for purposes of
these financial statements subsequent to those respective dates.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets far
identical assets or liabilities (Level 1 measurements) and the Lowest priority to unobservable inputs
(Level 3 measurements). The three levels of fair value hierarchy are. as follows:

Level 1: Based on quoted prices in active markets for identical assets.

Leve12: Based on significantobservable inputs.

Level 3: Based on significant unobservable inputs.

An asset or liability's level within the fair value hierarchy is based on the Lowest level of input
that is significant to the fair value measurement.

For assets and liabilities measured at fair value on a recurring basis, the fair value nneasurement
by levels within the fair value hierarchy used as of December 31, 2011 and 2010 was as follows:

(in thousands) December 31 2011 Level 1 Leve1.2.. :. Leve1.3...:.... :.

;Interest talc swap $ (834) 5 — $ (R~4) $ --

(in thousands) December 31 2410 Level 1 Levei 2 Levei 3

I~~lcrestrate,swap $ (314) $'~_~ $ (314) ~ -

The carrying value of certain financial instruments included in the accompanying Consolidated
Balance Sheets, along with the related fair value, as of December 31, 2011 and 2010 was as follows:

2011 2010

Carrying Fair Carrying Fair
(in thousands) Value Value Value Value

Liabilities:'
Long-ter~~ alit ~ ~~o,s33~ $ (ss, t~9) ~ (6o,s~ 1~ ~ (s~,4Fs}
,.Interest rate'~wap la6itity (834) (834 ,..,(31,,.4..) (31~'4)~
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The fair value of long-term debt has been determined by discounting the future cash flows acing
current market interest rates for similar financial instruments of the same duration. The fair value for
long-term debt shown above does not purport to represent the amounts at which those debt obligations
would be settled. The fair market value of our. interest rate swap represents the estimated cost to
terminate this agreement as of December 31, 2011 and 2Q10 based upon the then-current interest rates and
the related credit risk.

The carrying values of our Cash and Cash Equivalents, Accounts Receivable and Accounts
Payable approximate their fair values because of their short maturity dates. The carrying value of our
CIAC approximates its fair value because it is expected that this is the amount that will be recovered in
future rates.

Note 9 -Equity Investment in Unconsolidated Company

As of December 31, 2011 and 2010, Southwood held a 50 percent ownership interest in a limited
liability company known as HECOP IV. HCCOP IV, whose assets and liabilities are not included in the
accompanying Consolidated Balance Sheets, owns approximately nine acres of undeveloped land in
Merrimack, New Hampshire. The remaining. ownership interest in I-~ECQP IV is held by Bohn P. Stabile
II, principal owner of H.J. Stabile &Son, Inc. The short-term cash needs of HECOP IV are expected to
be funded by its partners on an on-going basis and are not expected to be significant.

Southwood uses the equity method of accounting for its investment in . HECOF IV and
accordingly, its investment is adjusted for its share of losses. For the years ended December 31, 201.1
and 2010, Southwood's share of losses from its investment in HECOP IV was approximately $5,000 and
$7,000, respectively. Southwood's share of losses is included under "Other, net" in the accompanying
Consolidated Statements of Income.

Note 8 —Income Taxes

The components of the federal and state income tax provision as of December 31, 2011 and 2010
were as follows:

(in thousands)

Federal
State
~:Amottizationof iiiveslmenttayCcredits'

Total

Current

;Deferred

Total

zs

_......2611 2010

$ 2,If38 $ I,937
57~ 495
33 (33~

$ x,651 $ ',399

~ 331 $ G61
2,320 '' 1,738

$ . x,651 $. .2,399.~ ._.._
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The following is a reconciliation between the statutory federal income tax rate and the effective
income tax rate for 201 l and 2010:

Statutory federal:rate
State tax rate, net of federal benefit
Pernarienfdifferences
Amortization of investment tax credits
Other
Effective tic rate

2011 2010

34.0`°!0 ̀; 34A %:.
5.6 % 5.3

«-- 39.2 % 38.8

The temporary items that give rise to the net deferred tax liability as of December 31, 2011 and
2010 were as follows:

(in thousands) 26ll 2010

Liabilities:
Pro}~crty-related, net b 24,708 ~ ?2,021
D,,...,:..... 7,~F,.....,. ,J ~ rr-i ~
~. ~.i~~ivn uw yi~~u niiC.i G~/JV I~Ja7

(~thcr I ,765 1, i 16
'1'otalliahilitics 29,209 24,72

~lsscts: -- —
Pension accnied liability 2,964 1,831
~Fcdcral net operating loss c3rryforward 9J I R62
Alternative minimum tax credit 384 374
~NI I Business 13nLerprise Tax credits -- 161
Other 3,433 2,318

Tolal assets 7,772 5,546--
Nei. n~ii-curret~t~def~rred iricon~c tax labiiit}~ $ 2,1,437 $ f y,180 .,~,P,~-,.~;

In determining the income reported in our consolidated financial statements, atl merger-related
costs, which totaled approximately $832,000 in the: aggregate as of December 31, 2011, have been
expensed as incurred. Furthermore, based upon the nature and timing of such. costs and without assuming
that the planned merger will be completed, we have elected to treat such costs as timing differences in
determining the provision far income taxes in our consolidated financial statements. Accordingly, we
have recorded an income tax expense benefit for such costs in the same periods in which such costs have
been incurred and recorded. Subsequent to year-end, the merger was completed; as a result, these costs
may no longer be deductiUle and would be capitalized as part of the. merger consideration.

We had a federal net operating loss in 2009. in the amount of approximately $4.1 million with an
estimated balance remaining to carry forward to 2012 in the amount of approximately $2.9 million. The
net operating loss can be carried forward until the year 2029. The benefit of the net operating toss carried
forward is approximately $991,000 and is included in deferred income taxes in the Consolidated Balance
Sheet as of December 31, 201 t.

As of December 31, 2011, we estimated approximately $384,000 of cumulative federal
alternative minimum tax credits that may be carried forward indefinitely as a credit against our regular tax
liability.
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Investment tax credits resulting from utility plant additions are deferred and amortized. The
unamortized investment tax credits are being amortized through the year 2033.

We had a regulatory liability related to income taxes of approximately $868,000 and $890,000 as
of December 31, 2011 and 2Q10, respectively. This represents the estimated future reduction in revenues
associated with deferred taxes which were collected at rates higher than the currently enacted rates and
the amortization of deferred investment tax credits.

We made a review of our portfolio of uncertain tax positions. In this regard, an uncertain tax
position. represents our expected treatment of a tax position taken in a filed tax return, or planned to be
taken in a future tact rett:rn, that has not been reflected in measuring income tax expense for ftnanciat
reporting purposes. As a result of this review, we determined that we had no material uncertain tax
positions. We wi11 use tax planning strategies, if required, and when possible, to avoid the expiration of
any future net operating loss and/or taac credits.

We file incometax returns in the U.S. federal jurisdiction, the State of New Hampshire and the
Commonwealth of Massachusetts. Our 2008 and 2010 tax years remain subject to examination by the
Internal Revenue Service. Our tax year 2009 was audited by the Internal Revenue Service and the year
was closed with no changes. Our 2007 through 2010 tax years remain subject to examination by the state
jurisdictions.

Our practice is to recognize interest and/or penalties related to income tax matters in "Other, Net"
in the Consolidated Statements of Income. We recorded such interest and/or penalties during the years
ended December 31, 2011 and 2010 in the amounts of approximately $0 and $0, respectively.

Note 9 —Debt

Long-term debt as of December 3 i, 2011 and 2010 consisted of the following:

(in thousands) 2011 _ 2010.

,, .r .,.Unsecured senior notes payable due to an~~nsurance company:
7.40%, due IVlarch 1, 2021 $ 6,000 ~ C,400

Unsecured Business Finatice Authority:
Revenue Bond (2005 Series BC-4), 5.375%, due October 1, 2035 12,140 12,290
Revenue Bond.(2005 Series BC-3), 5.00%, duc April 1 2018 7,500 7,500
Revenue Bond (2005 Series A), 4.70%, due October 1, 2035 12,125 12,125
Revenue Bond,:(Sgries 2005A), 4.70%,`due January i, 2035 1;810 1,810
Revenue Bond (Series 20058), 4.60%, due January 1, 2030 2,320. 2,325
Revenue ~dnd~~~ei~es'~~005~), 4.50%, due January I, :2025 1,175 1,1 ~0
Revenue $ond (Series 2005D), 4.,50%, due January 1, 7.025 950 1,000
Revenue ~ond,1997~ 6;30%, due May 1, 2022 + 3;200 3,4oQ

Unsecured notes payablo to bank, floating-rate, due A~arcl~ 1, 2030 4,223 4,384
~U.nseeured NewHaci~pstire State=Revolving Pund ("SRF") notes ~'~ 9,378 5,757

Total long-term debt 60,821 61,171
Less,cpnent portion ,; (1,096) (.:1,062) ,
Less original issue discount 288 (300)

Total long-term debt,`nef of cur~'ent.portion ` , ' ° ;$.. `5~9,437w~ $, 59;809~~
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~'~ SRF notes are due through 2431 at interest rates ranging from t% to 4.488%. These notes are payable in
12U to 240 consecutive monthly insta(Iments of principal and interest. The 1 %rate applies to construction
projects still in process until the earlier of (i) the date. of substantial completion of the improvements, or
(ii) various dates specified in the note (such earlier date being the interest rate change date). Commencing
on the interest rats change date,. the interest rate changes to the tower of (i) the rate as stated in the note or
(ii) 80% of the established 11 Genera( Obligations Bond Index published during the specified time period
before the interest rate change date.

The aggregate principal payment requirements subsequent to December 31, 2011 are as follows:

(in thousands)

2012
2013
2p14
2015
'?p"1 ~

2017 and thercaficr
'I,niai

Amount

<; $,. 1,096
1,097
i,io$
1,122
1,'136

5 5,262
~ Fri g?~,

Certain codenants (as described below) in Pennichuck Water's and Pennichuck East's loan
agreements and in our Bank of America revolving credit loan agreement effectively restrict our ability to
upstream dividends from Pennichuck Water and Pennichuck East, as well as pay dividends to our
shareholders.

Several of Pennichuck Water's loan agreements contain a covenant that prevents Pennichuck
Water from declaring dividends if Pennichuck Water does not maintain a minimum net worth of
$4.5 million. As of December 31, 201 I and 2010, Pennichuck Water's net worth was $54.4 million and
$53.1 million, respectively.

One of Pennichuck East's loan agreements contains a covenant that prevents Pennichuck East
from declaring dividends if Pennichuck East does not maintain a minimum net worth of $1.5 million. As
of December 31, 2011 and 2010, Pennichuck East's net worth was $6.5 million and $7.0 million,
respectively. Another one of Pennichuck East's loan agreements contains an issuance covenant that
requires Pennichuck East to maintain an Earnings Available for Interest ratio of at least 1.5 to 1.0.
Pennichuck East was not in compliance with this covenant as of December 31, 2011 and is not permitted
to issue any new debt until such time that it passes this covenant.

Our Bank of America revolving credit loan facility contained a covenant that .required our
Company to maintain. a minimum consolidated tangible net worth of $46.4 million ($37.0 million plu§
equity proceeds subsequent to becember 2007). As of December 3I, 2011, our consolidated tangible. net
worth was $56.9 million. This revolving credit facility terminated in accordance with its terms on
January 25, 2012 upon consummation of the merger.
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fur short-term borrowing activity for the years ended December 31, 2011 and 2010 were:

(in thousands)

Established (ine at year end
Maacimum amount outstanding during year
Average amount outstanding,dur~ngyear
Amount outstanding ai year end
`Weighted average interest,rate during year
Interest rate at year end

2011 2010

$ 12,000 $ ̀ 16;000
645
16

n!a 3.25°/a
n/a n!a

In addition, Pennichuck East has a $t.5 million revolving credit facility with a bank which wasestablished on February 9, 2010. Borrowings under this facility ace subject to variable interest rates equal
to either a quoted rate at the tune of any borrowings or LIBOR rates plus 1.75%, based upon the
timeframe for which monies are borrowed, ranging from 30 days to nine months induration. This facility
matured on February 9, 2012, and no borrowings-have-been made against this facility during its existence.

As of December 31, 2011 and 201U, we had a $4.2 million and $4.4 million, respectively, interestrate swap which qualifies as a derivative. This. financial derivative is designated as a cash flow hedge.This financial instrument' is used to mitigate interest rate risk associated with our outstanding $4.2 million
and $4.4 million loan which has a floating interest rate based on the three-month London Interbank.Offered Rate. ("LIBOR") plus 1.75% as of December 31, 2011 and 2010, respectively. The combined
.effect of the LIBOR-based borrowing formula and the swap produces an "all-in fixed borrowing cost"
equal to 5.95%. The fair value of the financial derivative, as of December 31, 2011 and 2010, included in~ our Consolidated Balance Sheets under "Deferred credits and other reserves" as "Other liabilities" was$834,000 and $314,000, respectively. Changes in the fair value of this derivative were deferred in
accumulated other comprehensive loss.

Swap settlements are recorded in the income statement with the hedged item as interest
expense. During the twelve months ended December 31, ZQ11 and 2010, $168,000 and. $145,000,
respectively, was reclassified pre-tax from accumulated other comprehensive loss to interest expense as a
result of swap settlements. We expect to reclassify approximately $150,000, pre-tax, from accumulated
other comprehensive loss to interest expense as a result of swap settlements, over the next twelve months.

Note 10 —Subsequent Events

Merger with the City of Nashua, New Hampshire

On January 25, 2012, the City completed its acquisition of all of the outstanding voting securities
of our Company in a merger transaction pursuant to the Merger Agreement dated as of
November 11, 2010 between our Company and the City. The Merger Agreement provided for the
purchase of all the outstanding common stock and common stock equivalents of our Company for
$29.00 per share, or approximately $138 million in cash, of which approximately $2.2 million related to
238,894 stock options outstanding as of the transaction date.

Sale of land

On January 24, 2012, Southwood said 38.26 acres of undeveloped land that it owned in
t Nashua, New Hampshire for $2.2 million resulting in an estimated gain of approximately $1.9 million.
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Pennichuck Corporation and Subsidiaries

Management's Report on Internal Control Ovcr Financial Reporting

Management of Pennichuck Corporation (the "Company") is responsible for establishing and
maintaining adequate internal control over financial reporting. Internal control over financial reporting is
a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for. external purposes in accordance with generally accepted
accounting principles. A company's internal control over financial reporting includes those policies and
procedures-that

(1) pertain to the maintenance of records that, in reasonable detail, accurately and.
fairly reflect the transactions and dispositions of the assets of the Company;

(2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted
accounting principles, and- that receipts and expenditures of the Cnrnpany are
being made only in aeeocdance with authorizafions of management and the Board
of Directors of the Company; and

(3) provide reasonable' assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the Company's assets that could
have a material effect on the financial statements.

Because of its inherent. limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are. subject to.
the risk that controls may. become inadequate because of changes in conditions, or that the .degree of
compliance with the policies or procedures may deteriorate.

In assessing the effectiveness of internal control over financial reporting, management used the
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission ("COSO")
in internal Control-Integrated Framework. As a result of management's assessment and based on the
criteria in the framework, management has concluded that, as of December 31, 2010, :the Company's
internal control over financial reporting was effective.

The Company's independent registered public accounting firm, ParenteBeard LLC, has issued an
attestation report on the effectiveness of the Company's internal control over financial reporting. Their
report appears on the following page.

/s/ Duane. C. Monto oli ___ /s/ Thomas C. Leonard

Duane C. Montopoli
President and Chief Executive Officer

.March 4, 2011

Thomas C. Leonard
Senior Vice President and Chief Financial Officer
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Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders
Pennichuck Corporation

We have audited Pennichuck Corporation's (the "Company") internal control over financial
reporting as of December 31, 2010, based on criteria established in Internal Control-Integrated

Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSH}.
Pennichuck Corporation's management is responsible for maintaining effecrive internal control over
financial reporting,. and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management's Report on Internal Control over Financial Reporting. Our
responsibility is to express an opinion on the Company's. internal control over financial reporting based
on our audit.

We conducted our audit in accordance with the standards of the Pubtic Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over fnancial reporting was. maintained in
alI material respects. Our audit of internat control over financiaE repartin~ included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing; and evaluating the design and operating effectiveness of internal control based on the
assessed risk..Our audit also included performing such other procedures as we considered necessary in
the circumstances. We betieve that our audit provides a reasonable basis for our opinion.

An entity's internal control over financial reporting is a process designed to prdvide.reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with accounring`principles generally accepted in the United States of
America. An entity's internal control over financial reporting.includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable ,detail, accurately and fairly reflect the
transactions and dispositions of the assets of the entity; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles,. and that receipts and expenditures of the entity are being made only in
accordance with authorizations of management and directors of the entity; and (3) provide .reasonable
assearance regarding prevention or timely detection of unauthorized acquisition, use, ar disposition of the,
entity's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evacuation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, Pennichuck Corporation maintained, in all material respects, effective internal
control over. flnanciaF reporting as of December 31, 2Q10, based on criteria established in Internal
Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).
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Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders
Pennichuck Corporation

We have audited the accompanying consolidated balance sheets of Pennichuck Corporation (the

"Company") as of December 31, ZO10 and 2009, and the. related consolidated ..statements of income,

shareholders' equity, comprehensive income, and cash flows for each of the years in the three-year period

ended December 31, 2010. In connection with- our audits of the consolidated financial statements, we

have also audited the financial statement schedules listed in the accompanying index. These consolidated

financial statements and financial statement schedules are the responsibility of the Company's

management. Our responsibility is to express an opinion on these consolidated financial statements and

financial statement schedules based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting

Oversight Board (United States). Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial

statements. An audit also includes assessing the accounting principles used and significant estimates made

by management, as .well as evaluating the overall financial statement presentation. We believe. that our

audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial-statements referred to above present fairly, in all material

respects, the financial position of Pennichuck Corporation as of December 31, 2010 and 2009, and the

results of its operations and its cash flows for each of the years in the three-year period ended December

31~, 2Q10, in eonformity.with accounting principles generally accepted in the United States of America.

Also, in our opinion,. the financial statennent schedules, when. considered in relation to the basic

consolidated financial statements taken as a whole, present fairly, in all material respects, the information

set forth therein.

We also have audited, in accordance with the. standards of the Public Company Accounting

Oversight Board (United States), Pennichuck Corporation's internal. control over financial reporting as of

December 31, 2010, based on criteria established in Internal Control—Integrated Framework issued by

the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated

March 4, 2011 expressed an unqualified opinion.

Reading, Pennsylvania
March 4, 2011
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE S~IEETS

(in thousands, except share data}

As of December 31,. I~
2010 2009v _ASSI~7~S —~ —~-~- _ '~

1'rvp~r(~-, Plant attd [:~~i~i~~n~~til, nct $ _ _ 158,790 h 154,50 .
~~~C'ur~em Assts:

Cash and i;ash c~~uivalenls 2,383 1,570
11Gt~ountti rcceivat~le, riot of ~~llc~it~ntice. of 55~ and $53 itt 2010 ,

s~nci 2Q09, r~spectivc(y 2,153 2,064
Unbillcd rc~~enuc 2.389 2,257
R1~~terials t~n~ supplicti 74~ 727 ,, ~,Dcferrcd aild rel'undabfe iticom~ tapes 717 1,G3G~~
!'repaid expenses "~ 1.307 I ~ i 7Q__;

.1_«t~~l Current i\sscis ~ 9,69? 9,~5~1 ~
F

(?tl~er Assets:
~ m

I~ef~ued laid ensts 2,497 2,474~~

~ 
I~eterre~ char~cs arid,other assets 1 d,50~' (0,' 60-~ Invcst~nc~t iii real estate ~~artnershiF~ 114 l l4 ,~

fm Tot~ilOti7cr~{isset~ _ _ 3;_113 - ~~,348

TOTAL ASSETS ~ 181,6Q1 $ _ 177,605 _ i,

The accompanying notes .are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSXDIARIES
CONSOLIDATED BALANCE SHEETS -CONTINUED

(in thousands, except share data)

As of December 31,
2010 ~~~(I~~~~__—

F~AItF.I IOLCJf?IZS' [:Q[ il'l~Y ANC7 T,(Ak3[(,ITII:S
T

Sharchold~rs' (;quit}~:
° Commo~i stock--~ 1 par value

~ Autiiorired--1 1,50(7,000 sh~lres i~z Old and 20(19
Issued— 4,677, (OS ar~d ~#,titi2,?GO shares, respcctivc(y
C~ulstnndin~-- 4,675,943.aricl4,b~],OSfi shares, res~c~tively
fldditional paid in c,~~it,l(
T2ctained e<~rnin~s
~'lcciunulated other ce,n~pr~hen5ive loss

~, `freasurystock,atcost; 1,21)?~f~ar~in~2010andZ009~ ~

Kota( Sliar~~tald~rs' Equity

Yreterred stock, ~10~7 par value, 15,OO shares ~ii~horired; an~,~na
par v;~1u4, tQ~,(l00 shares authorized, ~o shar~s;issuca i~~ 2010

g anti ?009

~.C77 $ ~t,652
41,31290,(,19
1O,488 1x,086
(189) -- 

-------~ 13 fi) _ - -~ 13 ~

~6,I~Q: ~5,?19_

(.'csmmitmcnts,~nd conUn~encics (Note 4}

~.ong-term Debt, Less urr War n _ ~ ~ ~ ~ a ~S9,b66_ 54:279,

`C""urrct~t Liabilities:
~. Current portion of Igng-fe~z~ debt ~ ~ ~ ~g ~ w m1:0~'3 ~,$9

Ac-counts pa}~ahle 1,072 1,104
Accrued ,interest payable 7~ f 721
l~ccruc;d t~~~~~cs at~d pa~~roll ~~~ithholdin~; 5~5 ?(9
Accrued liabilit~~ - rctairiage _ ]7S 4b0
C)thcrcurrcnt liabili(ics 40G 3ql

'i'otal Lc:rant I_ial~iliEies ~ ~t.R7~_ ~ 8;$62 ~

]7cferred Credits and Other Reserves:
Deferred income taxes 1 ~), I SO 18,776
t~cferrcd it~vcstment tax credits 735 76g

., . Rcgultttory liability .._.....,.. 890 $39
Postretirement health benefit obli~alinn 1,7(?K 1,656
Accrued pension liability ~#s623 4;(13:1
Other liabilities I,S)0 1,549

~ltcscNes'1'otal~ referred Credits and (~tl~~r 2~,02f ~ 27,6i g -

Contrihutions in Aid o1~Constructic~n 3],8$x} 3),(?~:

~I~aTI1I.511~RT.{f01:Dl:R,~'~QUi7'YANpLTA1~~fLITfE~S ~;._.~ '~. ,,.~$ I$1,C01 ~ ~ 177,605 .

Th,e accompanying notes are an integral part ofthese consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSYDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except share and per share data}

Operating R~venucs

O~>cratin,~, t:x~~en~cs:
O~,er~~tiot,s ar~d ii~ajntcn~l~ee
llcpr~~ci~~~ic>n <in~i a~nortiratic~i~
Taxes t~itaer tf~art incaitte taxes

falul OE~cratin~ F;xpen5cs

U~eratin~ Income

(~;i~lincnt domain ana in~r~,er-relaicd costs
Net (loss) eariiin~;s from investments ~iccot~nt~d

liar under tl~c ~gait~~ mztht~d
011~cr expci~sc, net
~Alfowa«ce Car funds used durii~~; constrt,~c~tion
~Intcre5t in~omc
Irttcrest Cxpcnsc

InCornc lic[orc Provision for lncoiTie ̀ 1~aKcs

'revision for incoirzc'1'4ses

i`e[ Inccnnc

f:attiings Per Co~nm~rt Sha~c:
Basic
Diluted

ti1~ci~;hlcd fRv~r~igc C'c~mtnon Shares Otitst<~nc{in~

Diluted

Years Ended December 31,
2010 2009... __ 2008
36.~~~~ ~ 

$ 
` ~7,77~ ~ 30.79

18,1 ~ J 17, ~ l fi,`1C72
1l.?37 x.087 ~I,OQ 1
~3.Q28 3.585 2,866

-- 26>396 2.780 23,569

10.096 7,992 7,410

{y14) (~99)
(?17~~

(7) (4) 3,39
(4~} (36} (110}
16 149 ~>~

..1871
_~_,_(3,3G9} - (3,658} (3.649}

6,1 b0 3.yd5' 7,4~i4

2.399 ' l,Sb3 2;743

$ 3.7~i I $ 2.3H2 $ 4,721

5 O.b 1 ~ 0.5fi ~ 1. I 1
$ 0:80 ~ 0.5.E 

`
~ 1.11,

4,697,2 1 4,294,013 4,26b,129

The accompanying notes are an integral part of these consolidated financial statetr}ents.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSULIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(in thousands, except share aad per share data)

Aa~umu..iat~cl
7~tldifi~ii~~C +~ttisr~

Common Stock -~'~tt~ in 12e:t~n~t1 f"'ianfpt~t~cnsi~u 7`rca~iury

Shares Amount l u t:~l t~~rriiri+~s finc~~m~ (~,~fie;~ Strieicp".,.""... _...~.

3~zt. c of
)eecmlic:r:31: Zl)D7 ~.227.U37 3 4.227 S 32, 72 a '8.7G1 S ~ {57) ~ (1~2iy

'h~ l income — — -- 4.721 -- -~

Ui4~ideml n:invcstine+it plan 7.073 7 151 -_ -_

Stock-based cumpcns<<[ion (5 _

C~mrnon dit~3dends
~ci~irecf--5.6( per,h~r~:

_
-- (~.7')R) _ _ ,

(?~~rcise of stack npti~ins 1~3,3R8 19 ~Q'1 —

Other con~prei~cnsi~•c
~ti~s:
lJuruuliicd I~~ss on
~;~uivativcs, net ~~f tug h~~ncfil,
:,~~,' Sf 70) ~~"` - - (14,5)

` l~CGlt~ssi~C~linn ~djt~,ctntent
~ for net loss ruilizc:dan net
in~n~mei, net ~ftoz benefit

?cif 5~'~.. ~ ~ ~ . _
S 1 _

B2tlanccs as of
~~eccmbc;r31.?OQS ~T,253,395 ~t,?53 ~3;Q9? If).6R4 (1111 ~'~ ;

tyun~vi stuck oficring 3$7,00(1 3fi7 7,149

._ is idcn~ t';tinvCstnent nl~n 5,793 G i24 --

ck-hissc~dcumpcnsation -_ __ 74 --- - --

~ mri~an divi~icads'
~: l;~rc:~i--~S.70 per sh~rti - — f 2,984) - ~-

li+~:rcisc of stock a~~tio~~s 6,OG!1 G 72 -- ~ ~ --
1' ,'c~7cctoFd'ssc~uiilifying

`~ ~
~

~

~

~ 

~` ~ . 
~~

a; p~.i~~o„~ m ~ doff; ar -

~~(~tii~rc~~~'p~tiei7s,~e
incrnuc: ~

'd~ri~~ati~~c,, net of tuz hcrteEii

Rec lassification adjustment
for net loss realized in ttef
income, net of tax benefit
of~~0 ~-- .~., ....,. .~,. 12~ ---

ttlanrc~ ns bf
Q.45beccmr31.)0,~1652._60 ~: m _G52 ~U;6I9 _ ~ ~~___.~..___.~ _~~

~0 '
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS'EQUITY -CONTINUED

(in thousands, except share and per share data}

°r~~~it~;Iftt~t
t~~ltCit~~anx~ . ~1t~~r'

CoolmonStock ~'ui~ti~~° .~~~~q~d: (`'o[t~~citelta~i~e Trensory
Shares Amount ('u~Pt~iT ,~ ~:rirnin~< Tnrome ~':i~.sl ~rfoci<

~ BuluiiC~s ~s of ~ ~ ~, ~

~

i)cccn,bc~.31, 2ot1~1
~ ~~

~a:GS?,2(iU $ a,652 b a0.Gt9 3 t(3~uSG S --_ g (138).._.
1~t'ct in~:umc -- .i.7Rl — -

~bii~mun slot~k s~i7'~rin~ ~,_ -- (ti) ._ — _ ~ _
l)i~ idcnd rcin~~rsirnciit plain h.5? I 7 13G -- —
~IUCk'.~i.LSC[~ COIt1 E!Cllti~11011 .~.. ._ ~~~1 —.

~

.~ --_.

_
..~OI77Ill Otl t~i~'I(iCtiC1S:

,ti~~l,r~d ~ 7~5 Pu share --w (:3 ~79j — _~

'1'Eix cfiuct ot'~ii~quali(y ink;

c~,Cr «m,nr~~i~us;~
~~c~ntc' ~ .__
~jir~alired loss un 
`C~t"ri~~~llivCS,nctof'taxhctic~it

Itc~tassiiic~ttiu~i ttdjustrntnf
fc~r nut iussrtul9rci3 iti nct

~inC~mC, ne( o} Fay 6enc(i( ' ,
_ _"'

1~~1 i~~kks a~ 
~~.

Lt~~~~nber ~~.2~~~Yi:. 4677 105 $ 4,677 $ 41,312 ~ 10,~F$$ $ . ~ ~ C13~j

The accompanying notes are an integral part of theca consolidated financial statements..
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PENIVICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{in thousands)

Years Ended December 31 ;
2010 2009 2008

TI~t incarne ~ ~ ~ 3 781 $ ?.382 y 1.721
i

C}thcr comprchcnsivG (loss} income:
ealixedloss~on.~~ri~~~tives (459} (f5) (175)

Reclassification of net loss realized in net income 1 ~lS 200 RS ~

Income tax benefit {expense) relntin~ to other ~
camprthcnsivc (iossj incc~mc !?5 X74) ~G
011~er co~t~~rch~n5ivc {less) incornv (1 f~9) 11] _ (54)'_ ~

,ainprehcnsivc.~inct~me ~ ~ ~ ~ ~ .. 3 59? ~ $ ~ ~.., 4,G67~ i

The accompanying: notes are. an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATIl7N AND SUBSIDIARIES

CONSOLIDATED STATEIYIENTS OF CASH FLO~'VS
(in thousauds~

Years Ended December 31,

2010 2009 X008

~(~CI"i111f,1~ ~~Cl1VIIlCS:

i~`ct incc>inc $ 3.7$ I `~ ?,382 .~ x,721

Adjustments to rc:concilc nct~incomc to riot c~s1~
provided by ope~atirtfz <tctivikies:
I)eJ~r~ciatiuit an~f ~in~~rtization 4,459 4,28G 4,201

~ Ai~~oriizatic>t~ ol~origirtal issue discount 12 12 l2

l~1110C11I.a110❑ 0~ (jC~Ct'CCCj II]V'CS1t71G(11 la`C

credits (33 j (33) (33')~

Pro~~ision f`ordeferred incom a~e5w 2.O$5' 2,012 ~ 2,100

equity component of allowance far funds used
€iuri~~~~. a~nsirucii~~n (ti) {(i). (190)

~ 11nd'sstrihutcd loss its r~~il cstata. ErartnershiE, °~ ~ 7 ~ 4 fi

Stock-l~ascii cott~pcns~ition ~~~pcnsc 
~

239 74 65

~~ Clr<tnges i~l assets ai d iiflbilitics: ~~
(lncr~as~~ decrease in aecc~untsr'euei~~al>1~ s3~~c1

_unbi(lee{ rev~ntic ~~~191) ~,'~ (q2l )

(i~~creasc) decr~;~sse in ref~uui7blc inc~n7e taxes" ~ ., (6~3) - ~ ~ SG (972)' e

{"In~rc use) clecre~se in mat~ri~tls and su~~plias (1G) 162 2:Sr),

incre~ise in pre~~aid ~~penses ~ ~ ~ (137). (3G) (2 3

ll~crc~~ (incrcas~.):in deferredcl~arges and .
rnl~er~r5~ets ~ 286 .. 1,429 (1,940}_

Itt~~'ease.(decre~~se)_irt accotiq~s payr~k~(~ ~ ~ ~i~ ~ ~22~2)
~(184I)~

(Dccrcas~) iitcr~asc in accrued interest payable (20) (83) 1~~

Inrrcasc? (decren5c} in otitf:r 775 (1,494) ~ 2, I S

'-~Jci cash E~rovidcd by operutin~ activities 11.164 1(?,1 ~ $,O~G

ll'L'SliTi~ i'~ClIV1Ut'S: ,

Purchase of property, plant and equiF~n~ent.
inclining debt ~omppn~nt of allc~~ti~ance for ..
t~u~d~ used dtiir~ ~ cc~is~trU~ti~t~ ~

.
(fi~,'~O7) ~B,If$j (~~4,Gt3~i)

PPocecds rrai~7 sales of pro~crty, )?lint a»d
8cquipmerit 50 n l l3

lrlcrcase ili invest~Tlent iii real estate partnership

and d~lcrr~d land costs (30j ~)~ (23) _

I~istriht~litm5 in c~CGss ~(~ea~(titi~siit inye5Ut~cnt ~ ~

~~ psi real esitite parti~crships ~ - ~,~_=„___. 41~#_m~_, ,,.~,_

Net cash used in investing activities ~~>~~7 $ 8 076 ~ $ (14,297).,
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PENIVICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS -CONTINUED

(in thousands)

- ~ _ _~
F'inancind Activities:

Chan#~e i❑ line of credit, net
R~yments art long-term debt ~
Contributions in aid of construction
C'rc~ceecls froth ~tmg-term bc~i ro~vin~ s
C)cbt 'tsstt~incc c~~st
Proceeds from issuance of~c~~minon 5tc~ck end

dividend r~investii~ent plan
nividci~ds raid

_p Net cash risrd ~n tinanci~~~ activities

'I~~cr'ease (dccrcas~) in cash and ct~~h equivalents
-asii ~nci e~sil ~c~t~ivaients; beginning of-year

Cash end cash equivalents, end of year

Years Ended December 31
2010.:. 2009

-- - ~,:
X008

$ — $ (1,465} ~ 1,465
. (6,302} 0,309) ~{21,6 5 )

259 4l 118
6;833 Gb7 ~1,'18U
(54} (422) (8S9)

479. . 7,85? 2fi 1
__(3,379) (2.9SU) (2.79~~

(~~, 4 64~ ~_5~61_ I a72~)

b13 47~ {7,939)

$ .. 2,83 $ l<~5"7U $ 1,096 ,

Sapple~nnental disclosure on cash flow and non-cash items for the three years ended
December 31, 2010, 2009 and 2008 is presented below.

(fin :#hc~usa~t 2diD 2009 2008

..
asi~ laid (refunded} during the }~ef~r 4'ar:
Interest $ 3,156 $ a,ti30 ~ 3,248
[t~come inxes ~ — - 746 $ { 1;08 !)_ S I .t77

: Nonflsh items: .~ s~ 
~~ ~° ~.

Contributions in aid of construction $ 680 $ 346. $. 943

The accompanying notes are an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
NOTES TO COKSOLIDATED FIKANCIAL STATEMENTS

Note 1—Description of Business, Acquisition of Company and Summary of Significant Accounting
Policies

The terms "we," "our," "our Company," and "us" refer, unless the context. suggests otherwise, to
Pennichuck Corporation (the "Company") and its subsidiaries, Pennichuck Water Works, Inc.
("Pennichuck Water"), Pennichuck East Utility, Inc. ("Pennichuck EasP'), Pittsfield Aqueduct Company,
Inc. ("Pittsfield Aqueduct'), Pennichuck Water Service Corporation ("Service Corporation") and The
Southwood Corporation ("Southwood").

Description of Business:

We are an investor-owned holding company headquartered in Merrimack, New Hampshire. We
have five wholly-owned operating subsidiaries: Pennichuck Water, Pennichuck East, and Pittsfield
Aqueduct (collectively referred to as our "Company's utility subsidiaries', which are involved in
regulated water supply and distribution to customers in New Hampshire; Service Corporation which
conducts non-regulated water-related services; an'd Southwood which owns several. parcels of
undeveloped land.

Our Company's regulated water utility subsidiaries are engaged principally. in the collection,
storage, treatment and distribution of potable water to approximately 33,$00 customers throughout the
State of New Hampshire. The. utility subsidiaries, which are regulated by the New Hampshire Public
Utilities Commission (the "NHPUC"), are subject to the provisions of Accounting Standards Codification
{"ASC") Topic 980 "Regulated Operations:"

Acquisition of Company:

On November 11, 2010, the City o~Nashua (the "City") and the Company entered into a Merger
Agreement pursuant to which the City will, subject to a number of conditions precedent and
contingencies, purchase all of the outstanding common stock and common stock equivalents of
Pennichuck Corporation for $29.00 per share, or approximately $138 million, in cash. Pursuant to the
terms of the Settlement Agreement that was entered into contemporaneously with the Merger Agreement,
the Company and the City have agreed that the eminent domain proceeding between them shall be
dismissed in its entirety upon any termination of the Merger Agreement.

The merger is subject to approval by, (i}.the holders of not less than two-thirds of our outstanding
shares of common stock and, (ii) the NHPUC. The City's obligation to .complete the transaction is
subject to (a) there being no approval conditions imposed by the NHPUC in approving the merger that
would. materially adversely affect the City's expected economic benefits from the transaction, and (b) the
City's ability to obtain appropriate financing after. all other conditions precedent have been met.

The initial scheduling hearing of the NHPUC occurred on February 24, 2011. Final hearings on
the matter are scheduled for July 27 through July 29, 2011. We are unable to predict if, or when, the
closing will occur but we believe, it is not likely to occur. prior to the fourth quarter of 20t 1.
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Sammary of Significant Accounting Policies:

(a) Basis of Presentation

The accompanying consolidated financial statements include the accounts of our Company and its
wholly-owned subsidiaries. All significant intercompany transactions have been eliminated in
consolidation.

(b) Use of Estimates in the Preparation of Finarrcia[ Statements

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estunates and assumptions that
affect the reported amounts a~ asscts and liabilities, disclosure of contingent assets and liabilities at the.
date of the financial statements and the reported .amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

(c} Property, Plant and Equipment

Property, plant and equipment, which includes principally the water utility assets of our
Company's utility subsidiaries, is recorded at cost plus an allowance for funds used during construction
on major, long-term projects and includes property funded with contributions in aid of construction. The
provision for depreciation is computed on the straight line method over the estimated useful lives of the
assets which range from 5 to 91 years. The average composite depreciation rate was 2.5% in 2010 and
2009 and 2.6% in 2008. The components of property, plant and equipment as of December 31, 201U and
2009 were as follows: ;'

C~~Cu!
dive

(in thousands} ~ 2010 2009 years)

Unfit}~ ProPc P'
Land and land ri~~~ts $ 2,99 ~ ~ 1,7~ o
Source of s~~~~~1~~ 49,304 45.172 34-75
i'umpin~8c`piirif7cation 28,072 ~.7,fi17 15-35~
`!'ransmissioii &, distrihution, i~lcluding

services, metc;rs and l~yciranls 109,b17 1U4,6G4 40-91
Gen~~al and oilierequi~meiit 9, 96 9,029_ 7
Intan~ii~lc ~~lant 747 720 2~
C~I~structi~n ~ti~ark in pro~ress 'fi&4 _ 3~8

"Total utility ~rc~pcity 201,114 192,515
~Tc~tal non-utility prflperty ' S ~ l01 S

~l~Ota~ (ltO~iCfty, ~~311( ~G Ci~UI~I11Ctlt ~~1,119 X92,616

mLc:ss ~cctiintil~ted depreciation ,. ~ ._m ~~,323~_,; A 7,$._13)_
Property, plant and equipment, net $ 1~79G~ 1
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Maintenance, repairs and minor improvements are charged to expense as incurred. Improvements
which significantly increase the value of properly, plant and equipment are capitalized.

(d) Cash and Cas/i Equivalents

Cash and cash equivalents generally consist of cash, money market funds and other short-term
liquid investments with original maturities of three months arless.

(e) Concentration of Credit Risks

Financial instruments that subject our Company to credit risk consist primarily of cash and
accounts receivable. Our cash balances are invested in a money market fund_ consisting of governm~nt-
backed securities and a financial institution insured by the Federal Deposit Insurance Corporatifln
("FDIC"}. Occasionally, our cash balance with this financial institution may exceed rDIC limits. Our
accounts receivable balances primarily represent amounts due from'the residential, commercial and
industrial customers of our regulated water atility operations as well as receivables from our Service
Corporation customers.

(~f Accounts receivable

Accounts receivable are recorded at the invoiced amounts. The allowance for doubtful accounts is
our best estimate of the amount of probable credit losses in our existing accounts. receivable, and is
determined based on historical write-off experience and the aging of account balances. We review the
allowance for doubtful accounts quarterly. Account balances are written off against the allowance when it
is probable the receivable will not be recovered.

(~ Unbi!'letl Revenue

We read our customer meters on a monthly basis and record revenues. based on meter reading
results. Informationfrom the last meter reading date is used to estimate the value of unbilled revenues
trough the end of the accounting periai. Estimates of water utility revenues for water delivered to

customers but not yet billed are accrued at the end of each accounting period. Actual results could differ
from those estimates.

(h) Materials and Supplies

Inventory is stated at the Lower of cost, using the average cost method, or market.

(i) Deferred Land Costs

Included in deferred land costs is our Company's original basis in its remaining undeveloped
landholdings and ariy land improvement costs, which are stated at the lower of cost or market. All costs
associated with real estate and land projects are capitalized and allocated to the. project to which the costs
relate. Administrative labor and the related fringe benefit costs attributable to the acquisition, active
development and construction of land parcels. are capitalized as Deferred Land Costs. No labor and
benefits were capitalized for the years ended December 31, 2d 10 and 2009.
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(j) Deferred ~`harges and Olher Assets

Deferred charges include certain regulatory assets and costs of obtaining debt. financing.

Regulatory assets are amortized over the periods they are recovered through NHPUC-authorized water

rates. Deferred financing costs are amortized over the term of the related bonds and notes. Our

Company's utility subsidiaries have recorded certain regulatory assets in cases where the NHPUC has

permitted, or is expected to permit, recovery of these costs over future periods. Currently, the regulatory

assets are being amortized over periods ranging from 4 to 25 years. Deferred charges anc~ other assets as

of December 31, 2010 and 2009 consisted of the following:

It~cctvcr~;
~Cilt~

(in thousands) 2010 2009. in years}

°~e~ul~to~y assets _..__ ~ ~m _ ,~
Sc~tirce devcic~~~ncnt charges $ 932 5 729 5-25

Miscellaneous sludic~ 6R 1 X60 4-`?5

Sarbarics-OxlzS' cysts 2d4 ~4U 5
i 1., .~.r~.: :':.1 i1 i~~~fr~~fi r~~nir~tti

...~cbcn~tits~c~p~n~;c..~ ~ _ 3.9GO _ 3,$67 "'

`i~ofal regtllat~ry assets x,817 y ~ 5~~6
Frinchise fees and other 7 25

pplenientalexec~iti~eretircment-planzsset G3Fi ~ 579 ~
Dci'ctrcd .linancin~~ costs =~,~~? `~ ?~~~~

T~.:derc,r~red ci~arbas artcf otitcr asstt5 ~ ~ f 0. 0.. ~.,~ ~ ~0.'~60
-- ~ — - --- i~~----- ~

~~~ We expect to recover the deferred pension and other postretirement amounts consistent with,
the anticipated expense recognition of the pension and other postretirement costs.

Treasury stock held by our Company represents shares that were tendered by employees as
payment for existing .outstanding options. Treasury stock received is recorded at its fair market value

when tendered.

(1) Contributions ~n Aid of Construction ("CIAC")

Under construction contracf~ with real estate developers and others, our Company's utility

subsidiaries may receive non-refundable advances for the cost of installing new water mains. These

advances are. recorded as CIAC. The: utility subsidiaries also record to Plant and CIAC the fair market

value of developer installed mains and any excess of fair market value overthe cost of community water

systems purchased from developers. The CIAC account: is amortized over the life of the property.

(m) Revenue

Standard charges for water utility services to customers are recorded as revenue, based upon

meter readings and contract service, as services are provided. The majority of our Company's water
revenues are based on rates approved by the NHPUC. Estimates of unbilled service revenues are

58

334



recorded in the period the services are provided. Provision is made in the financial statements for
estimated uncollectible accounts.

Non-regulated water management services include contract operations and maintenance, and
water testing and billing services to municipalities and small, privately owned community water systems.
Contract revenues are billed and recognized on a monthly recurring basis in accordance with agreed-upon
contract rates. Revenue from unplanned additional work is based upon time and materials incurred in
connection with activities. not specifically identifted in the contract, or for which work levels exceed
contracted amounts. .

Revenues from real estate operations, other than undistributed earnings or losses from equity
method joint ventures, are recorded upon completion of a sate of real property. Our Company's real
estate holdings outside of our regulated utilities are comprised primarily of undeveloped land.

(n) lizvestment in Joint Venture

Southwood uses the equity method of accounting for its investments irr joint ventures in which it ~ I,
does not have a controlling interest. Under this method, Southwood records its proportionate share of.
earnings. or losses which are included under "Net (loss) earnings from .investments accounted for under !~
the equity method" with a corresponding increase or decrease in the carrying value of the investment. '~,
The investment is reduced as cash distributions are received from the joint ventures. See Note 7, "Equity
Investments in Unconsolidated Companies" fox further discussion of Southwood's equity investments. ',

{o) Allowancefor Funds Used During Construction ("AFUDC")

AFUDC represents the estimated debt and equity costs of capital necessary to finance - the
construction of new regulated facilities. AFUDC consists of an interest component and an equity
component. AFUDC is capitalized as a component of property, plant and equipment and has been
reported separately in the consolidated statements of income. The AFUDC rate was 7.38% in 2010 and
8% in 2009 and 2008. The .total amounts of AFUDC recorded for the years ended .December 31, 2010,.
2009 and 2008 were as follows:

(in thousands)

Debt {interest) component
~qutty com~~oncut

~1'o~al AI~UDC ~ s

{p) Income Taxes

2010 2009 200$

_~
xi S $ ~ b4 g 263 

.

is GS {;9(~,~~

Income. taxes are recorded using the accrual method and the provision for federal and state
income taxes is based on income reported in the consolidated financial statements, adjusted for items not
recognized for income tax purposes. Provisions for deferred income taxes are recognized for accelerated
depreciation and other temporary differences. A valuation allowance is provided to offset any net
deferred tax assets if, based upon available evidence, it is more likely than not that some or all of the
deferred tax assets will not be realized. Investment tax credits previously. realized for income taac
purposes are amortized for financial statement purposes -over the. life of the property, giving .rise to the
credit.
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(~ Earnings Per Share

Basic net income per share is computed using the weighted average number of common shares

outstanding for a period. Diluted net income per share is computed using the weighted average number of

common. and dilutive potential common shares outstanding for the period. For the years ended

December 31, 2010, 2009 and 2008, dilutive potential common shares consisted flf outstanding stock

options.

The dilutive effect of outstanding stock options is computed using the treasury stock method.
Calculations of the basic and diluted net income per common share and potential common share for the

years ended December 31, 2010, 2009 and 2008 were as follows:

(in thousands, except share and per share data) 2010 2009 2008

~T3asi~; yet inc ~ Tic hire `~` ~~ O,S i~ ry ~ 0.5 ~ ~ ~ 1. l 1

Dilutive effccl of unexcrciscd stock ~~~~tions (0.01} (().O1 j --

;t~ilttted nct incomeper5h~ire ~~ 0.8O ~ ~ U.SS ~ ~1.1

tttnerikor:
Nct incotile $ 3,781 

~ 
x,38? $ 4,~? ~

~~
Der~olninator:

~3asic v~~ei~;hteci averar~e epRnmon sfiare~~.
otjtstancling ~};GE0;~55 ~,27~,17~t ~ ~i,Z40,~1 1 Q 

.

Dilutive cfCect of uncxcrciscd stock options 3C,7G5 19,~i39 25,719_ ---- ,_ _ _---.
~Diluted tivei~}ited aver~tbe co~a~mon

s~i~i~es ~itstanding ~ 'x ~ ., ~` ..~~~~~ 1 ~ ~9~,013 _._. ,?~Gr1

The following table lists the number of options to purchase shares of common stock that was not

included in the. computarion of diluted earnings per share for the years ended. becemb~r 31, 2010, 2009
and 2008 because their effect.would have been antidilutive.

w_ 2010 2009 2008

N m c of options tok p rchasc s}tar~;s ~ ~ ~ ~ _ e
~o~caitiinon stock exc)ude~ tram the

utation off' ~l~+t~d~eartiiza s ~r "h~r~.

(r} Recently Issued Accounting Standards

We do not expect the adoption of any recently issued accounting pronouncements_ to have a

material impact on our financial condition or results of operations.
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(s) Reclassifications

Certain Consolidated Balance Sheet amounts as of December 31, 2009 have been reclassified to
conform to the December 3 2, 2010 Consolidated Balance Sheet presentation. These reclassifications had
no effect on total current liabilities and relate to the reclassification of accrued wages and payroll
withholding.

dote 2=Postretirement Benefit Plans

Pension Pian and Other Postretirement Benefits

i
We have anon-contributory, defined benefit pension plan (the "DB Plan") that °covers

substantially all employees. The benefits are formula-based, giving consideration to both past and future
service as well as participant compensation levels. Our funding policy is to contribute annual amounts }
that meet the requirements for funding under Section 404 of the Internal Revenue Code and the Pension
Protection Act.- Contributions are intended to provide not-only far benefits attributed to service- to date
but also for those expected to be earned in the future:

We provide postretirement medical benefits for eligible retired employees through one of two
plans (collectively referred to as our "OPEB Plans"). For employees who retire on or after the normal
retirement age of 65, benefits are provided through a postretirement medical plan (Yhe "Post-65 Plan").
Far employees who retire prior to their normal retirement age and who have met certain age and service
requirements, benefits are provided through a postemployment medical plan (the `°Post-employment.
Plan"). Future benefits under the Post-65 Ptan increase annually based on the actual percentage of wage .
and salary increases earned from the plan inception date to the normal retirement date. The benefits under
the Post-employment Plan allow for the continuity of medical benefits coverage at group rates from the
employee's retirement date until the employee becomes eligible for Medicare. The Post-employment.
Plan is funded from the general assets of our Company.

Upon retirement, if a qualifying employee etec~s to receive medical benefits under one of our
OPEB plans, we pay his or her monthly premium, up to a maximum allowable benefit based on eligibility
and years of service. The current ma~cimum monthly benefit is $285. Upon request, the spouse of the
covered former employee may also remain on our group medico[ plan provided that person's entire
monthly premium .is reimbursed to us.
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The following table sits forth the funded. status of our DB Flan and our OPEB Plans as of
December 31, 2010 and 2009, respectively:

~It ~a~°~i~ti~~)

,Inge in bcracfit obligation:
[3cnctit ohli~ati~~n, bct;innin~: oi~}'car
Service; cost
Interest cost

3

Actuarial lnssi{gain)
[3ene[its Es~uci, excluding cxE~cnse~

~3enefit obligation, Grid of}~car

~~ ̀ ~~r~ OPEB Plans

as of December 31, as of December 31,
2010 20Q9 2010 2009

1(),4G~ ~ 9,C,75 S ?,3~I~ ~ 2,40
6?7 647 I1G 1~7
6t'~6 Sf0 130 73~
6$0 (1 i)0) (70j ~'3d~)

(227? (??7) (~12) (a 1
(2. I51 ~ i 0,~#CiS ~ 2,482 S 2,~ tb

Gl~a:~~e in plan assets:..
(air value oi~~l<~n assets, be~~innin~~ af}~car `~ 6.43=1
Actual return on plan assets, net 807
L;n~ployer coatrihution :i I ~~

~ ~t3enefits laid, excittding cxncnscs ?27)
I~air value of flan assets, end ot~}scar ~ 7, 28

.`_

'Funded st~itu~ 5 (4,623)

~lmountsrecogni-red i~'tlte consc~lidatec9 -

ti,07-1
.:913
G74

(2?7L
5 6.34

`~ f~i.t)3 I )

balance:sheetsas of
.':DecE~n~or 31 241~;and ?009 consisted of
Current liability ~ __ ~;

n~cirrcnf liability ~ (q,~23~
'1'c~ta1. ~~ ~ (4,623}_

$ 651 $ SSS
K3 93
d 2 ~} 1

734 ~ 651

(1,75)
-

~ (1.697).~._ _ -.

a
5 (~t(1) $ (41):

4,}~ ~ g d ~,708)~ ~ (ji56j
$ 4,031 .. ~ ! 74b).. $ .....1,697

Changes in plan assets and benefit obligations recognized in regulatory assets, ~'or the years ended
December 31, ~Q10 and 2009, were as follows;

DB Plan OFEB Plans

as of December 31~ as of December 31
~~~ $11QC~~~ti~15~' ~CJ~(~ 2009 

_ 2010. ..... 
Z~~~:

Re ul s y ,~►ssei E~lance, begi~itnine; of ~~ear ~ 3, .~~. ~ ~ 4,72 ~ ~' '8 ~ X47_,
Net ac(uarial Inss/(gain) incurred during the year 367 (701) (l0G) (34•I)`

riortitation of prior service post — — (~~) ~~rzj
itccognizcd net actu~ria~ lasses { I SS) (224) 9 t,).
f~egulatary~assetl{li ilityjb'al~acc.endtif~y~<<r ~ .$ X1,01I 5~ 3,7~ ~ ~1) ~~ Ggq 

,.~..,.~s~ ,~

~~
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Amounts recognized in regulatory assefis for the DB and OPEB Plans that have not yet been
recognized as components of net periodic benefit cost of the following at December 31, 2010 and 2009,
respectively:

DB Plan OPEB Plans

as of December 31,. as of December 31,
~:{iii ~ti~~rs~t~~ls~ 2010 ~ 2009 ` 2010 2009

N~:t Actuarial (b~3in)~Io:;S ~ ~ ~, 4,011 ~~ ~ x,799 ~ ~ (25I) ~ m~ (154)
Prier scr~~~icc cost -- _ 200 227.-- — — ---siZegt~latory asset ~ . ~, ~~`~~~~ ~~~ 

.'799
~fi--- -- -~.0 --- - __ __ (51)- ~~_ GS

The key assumptions used #o value benefit obligations and calculate n~t'.periodic benefit cost for
our DB and (7PEB Plans include the following:

2010 2009 2008.
Uis~auntsai~f<sr'nct peria~fic bcncfit~ost, ~ T

~~ t~e~irtning ofyear - 6.00°Fo 5.75°l0 '5.75°0
13iseou~it rate for ben~lit obligations. end ~~f'year ~~' 5.50°: G.00'~~ SJS°o
[~~pectecl return can pl,in assets for the vear (net cif

irtvestiztent erp~ttses) ~ 7.50° 0 7.50°:0 7.~5(~%a
(tale ol~i;ompens~iti~~n ii~creasc, begi»nin~; of}'etii~ 3.0C1°~o 3.00% 3,(J(>°~a
I <iitl~~are cost crci ate ~~3 ~ ~ 1 1:OU`;' 11._SO° µ t?.OU:~r

{a) an increase or decrease in the discount rate of 0.5%, would result in a change in the funded status as of
December 31, 20.10, for the DB Plan and the OPR.B Plan's, of approxuuately $ I.0 million and $200,06U,
respectively

(b} applicable only to the OREB Plans
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The components of net DB Plan costs and OPEB Plan costs were as follows:

DB Plan OPEB Plans

Year Ended December 31,_ Year Ended December 31

{inthausands) 2010 2009 2008 2010 2009 2008

Service cost, benefits earnc ". m
`during; the period ~ G27 ~ (~47 ~ G25 S 1 i G S 145 ~ 12~)

lntcrest cost o~i projected henefit
t~blicati~~n G06 560 497 n/~i n/n n/a

~IIICfCSI COSt ~tl ~1CClltilU~3ICt}

postrctircinei~t and
postemployment benefit ~

~.nbi;gAtion ~ t~la ~~1a nl~ i3Q _ ii3 1?~1

Expected reh~m on plan asscu (a9:3) 0101) (464} (~i~)1 (-~Z1 (-1~1~}

rinaorliiation~of~tricu scrv~cc cost ~ — -- ~ 1 ~~ " ~ ~~
Recognized net actuarial loss
(~~iu) SS 224 ~ 123_ ~ _ 19} 3 2_
ti3 t nerinc~ic~henefit cost

__.I
5 895 S ~~~I.O 0 ~°5~ 7ki~ G ~ 21~ ~~~—~?~i~C~.. $ 7 ~3

The estimated net actuarial loss and prior service cost for our DB Plan that will be amortized in

2011 from the regulatory assets mto. net periodic benefit costs are $176,000 and $0, respectively.

The estimated net actuarial gain and prior service cost for our UPEB Plans that will be amortized

in ~Ol l from the regulatory assets into net periodic benefit costs is $13,U00 and $22,Ot10, respectively.

The projected benefit obligation, the accumulated benefit obligation and the fair value of plan

assets for the DB Plan as of December 31, 2010 and 2009 were as follows:

` ~~`~1~u~~~~t~s~; 2010 2009..

~I'rojected i~enefit o~~ligF~tion ~ 12,15 ~ 5 10,465
Accumulated henetit obligation 1O,723 8,953

Fair ~ilr~e ot'~I~in nss~:ts 7,S?8 G,43~4

Tn establishing ifs investment policy, our Company. has considered the fact that the DB Plan is a

major retirement vehicle fox its employees and the basic goal underlying. the establishment of the policy is

to provide that the assets of the Plan are invested in accordance with the asset allocation range tazgets to

achieve our expected return on Plan assets. Our Company's investment strategy applies to its OPEB

Plans as well as the DB Plan. Our expected long-term rate of return an DB Plan and OPEB PIan assets is

based on the Plans' expected asset allocation, expected returns on various classes of Plan assets as well as

historicat returns.

A one pere~nt change in the assumed health care cost trend rate would not have had a material

effect on the Post-65 Plan cost or the accumulated Post-65 Plan benefit obligation in 2010.
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The assets of our Post-65 Plan are held in two separate Voluntary Employee Beneficiary
Association ("VEBA") trusts. We maintain our VEBA plan assets in directed trust accounts at a
commercial bank.

The investment strategy for our DB Plan and our OPEB Plans utilizes several different asset
classes with varying ri~lc/return characteristics. T'he following table indicates the asset allocation
percentages of the fair value of the DB Plan and OPEB Plans' assets for each major type of plan asset as
of December 31, 2010 and 2009, as welt as the targeted allocation range:

E~ixcd income
Cash ~ttd cashct~uiv~lents
f'~tal ~

DB Plan OPEB Plans
Asset Allocation Asset-~111ocation

2010 2009 Range 2010 2009 Ramie

~t7S:o a,73/n ~ o~ ~30;~~-9f?/~ or58;0 ~~S~,o. n~ o/30 v-90,a
~5ou ?~°o ~~5°~u—~5% ~~~0/0 43~'u ~0%40%

~~,s~ a~,a n~ ~ — ~ sni~, o~io o°;~ o~ o -- i ~~
1 ~0°'o I OOu ~ a ~ s ~ l 00n 1 C10% ~ `~

The DB Plan held ~t,000 shares of Pennichuck Corporation common stock ("PNNW") as of
Deoembar 31, 2010 and 2009, which is included in Equities in the table above. The fair value of this
stock as of December 31, 2010 and 2009 was $575,000 and $444,000, respectively. Pennichuck
Corporation stock held in the Plan represents 7.6% and 6.9% of the total DB Plan assets as of
December 31, 2010 and 2009, respectively.

Management 'uses its best judgment in estimating the fair value of its financial instruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substantially all
financial instruments, the fair value estimates herein are not necessarily indicative of the amounts that we
could have realized in a sales transaction for these instruments. The estimated fair value amounts have
been measured as of year' end and have not _been reevaluated or updated for purposes of these financial
statements subsequent to those respective dates.

Investments in PNNW common stock and mutual funds are stated at fair value by reference to
quoted market prices. Money market funds are valued utilizing the Net Asset Vatue per unit based on the
fair value of the underlying assets as determined by the directed trustee.

The DB Plan also holds assets under an immediate participation guarantee group annuity contract
with a Life Insurance Company. The assets under the contract, are invested in pooled separate accounts
and in a general .investment account. The pooled separate accounts aze valued based on net asset valae
per unit of participation in the fund and have no unfunded commitments or significant redemption
restrictions at year-end. The value of these units is determined by the trustee based on the current market
values of the underlying assets of the pooled separate accounts. Therefore, the value of the pooled
separate accounts is deemed. to be at estimated fair value, A detailed desoriprion of each category of
underlying assets within the pooled separate accounts is as follows as of December 31,.2010 and 2009:

• Growth funds accounted for $2.3 million, or 46%, of the fair value. of the pooled separate
accounts at December 31, 2010 and $2.0 million, or 48%, of the fair value of the pooled separate
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accounts at December 31, 2009. Growth funds objectives are for capital appreciation and current
income. These investment accounts invest in mutual funds which have a readily available market
price.

• Fixed income funds accounted for $811,000, or lb%, of the fair value of the pooled separate
accounts at December 31, 2010 and $613,000, ox 14%, of the fair value of the pooled separate ,
accounts at December 31, 2009. Fixed income funds objectives are for long-term rates of return
consistent with preserving capital. These investment accounts invest in mutual funds which have
a readily available marl~et price. One of the funds in this category, SSGA Pass Bond H, invests in
bond funds.

• Value funds accounted far $2.4 million, ar 38%,, of the fair value of the pooled separate accounts
at December 31, 2010 and ~ I.6 million, or 38%, of the fair value of the pooled separate accounts
at December 31, 2009. Value funds objectives are for total return and capital appreciation. These
investment accounts invest in mutual funds which have a readily available market price.

The general investment acoount is not acrively traded and significant other observable inputs are
not available. The fair value of the general investment account is calculated by discounring the related
cash flows based on current yields of similar instruments with comparable durations.

1'he methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair valaes. Furthermore, while the Plan's management
believes the valuation methodologies are :appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain investments could
result in a different fair value measurement at the reporting date.

We use a fair value hierarchy which prioritizes the inputs to valuation methods-used. to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active. markets for
identical assets or liabilities (Level t measurements} and thelowest priority to unobservable inputs (Level
3 measurements).

The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used as
of December 31„2010 was as follows:

(in :thousands} Totals ~ . Level 1 _ Level 2 Level 3 _ ,.

~DIi Pl~jn: _~ 
.. N u ~ ~ ~ ~ A

equities:
, ̀.Paoleti se~zar~fe accounts ~ 5,(78~a ~ ~ S,Ofi4 ~ ---
PNNW common stock 575 575 -- --
~ved trico~ne:
General invcstinentaccouut I,~SO —~- - 1,850

.C~Sh and cas}i equivn[ents:
Money tt~~~rket funds 19 --- 19 —
Ta~l P~nsi~n ~'}an ~ ~ 7:52$ ~a$ S75 S, t (13 ~'~ 1,fi50 _

:.
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i3alanccc~lhyl~ri~l ~~inds ~ 162 fi 1 G2 ~ — $ -_
I~I.S. cyuit}~ ~e~u~'itics Iuti<1s 177 177
lnternatit~nai equity t'E~ncls K5 55 -- --
Fixcd income funds 309 309 --

~'asf~ tsnd cash egiiivtilants:
_ - ~ Money iirirket f~ind~ 1 — l ~--

1'c,tal Postretire~t~ent Plar~~ ~ ----734 ~ ----- 733- ~-- i ~--~-~

~iblals ~ ~ . ~5>'E~ ~ .~w; ~,30$~ ~ ~~S<!(1~ ~ I.f~~(l

'The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy used as
of December 31, ~~09 vvas as follows:

,(~~~ the~usat~t~s~ T~t;~t~ Lcf~el.1 l~r~1 ~ [,c~s~cf

sUf3 ~'la~n -~ _

{:quitics:
i'~c~led se~Ftt'~te ~ecbunts ~r 4,?54 ~ — ~ 4.?j4 5
PNNW common stock 444 444 -- —

'f'1XCl~ IiICOIriC:

;General investment acc~~unt 1.733 — 1,733'
C~asfy and cash equiva(cnLs:

rvloncy market funds 3 -- 3
"1'olal C'ension P1a~~ ~ _6.434

___

~ ;x__._..444_ ~_ X3,257 $ 1,733'.

~UI'rt~ Plans:
~Ivliitual f~u~lds:
~_~3aianced~~hybrd f~iiids ~ 1.43 ~ 143 ~ __ ~ ~._

U.S. equity securities funds I ~? 152 -- --
lntcrr~at oni~l e{~uity hinds ̀ 75 '75
~~=ixcd incoinc i'undti 281 281 - -

~~~~~y ~„~z~~~~t r~~~~,a~ - -- --
"l~ok~l Postrc[ircment !?lams $ G51 ~ ~ 65 ( ~ -- ~

'' ̀ ~ 
alb, _ ~ ,T~.-~-....'1;085 $~ 1 _~95 ~. ~1~25 ~ 1,733

Vic[ is C3n.~;c~J u,~ yuc~tGd price ~ ~n ~ctivc n~a~°1:.ct~ fc3~"~dcnti~~i a ~ ;
L:~vcl ~:: f~t~ed cset sigtti6cat~t ~bs~~~tle, ~n~u1~.~
t ctr?~~ ~: ;t~a~~s1 t~~ s ~nifi~ittk<4t#it~ ~~able but s,

6~
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The following table presents ayear-end reconciliation of DB Plan assets measured and recorded
at fair value on a recurring basis, using significant unobservable inputs (level3):

(in thousands)

C33{ance at Dece~ill~er 31, 2Q09
Plan transfers

~Bcnefits paid
Return on plan assets (net of investment
ex~~cr~ses}

~~3i1~~iCC~ll~~c~CClTlf~~l~1~ ~ p~ a

_ ZO10 2049

.,~ ~_. 
i,733 

,. 
~..~...~__1 X49

161 58

183 53
~~9~~ 4l,a~ ~~----

~~~ '~ 
.~:,a 'hats. ~ ..~.,1

In order to satisfy the minimum funding requirements of tie .Employee Retirement Income
Security Act of 1974, applicable to defined benefit pension plans, we anticipate that we will contribute
approximately $1.1 million to the Ptan in 2011.

The following benefit payments, which reflect expected future service, as appropriate, are
~xpacted to be gold in the years indicated:

jzY ~1ip:~n~s) _ ~R Plan _ OPEB Plans

211 ~ 3C1~ ~ 67
2(112 3S7 G~
X413 4IG $~

- 2014 479
. 

87
Zfl l 5 53~i

,:2,01 G-2020 4,095 683
To~I~I , ' ~„ „~ ,~` .' ~ ' 6,274 A , ~ 07 ;

Because we are subject to regulation in the state in which we operate, we are required to maintain
our accounts in accordance with the regulatory authority's rules and regulations. In those instances, we
follow the guidance of ASC 980 ("Regulated Operations"): Based an prior regulatory practice, we
recorded underfunded DB Plan and OPEB Plan obligations as a regulatory asset and we expect to recover
those costs in rates chazged to customers.

Defined Contribution Plan

In addition to the defined benefit plan,-we have a defined contribution plan covering substantially
all employees. Under this plan, our Company matches 100% of the first 3% of each participating
employee's salary contributed to the plan. -The matching employer's contributions, recorded as operating
expenses, were approximately $178,000, $184,000 and $172,000 far 2010, 2009 and 2008, respectively.
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Note 3--Mock-based Compensation Plans

Share-based payments to employees from grants of stock options are recognized as compensationexpense in the consolidated financial statements based on their fair value on the grant date. For purposesof calculating the fair value of each stock grant as of the date of grant, our Company uses the BlackSchotes Option Pricing model.

The impact of stock-based compensation on the consatidated statements of income for the yearsended December 31, 2010, 2009 and 2008 was as follows:.

Year Eaded December 31(in thousands)- 2010 2009 _ _ 2008

~St~zc};-l~<ised compensation ~ 239 ~ 7~ ~ G$Income iv~cs 9h (3U i (26).5t~~ck-rased compe~~satian, net cat ~aa. ~. ~ 14.i ~ 44 ~ -3q

The total compensation cost retated to non-vested stock option awards was approximately$99,000, net of tax as of December 31, 2010. These costs are expected to be recognized during 2011through 2Q 13.

Our Company has. periodically granted its officers and key employees incentive and non-qualifiedstock options on a discretionary basis pursuant to two stock option plans, the 1995 Stock Option Plan (the"1995 Plan") and the Amended and Restated 2000 Stock Option Plan. On May 6, 2Q09, our shareholdersapproved an amendment to and restatement of the Amended and Restated 2000 Stock Option Plan to alsoallow for the issuance of restricted stock, but did so without increasing the number of shares available for.awards under the Plan. As amended and restated, the plan has been renamed the 2009 Equity Incentive.Plan (the "20U9 Plan").

The 1995 Plan permits the granting of both incentive stock. options and non-qualif ed stockoptions to employees at a price per share equivalent to the market value at the date of the grant. Optionsbecome exercisable immediately following .the grant and expire ten years from the date of grant. As ofDecember 31, 2010 and 2009, no further shares were available for grant under the 1995 Plan.

The 2009 Plan provides for the granting of incentive stock options to employees and non-qualified stock options to employees -and directors at a price per share equivalent- to the market value atthe date of the grant. Option grants have varying vesting schedules and expire ten years from the date ofgrant. The 2009 Plan also authorizes the granting of restricted stock awards to employees and directors.There are 500,000 shares of common stock subject to' issuance under the 2009 Plan. As of'' December 31, 2010 and 2009, 111,434 and 1;83,834 shares, respectively, were available for future grantunder the 2009 Plan. During the term of the Merger Agreement, we are prohibited from issuing any newincentive stock options ornon-qualified stock options under the 2004 Plan.
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The following table summarizes the activity under the stock option plans for thethree-year period
anded December 31, 2010.

A}~cra~
l~l~ir~6~~' off' kr cc ~.~ *

fix` Price er Share ~tE~rG

n~ci ns otttstar~ding ~s~of Dccetnbcr 31,24()7 ~~ ?24,U1~ ~+ll f,.09-21..24 ~ 1.13
,̀~irt~rifcd 34.?00 22 22-22.51 2?.36
F:~~rcised ~ {56.371) _ 1 1.81-21.2~~ 18.51
('anccicd 1333) 7.13 7.13
',~~tions outstanding as ot`Decen~ber 31,200$ 201,51 i 1 1.81 r~2.51 --- l9.fi~
~~~~~'anicd 38,000 17.61 17.G4
:~~~rcised (i 6,O lfi) 15.29-2 (.~=i 18. i0
~`anccled (SO~II l 1.H J ] 1.:~ I .
~~tic~ns o,~~st~ncii~~~; as of~[~ec•~_rr7ber ~~~'',OOS~ 2~2.G9I 1.5.?9.2~,~ 1 19,6 f
;Granted 7l ,9O0 20.1 1-21.14 20.54
~~ercised (76,182) I ~.?9-'2.22 ! 9.8{}
L~~nccic:d
Q~tions autsfandinb"F~s t5f~ I~'ereit~~er 31,2O I C~ ~~ 2GS,909 $ 15.9-Z2.5 ~ ~ -19.84
Exercisable as of Dccembcr 31, 2005 167,3] 1 fi 11.81-2124 ~; 79.37
.~ r . bl ~ °of )~cembcr~ 1, ? 9 'e e~, 161.891 ~ ~r~~,~,u I'4 9-22.51 S 19 fah'
Exercisable as of December 31, 2QiQ . 184,77$ ~ 15.29-22.51 $ 19.42
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The following table summarizes information about options outstanding and exercisable as of
December 31,X010.

O bons Outstandin . O bons Exercisable
~W~ij~txt~ ~'4'~~~~rc

~~kNl#l~I~.~t1~ AVCt'R~C ~tY~~A~f

~utntber ~t~ntr,~cfu~1 ~:~ecrcis~ Nutitb~r Fxcrc~~~
;;T;~c~►•~ri~~ ~~t~~~nti~n~~.. t i#~ free ~~r 3~aib1~ `PriGc

~'~'ire A~ ~t~ (~~n years}. tier ~1e~r~ A~~:4~ fZ~ 1;f~t} ~a ~~ilt~r

S_2~) G,399 .03 ~_ 15.29 ' {~,3~)9 ~ 15.29
2O.?~ 13,dG7 1.07 20?~ 13,~G7 2('1,25
20.1 # 20.9 5 2,7< 20.1d 20,935 20.14
21.24 21.46 .3.07 21.2 21,4fiS :? (.2q
I9,(i7 i 9,3t)9 4.Ob 19.67 19,309 19.67
19. ~ 1 17,4(10 494 19.E I 17.41)0 l~).51
~ ~~.c}o a~,000 ~.~~ ~ y.ao ~o,000 i y.a~
~~.?~ ~>,~~o~ ~.s2 ?z.~z - ?~.~z
i?;s i i~~;zoo ~.~s 2z:s~ a u,sao ~z.s ~
17.64 3.331 3.08 17.64 10.00('1 17.64
2U. (( ~t 1,9010 9.03 2(J.1 l 2d, i i
~I.(~l 30,000 9.?~t 21.14 30,000 X1.14

26~,'~z 9~ ~ 189 77~ ~ , ~. ~ w

Thy weighted average fair. value per share of options granted during 2Q 10, 2009 and 2008 was
$3,~9, $2.75 and. $3.63, respectively. The fair .value of each option grant was estimated on the date of
grant using the fallowing assumptions:

Year Ended December 31
2t~1~: 2009. 2F}08

'frisk-tree interest rate:
~I;x~~cctccl ~ 

.5$ - 2.fi]°~o 1.7ti°o ?J7°io
~ividtnc3 }'icici 3.41 - 3.48% 3.97% 2.95°%

[;xpectcd lives. ~ ~ ~ 5.41 ~ S.~Syears 7 yet~rs I U ye~irs
~~~~~~:~tcci ~~~~,(~i1~lit}:~~ X5.37 - 25.A~1% 25.18%0 18.10%

Nofe 4-Commitments and Contingencies

Merger Agreement wit~i the City of Nashua and Frior Eminent Domain Proceedings

In 2002, the City of Nashua (the "City") began an effort to acquire all or a significant portion of
Pennichuck Water's assets through an eminent domain proceeding under New Hampshire Revised.
Statutes Annotated Chapter 38, as well as the assets of the Company's Pennichuctc East and Pittsfield
Aqueduct ukility subsidiaries. As discussed in Note 1, on November 11, 2010, we entered into a
defi~zitive merger agreement (the "Merger agreement") with the City pursuant to which the City will,
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subject to a number of conditions precedent, purchase atl the outstanding common stock and common
.stock equivalents of Pennichuck Corporation for $29.00 per share. Pursuant to the terms of the
Settlement Agreement, entered into contemporaneously with the Merger Agreement, the Company and
the City have agreed that this transaction constitutes full settlement of their eminent domain dispute.

History of the Ciry of Nashua's Eminent Domain Proceedings and fhe Merger Agreement

We entered into an agreement in April 2002 to be acquired by merger with Aqua America, Inc.
(formerly Philadelphia Suburban Corporation). The merger was subject to several conditions, including
approval by our shareholders and approval by the NHPUC. In February 2003, before we submitted the
merger to our shareholders,.,we and Aqua America agreed to abandon the proposed transaction`~ecause of
actions taken by the City to acquire our assets by eminent domain.

The City's Mayor at that time stated his opposition to our proposed merger with Aqua America.
after we announced it. In November 2002, the City of Nashua .Board of Aldermen adopted a formal
resolution to hold aCity-wide referendum to approve the initiation of an eminent domain proceeding or
other acquisition of at( or a portion of Pennichuck Water's system serving the residents of the City and
others. In January 2003, the City of Nashua residents approved the. referendum.

In March 2004, as part of the eminent domain process, the City filed a petition with the NHPUC
seeking approval to acquire all of our water utility assets, whether. or not related to our Nashua service
area. The NHPUC ruled in January 2005 that the City could not use the eminent domain procedure to
acquire any of the assets of Pennichuck East or Pittsfield Aqueduct,. and that, with regard to the assets of
Pennichuck Water, the question of which assets, if any, could be taken by the City was dependent on a
determination to be made by the NHPUC after a hearing as to what was in the public interest.

The NHi'UC conducted a hearing on the merits of the City's proposed eminent domain taking of
the assets of Pennichuck Water, which hearing was completed on September 26, 2007. On July 25, .2008;
the NHPUC issued its order in this matter, ruling that a taking of the assets of Pennichuck Water is in the
public interest provided certain conditions are met, and provided that the City pay to Pennichuck Water
.$203 million for such assets determined as of December 31, 200$. The conditions iricfuded a requirement
that the. City pay an additional $40 million into a mitigation fund to protect the interests of the customers
of Pennichuck East and Pittsfield Aqueduct.

Subsequently, both the Company and the City filed appeals with the Supreme Court. On March
25, 2010, the Court issued its decision, unanimously afftrming the TTI-~PUC's ruling in its entirety.
Following the Court's decision, neither party filed a request for rehearing with the Court and, accordingly,
on April 7, 2010, the. Court issued its mandate to the NHPUC and. its July 25, 2008 order became
effective.

Separately, under RSA 38:13, the City has 9d days from the date of the final determination of the
price to be paid for the assets of Pennichuck Water to decide whether or not to issue the debt necessary to
fund the taking of the Pennichuck Water assets upon the terms. set forth- in the NHPUC's July 25, 2008
order. On June 30, 2010, our Company and the City jointly flied a motion with the NHPUC requesting a
scheduling order for the purpose of establishing a process by which the. eminent domain valuation of the
plant and property of Pennichuck Water would be updated and to make a final determination of the price
to be paid for such properly and equipment.. The Company .and the City agreed that the final valuation
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should be determined by adjusting the preliminary $203 trillion purchase price set forth in the NHPUC's.
Order by an amount equal to the additions and retirements and accumulated depreciation reserves with
respect to assets placed in service, or retired from service, after December 31, 2008, consistent with the
asset updaring approach used by the NHPUC. In the joint motion, the Company and the City indicated
that they remained interested in reaching a negotiated resolution of the proceeding, which.could include a
possible sale of the stock of the Company to the City and they took the position that in the case of a the -
negotiated transaction submitted to the NHPUC the price agreed to would constitute the final
determination of price. A final determination of the price triggers a 90 day statutory period, established
pursuant to RSA 38:13, for the City to decide whether or not to issue the debt necessary to fund the taking
of the Pennichuck Water assets.

On November 11, 2010, the City and the Company signed the Merger Agreement pursuAnt tv
which. the City will, subject to a number of conditions precedent and contingencies, purchase all of the
outstanding common stock and common stock equivalents of the Company for $29.00 per share, or
approximately $138 million, in cash. Un January, 11, 2d 11, the City's Board of Aldermen voted 14 —1 to
approve and ratify the price and the Merger Agreement and authorize the related Cnancing.

The merger is subject to approval by the holders of not less than two-thirds of our outstanding
shares of common stock and also regulatory approval by the NHPUC. The City's obligation to complete
the transaction is subject to there being no burdensome approval conditions imposed by the NHPUC that
would materially adversely affect the City's expected economic benefits from the transaction as well the
City's ability to obtain appropriate financing after all the conditions precedent {including those specified
above and other customary closing conditions) have been met.

The initial scheduling hearing of the NHPUC occurred on February 24, 2011. Final hearings on
the matter are scheduled for July 27 through July 29, 2011. We are unable to predict if, or when, the
closing will occur but we believe it is not likely to occur prior to the fourth quarter of 2011.

Other Eminent Domazn Proceedings

The Town of Pittsfield, New Hampshire voted at its town meeting in 2003 to acquire the assets of
our Company's Pittsfield Aqueduct subsidiary by eminent domain. In April 2003, the .Town notified our
Company in writing of the Town's desire to acquire the assets. Our Company responded that it did not
wish to sell the assets. Thereafter, no further action was taken by the Town until March 2005, when the
Town voted to appropriate $60,000 to the eminent domain process. On March 22, 2005, our Company
received a letter from- the Town reiterating the Town's desire to acquire the assets of our Company's
Pittsfield Aqueduct subsidiary, and by letter dated May 10, 2005, our Company responded that it did not
wish to sell them. Our Company does not have a basis to evaluate whether the Town will actively pursue
the acquisition of our Company's Pittsfield Aqueduct assets by eminent domain, but since the date of the
Town's letter to our Company .the Town has not taken any additional steps required under New
Hampshire RSA Chapter 38 to pursue eminent domain.

The Town of Bedford, New Hampshire voted at its Town meeting in March 2005 to take by
eminent domain our assets within Bedford for purposes of establishing a water utility, and, by letter dated
April 4, 2005, inquired whether our Company, and any relevant wholly-owned subsidiary of our
Company, was willing to sell its assets to Bedford. We responded by informing the Town that we did not
wish to sell those assets located in Bedford that are owned by any of our subsidiaries. We have not
received a response to our letter, and since the date of the Town's letter to us, the Town has taken no
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further legal steps required to pursue eminent domain under New Hampshire RSA Chapter 38. During
the NHPUC hearing regarding the proposed eminent domain taking by the City of Nashua, the witness for
the Town of Bedford testified that the Town's interest in a possible taking of assets of our Company
related to a situation in which the City might acquire less -than atl of our Company's assets, leavingthe
system in Bedford as part of a significantly smaller utility.

Our Company cannot predict the ultimate outcome of these matters.

Operating Leases

We lease our corporate office space as well as certain office equipment under operating lease
agreements. Total rent expense was approximately $346,000, $327,000 and $258,000 for the years ended
December 31, 2d 10, 2U09 and 2008, respectivety.

Our remaining lease commitments for our corporate office space and leased equipment as of
December 31, 2010 were as follows:

(in thausands) Amount

~l 11 fi 3 20
2012 303
~.l3 l7(7
2014 --

Total $ _ 793
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Note S--Business Segment Reporting

Our operating activities are currently grouped into the following two primary business segments.

Regulated water utility operations—Includes the collection, treatment and distribution ofpotable water for domestic, industrial, commercial and fire protection service in the City of Nashua and29 other communities throughout New Hampshire. Our regulated water utility subsidiaries consist ofPenn~chuck Water, Pennichuak East and Pittsfield Aqueduct.

Water management services Includes the contract operations and maintenance activities ofService Corporation.

In 2009, we determined that our real estate operations conducted through Southwood should nolonger be considered a reportable business segment dui to the sale and dissolution of substantially all ofSouthwood's joint ventures and the expectation of limited real estate activities for the foreseeable future.Beginning in 2009, the line titled "Other", which previously included primarily parent company activity,including eminent domain-related expenses, now also includes the activities of Southwood. Prior to2009, Southwood's activities were considered a reportable segment and were reported on the line titled"Real estate operations". The line titled "Other" is nbt a reportable segment and is shaven only toreconcile to the total amounts shown in our. Consatidafed JFinanciai Statements..

The following table presents information about our primary business segments as of and for the.years ended December 31:

(i~~ tlaG+usand~} ,. 2010. .....;21)09 2(108

Operating revenues:; ~•

°'#tc~ulJted venter uti)ity~ operations
tauter managentei~t services
Ilea! cstatc operations
Othrr 

..
Total operstting re~~cnucs

~quity nictl~od nct (loss} carnin~;s:
Itt~u[~tccl water utility pper~tions
~Valcr rnauai>.erncnt scr~~iccs
_~eal estatr operations
Other

~T~tatfil e{~uliy me~liod net (lass) ~a~~~iugs

lntcrestinCc~tn~

34,(1'2 ~ 29,993 y ~ 2S,303
2,~G 1 ~,77Q 2;G~7
N/A N/A 20
9 9 9

$ 3G.~392 
_ ~ 

3~ 
772 ~ 30.979

5 ~ 
-'

N/A 3,390
(a> --

5 (~~ ~ x,390

~~-I~'cgulatcd water utility o~ierations 5 2 ~ - ~ I6~4'~ter management services.
Kcal estate operations N/A N/A —Otltcr 

.~ ;` ~ _ 
~, 

~ . 
1 171Total interest income $ . 2 $ ~~ $ ~~7 ~
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~iir:tli~a u3.ait~its)

interest expense:
Re~~,ulatcd ~i~~ifcr unlit}° nperatii~n5
1'~'afer manA~;eniCnt 5en~iees
Real estate ~perali~ns

Qther

('oral iutcrest expense

2~1~ 2009 2008

~ 3,~<~I $ 3,ti7~

Ni A T~'!A

R 80

Nrovision {henefit) !'or incnmc lases:

Regulated water utility nper~tians ~ 2,517
1~'aler muniigement ~cn~iacti 82

R~a1 estate c+per~tions ~~lA
Other {?pp)

- ----
Tolnl pFnv(si~rr fc~r inCumctnxes '~ 2,399

i~'ctir~ti~uiaic ((oss):
IZogulated ~+'atcr utility oE~era~ii~ns

~ lV;~tcr mana~ementscn~ices
Kcal estate o~~er~itir~ns
Other

Total net income

~~ f~flocatcd paicnt expenses:

"hegulated ~vnter utility uperati~ns
«'atcr rnan:t~em~nt services

Rea! est~teoperafic~t~s
Oti~cr

Total 2~ll~~t~ 'd p~Ycnt expciises' ~ '~

$ 3.`)R7
125
N/A
(331)_

S 3.781

~ 1,5~}7
148

1,131 -

(l <1:? )

~ x_2,74

S 919 S 92f, a 9,S
33 4?_ 43

~~n ri~~ s
7 7

The operating revenges within each business segment are sales to unaffiliated customers.
Expenses allocated by the parent company to its subsidiaries are calculated based primarily on a ratio of
each subsidiary's revenues, assets, customer base and net plant to the consolidated amounts far each
metric.

All of the employees of the consolidated group are employees of Penni~huck Water, whioh in
turn allocates a portion of its labor and other direct expenses and general and administrative expenses to
our Corrrpany's other subsidiaries. This intercompany allocation reflects Pennichuck Water's estimated
costs that are associated with conducting the activities within our Company's subsidiaries. The allocation
of Pennichuck Water costs is based on, among other things, time records for direct labor, customer
service activity and accounting transaction activity.

Within the regulated water utility business segment, one customer accounted for approximately
8.0%, 8.5% and 8.4% of water utility revenues in 2010, 2004 and 2008, respectively. During 2010, 2009
and 2008, the regulated water utility segment recorded approximately $2.7 million, $2.6 million and $2.4
million, respectively, in water revenues which were derived from fire protection and other billings to this
customer. As of December 31, 2010, 2009 and 2008, this customer accounted for apgro~cimately 9.9°/a,
8.7% and 8.3% of total accounts receivable, respectively.
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The fallowing table presents information about our two primary business segmen#s as of and for
the years ended December 31:

(in tt~ur~s.iriefs} 2010—__ 2009 2008

~f~c~tai assct~:
fZegulated water utility operations $ 17G,098 , ~ 171,073 $ iG5,28D~
~1'~'atcr man,3~aiient services 127 319 159

~~ fZeal esta(e o~ei<<tions
~Olhcr

iv`/A NIA 2.394
~,:37G 0,213 7,12T

~fotril asscu S 1 S (.C,O l ~ 177.605 5 174.45q~

1'urchascs of prc>pc~ty, picuit end ct)uipntcnt:
Rc~ulatcd ~catcr utility c,~~aations g 8,499 $ Fi,084 $ 14.40
lt'ater mar~at;emcnt sen~ices - -- 4
Kcai cst~nc o~~cs:Ui~~ns N/~l N/A

Total pureh~tic~ of prupert}~, Plant and equipment ~ x.499 $ 8.084 $ 14,425

~ Dcprcci~ltion and .~urorti~~tion expense:
~7 r~ rl,~rLi{ i,iii:r ii(i I'1'; i:Fi.~:~(iv~l.. d •1.Y~ty .P 'f,~l)G ,y ~~, 17I

ti4'ater rn~~nagcn~cnt yerviccs S q ~ ~
Real estate operalions N/A N/A —
Ot(tcr ~ ~ ~ ~ ~ S i b
'Total depreciation and amortization expense. $ 4,459 S~ 4;286 ~ 4 2 U 1

Note 6—Financial Measurement and Fair Yatue of Financial Instruments

Management uses its best judgment in estimating the fair value of its financial instruments.
However, there are inherent vu~eaknesses iri any estimarion tecluiique. Therefore, for substantially all
financial instruments, the fair value estimates herein are not necessarily indicative of the amounts that we
could Nava realized in a sales trar~sact~on for these instruments. The estimated fair value amounts have
been measured as of their respective year ends and h~.ve not been reevaluated or updated for purposes of
these financial statements subsequent to those respective dates.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for
identical assets ar liabilities (Level l measuremetzts) and the lowest priority to unobservable inputs (Level
3 measurements). The three levels of fair value hierarchy are as follows:

Level 1: Based on quoted prices in active. markets for identical assets.

Level 2: Based on significant observable inputs.

Level 3: Bayed on signiftcant unobservable inputs.

An asset or liability's level within the fair value hierarchy is based on the lowest level of input
that is significant to the fair value measurement.
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For assets and liabilities measured at fair value on a recurring basis, the fair value measurement

by levels within. the fair value hierarchy used as of December 31, 2010 and 2009 were as follows:

(in thousands) December 31, 2010 Level l Level 2 Level 3

k
~~tcrsst r~les~tia~ ~ ~ (31~) S ~ x,~~ :~ ~ rt.. _ (314) ~ _--

(in thousands) December 31t 2009 _ ~_ . Level l _ Level 2 Level 3

(nterrst rate s~vu~ ~~ ~ -- $ ~ -- ~,,,f~ ~;, ~ ~-e..,

T'he carrying value of certain financial instruments included in the accompanying consolidated
balance sheet, along with the related fair value, as of December 31, 2010 and X009 was as follows:

2010 2009

~~~e~~~t _ Fair Carrying Fair

(in thousands) ~1~1uc Value Value _Value

d ~,
Liabilities

LcmLT-term debt $ 00,719) ~ (55,349) 5 (6~1,17G) $ (5>,794)

Ir~terest rate~s•~~ap liaUiiity (314). (3.14} - ,~ --

The fair value of long-term debt has been determined. by discounting the future cash flows using
current market interest rates for similar financial instruments of the same duration. The fair value for
long-term debt shown above does not purport to represent the atnoants at which those debt obligations
would be settled. The. fair marleet value of our interest rate swap, which was entered into in the first
quarter of 2010, represents the estimated cost to terminate this agreement as of December 31, 2410 based

upon the then-current interest rates and the related credit risk.

The carrying values of our cash and cash equivalents, line of crediti and accounts receivable
approximate their fair values because of their short maturity dates.

Note 7--Equity Investments in Unconsolidated Companies

As of December 31, 2010 and 2009, Southwood held a 50 percent ownership interest in a limited
liability company known as HECOP IV. HECOP IV, whose assets and liabilities are not included in the
accompanying consolidated balance sheets, owns approximately rune acres of undeveloped land in
Merrimack, New Hampshire. The remaining ownership interest in HECOP IV is held by John P. Stabile

II ("Stabile"), principal owner of H.J. Stabile &Son, Inc. The short-term cash needs of HECOP IV are

expected to be funded by its partners on an on-going basis and are not expected to be significant.

Until December 2008, Southwood also held a 50 percent ownership interest in three other limited
liability companies known as HECOP I, HECOP II and HECOP III. All, or most, of the remaining
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ownership interest in each of these companies was held by Stabile. "Net (loss) earnings from investments
accounted for under the equity method" for the year ended December 31, 2008 included anon-recurring,
non-operating, after state tax gain of approximately $3.4 million ($2.3 million after federal income taxes)
from the January 2008 sale of the three commercial real estate properties that were awned by HECOP's I
- III. The land at~d office :buildings sold comprised substantially all of the assets of HECOP's I -III.
Consequently, these three entities were dissolved in December 2008. For the year ended December
31, 2008, cash distributions received from HECOP's I -III totaled $3.8 million.

Southwood uses the equity method of accounting for ids investments in joint ventures and
accordingly, its investment is adjusted for its share; of earnings or losses and far any distributions or
dividends recoived from the joint ventures. For the years ended Decem}~er 31, 2010, 2009 and 2008,
Southwood's share of earnings or losses from its investments in joint ventures was approximately
x(7,000), $(4,000) and $3.4 million, respectively. Southwood's share of earnings or losses are included
under "Net (loss) earnings from investments accounted for under the equity method" in the accompanying
consolidated statements of income.

Note 8—Income Taxes

The components of the federal and state income tax provision as of December 31, ~O10, 2009 and
2008 were as follows:

(ire thousands} 2010 2009. 2U08
~_._

E'ccicral ~ ~ ~ 
~ ~~ 

t,937 S
.~.~., 

1.190 ~ ~; #27
State 495 40G 3d9

~Wlmortirntionofiitt~cstnrcnt taz crcclits _ (_._3~i~_ ~ (Z3) (33~
Total

fi
;. 

~ ̂ < r4,~)~ ~ 1,563 5 ?,743
—~rwMwF~4

1~~~~rC~~l
~ 

Ul) ~ ~ I l) 1 1D V7~ ~

,~ erred m ~ ~
.a 

~ ~

~.7~~
~_

~.ao~ ~~ z,ons
'total $ ~ • $ .,~„~1 563 $ .T~, 2,743

The following is a reconciliation between the statutory federal income ta~c rate and the effective
income talc rate for 2010, 20Q9 and 2008:

ZO10 2009 2008
_ . _

. tatutory fedcc~~l rate y ~ ~ ~
~

3~,~ ova ~ ,,,
a
3~.0 °.o.~a~ a:0,~_.

State tax r~tc, net ~~f fedcr;i( bcnclif 5.3 °/. b.8 % 3.I
anentdiff~rcuccs 0.1 °~o ~— _u.l °o

Amoriir~tion of iirvcst~ucnt tax cccdits (O.~i)4~b (0.<))°io (0.~}~`l~

Ltffi'cc.ti~~~:t~,~ r~tc 38.8 % 39.6 9~0 35.7
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The State of New Hampshire incnrme tax liability on income attributable to our Company's joint
ventures is imposed at the limited liability company level, and not at the Pennichuck Corporation level (in
contrast to federal income taxes). Therefore, State of New Hampshire income taxes in the. amount of
approximately $-0-, $-0- and $217,000 mere reflected in 2010, 2009 and 2008, respectivelX, under "Net
(Ioss~ earnings from investments accounted for under the equity method" in the accompanying
consolidated statements of income.

The temporary items that give rise to the net deferred tax liability .as of December 31, 2010 and
2009 were as follows:

,(in tl~ous~ncis) ~ 2Q10 ~ 2009

Liabilities: ~ ~~'
I'rope~t~~-rc!<itccl, nct ~ X2.(121 $ ] 9,733
Perssinn deferred asset 3,589 1,505
Other 1, l 16 878

,~ ~i'ntai lial~i(itics4;726 22.1 !6

~'4... l~ti tl1141111' 1~I]✓1 ~.)J ~/

l~cderal net c~p~rafins; loss carr~~fonvard S(i2 1, 55
Altc:r[~~iti~~e ii~in mi~in t~ix ct'edit ' 374 X74
NH 13usiucss Lttterprisc "I'ati credits 161 3(~p.
Uthe~r ~~31 ~ _-- ~ ,UOy

"Cotal asscis 5,5g6 x#,595
et deferred inc~7i~le tax iiatiility 19,180 f 7,221
Less current deferred tai. a5sct — 1,555

Net nonur~erlt ~ief~rec~ ~ta~,~ tia~iili~y ~ , ~ ~ 80 ~ ~~ ~ e.; ~s,~~ ,

We had a federal net operating loss in 2009 in the amount of approximately $4.1 million. 'The net
operating loss, which can be carried forward until the year 2029,, is expected to be partially utilized in
2010 in tha amount of $1.6 million with the balance of $2.5 million carried forward to 2011. The benafit
of the net operating loss carried forward is approximately $862,Od0 and is included in Deferred Income
Taxes in the Consolidated Balance Sheet as of December 31, 201 f~.

As of December 31, 2010, we estimated approximately :$374,000 of cumulative federal
alternative minimum tax credits that may be carried forward indefinitely as a credit against our regular flax
liability.
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As of December 31, 2010, we had New Hampshire Business Enterprise Tax ("NHBET'") creditsas follows:

Year of Original Remaining Year of
_ Origination Amount -% ~ Amount Expiration
(in thousands)
~fJO9 $ 1 ~1d ~, S~ 20 (4~
2010 107 107 2015
Totr~1 ~ ~ 21 I ~ -- 161

We anticipate that we will fully utilize. our remaining NHBET credits before they expire and,thereforex we have not recorded a valuation allowance.

Investment tax credits resulting from utitity plant additions are deferred and amortized, Theunamortized investment tax credits are. being amortized through the year 2033.

We had a regulatory liability related to income taxes of approximately $890,000 and $839,000 asof December 31, 2010 and 2009, respectively. This represents the amount of deferred taxes recorded atrates higher than currently enacted rates and the impact of deferred investment tax credits on futurerevenue.

We made a review of our portfolio of uncertain tax positions. In this regard, an uncertain taxposition represents our expected treatment of a laic position taken in a filed tax- return, or planned to betaken in a future tax return, that has not been reflected in measuring income tax expense for financialreporting purposes. As a result of this review, we determined that we .had. no material uncertain taxpositions:

R We file income tax returns in the U.5. federal jurisdiction, the State of New Harnpslure and theCommonwealth of Massachusetts. Our 2007 through 2009 tax years remain subject to examination. bythe internal Revenue Service and state jurisdictions. Recently, we were notified that our ~Oa9 FederalIncome Tax Return will be examined by the Internal Revenue Service.

Our practice is to recognize interest and/or penalties related to income taac matters in other income(expense). We recorded such interest and/or penalties during the years ended December 31, 20'10, 2009and 2008 in the amounts of approximately $0, $3,000 and $4,000, respectively.

81

357



Note 9—Debt

Long-term debt as of December 31, ~O 10 and 2009 consisted of the following:

~7i~ t~rousa~lctS) ~t)~~ 2009

o
•~ ured seniornoies{~ayabl~ due t~~"an insur~ncc comj~an}

..
~~

7.40 0, duc March 1, 2021 ~`b' (i,~{OQ ~ li,SOEi
S.UO°.o, clue t~l~trch 4, 201 --- ~.00C1

11r~5ccurcd i3usiness finance i~uth~~rity:
ReYcntfe fond (2Q05 Serics f3C-a}, 5.i75~~,, due Uctobcr 1, 203 ~2?g(~ ~?,5(}Q

~Rcvenuc Bond (200.4 Series 13(.'-3). i.f)04%, due ,~~~ril I, 2018 7,7(1(1 7.~f)0

~ ~ Revenue f3oad (2dUS 5crics /~}, G.70",0, due nctc)ber 1, 3035 12,125 12.1:?S
Cter~enuc [3ond (Series r(105~1). 4.70',0, dur January I, 1,f135 1,810 !,Sill

~I~cti~cnuc E3ond (Serics20Q5}3), d_!~b°~o,di~e.lanuary !, 2~3Q 2,:25 ~?,;i3~
,Revenue Bond (Series 2UOSC}, 4.50','~~, due January I, 20?5 1, I SU I.20~

a f{tvenue Bind {Series 2l1~5D), 4,50°!0, ciuc,f~inu~ry 1,7.025 !,000. 1,075
Revenue Bond, 1997, G.30`%~0, due i~1ay 1. 022 ~,:~ll(1 ;.(i0D

Secured n~~tes pa}able to bank. flo~~ur~~-rate, due tviaici~ 1, 2(130 ~~,3R4
,~':lnsecured i~e~v I {ampshirc State I:cvolvin~; 1~'uitd (.̀SRF") notes ~'' ;s.005_ .

6l,~19
b,> 3

Total lonb-term debt (,0,~38~
l.css current E~c~rti[xi (~,a5~) (S h`)%3

Less origizial issue discount. _ ~(30Q) ('31')-
Total long-term debt, net of current pariion ~ ~~s6~G $ .

4! .l w~+Y~~ +a~.:
54,279

~l~ SRF notes are due through 2031 ut interest rates ranging from 1% to 4.488%. These notes are payable in
120 to 240 conseeuti+ve monthly installments of principal and interest The 1Q/o rate applies to constraation
projects still in process until the earlier of (i) the date of substantial completion 4f the improvements, or (u~
various dates specified in the gote (such earlier date being the interest rate change dabs). Commencing on
tie interest rate change date, the interest rate changes to the lower of(i) the rate as at&ted in the note or (ii}

80% of the established 11 Generat Obligations Bond Index published during the specified time period
before the interest rats change date.

'the ~ggregata principal payment requirements subsequent to December 31, 2010 are as fotlaws:

(in titt~Cts~Ei~ts}

~'?O12
X2013
2014

15
?.016 and thereafter

Total 
p

~r~t>tint

~ 1,0:i3
1,lOS
1,107
1,121
1,153

~5_~4'iU

~~~,aa~~s 4i~E~~

'Certain covenants (as described below) in Pennichuck Water's and Pennichuck East's. loan
agreements and in our Bank of America revolving credit login agreement effectively restrict our ability to
upstream dividends from Pennichuck Water and Pennichuck East, as well as pay dividends to pur
shareholders.
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Several of Pennichuck Water's loan agreements contain a covenant that prevents Pennichuck
Water from declaring dividends if Pennichuck Water does not maintain a minimum net worth of $4.5
million. As of December 31, 2010 and 2009, Pennichuck Water's net worth was $53.1 million and $52.6
minion, respectively.

One of Pennichuck East's loan agreements contains a covenant that prevents Pennichuck East
from declaring dividends if Pennichuck East does not maintain a minimum net worth of $1.5 million. As
of December 31, 2010 and 2009, Pennichuck EasYs net worth was $7.0 million and $5.6 million,
respectively.

Our Banc of America revolving credit loan agreement contains a covenant that requires us to
maintain a minimum consolidated tangible net worth of $46.0 nnillion ($37.0 million plus equity proceeds
subsequent to December 2007). As of December 31, 2010 and 2009, our consolidated tangible net worth
was $56.2 million and $55.2 million, respectively.

.Our. -Company. has available.. a revolving credit .facility with.. a _bank. Borrowings under. -the
revolving credit facility bear interest at a variable rate equal Yo the 30-day LIBOR rate plus a range of
1.2°/a to 1.7°fo based on financial ratios. The revolving credit facility matures on June 30, 2011 and is
subject to renewal and extension by the bank at that time.

Our short-term borrowing activity for the years ended December 31, ZO1 Q and 2009 were:

{in thousands) 2010 ZOQ9

~CstaE~iishcc3line.a~~~carcnd~ ~ ~~~ ~ 1G.00n ~ 1G,000~
Maximum ~imou~~t outstantiitl~; dui~in~ year ~ C45 $ 3,7C5

w leverage at~ioiint outsiartdin~ d~iring year ~ I G $ 2.055
Amount i~utstandin~; at year end $ — $ --

~` ~~iiti~v~~r~be inle t tc iii 
; 
n r ,, . 3.25°ro ~ .19°:0

Interest rate at year end 3.25% 3.25%

In addition, Pennichuck East has a $1.5 million revolving credit facility with a bank which was
established on February 9, 2010. Borrowings under this facility are subject to variable interest rates equal
to either a quoted rate at the tinne of any borrowings or LIBOR rates plus 1.75%, based upon the
timeframe for which monies are borrowed, ranging from 30 days to rune months in duration. This facility
matures on February 9, 2012, and no borrowings have been made against this faolity during its existence.

As of December 31, 2010, we had a $4.4 million interest rate swap which qualifies as a
derivative. This fmancial`derivarive is designated as a cash flow hedge. This financial instrument is used
to mitigate interest rate risk associated with our outstanding $4.4 million loan which has a floating interest
rate based on the three-month London Interbank Offered Rate ("LIBQR"} plus 1.75% as of December ~ 1,
2010. T'he combined effect of the LIBOR based borrowing formula and the swap produces an "all-in
fixed borrowing cost" equal to 5.95%. The fair value of the financial derivative, as of
December 31, 2010, included in our consolidated balance sheet under "Deferred credits and .other
reserves" as "Other liabilities" was $314,000. Changes in the fair value of this derivative were deferred
in accumulated other comprehensive loss.
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Swap settlements are .recorded in the income statement with- the hedged item as interest

expense. During the twelve months ended December 31, 2010, $145,000, pre-tax, was reclassified from

accumulated other comprehensive toss to interest expense as a result of swap settlements. We expect to

reclassify approximately $167,000, pre-tax, from accumulated other comprehensive lass to interest
expense as a result of swap settlements, over the next twelve months.

.Kate 10—Shareholder Rights. Ptan

On Apri120, 2000, our Board of Directors ("Board") adopted a shareholder rights plan and

declared a dividend of one preferred share purchase right {"Right") for each outstanding share of common

stock, $ l A0 par value. The Rights became exercisable in the event that a person or group acquires, or
commences a tender or exchange offer to acquire, more than 15% (up to 20% with the prior approval of
the Board of Directors) of our Company's outstanding common stock.

Effective March 24, 2010, our Board voted unanimously to extend the expiration date of the
Rights under the rights plan from April 19, 2010 to November 1, 2010. Effective October 29, 2010, our
Board voted unanimously to extend the expiration date of the Rights under the. rights plan from
November 1, 2010 to the date of the 2011 annual meeting of our Company's shareholders, which is

expected to be on May 5, 2011. Concurrent with its vote approving the extension of the expiration date
of the Rights, the Board also rearmed its previously. adopted resolution that any extension of the
expiration date of the Rights beyond the date of ouc Company's 2011. annual meeting of shareholders
would be subject to a majority shareholder vote at that meeting. Effective November Ll, 2010; we
amended the rights plan pursuant to which the execution and delivery of the Merger Agreement, the
consummation of the merger, and the consummation of any other transaction contemplated by the Merger
Agreement will not be deemed to result in events that authorize the exercise of the Rights under our rights
plan.

Note it—Quarterly Financial Data ([Tnaudited)

First Second Third Fourth
(in thousands, except per share amounts) Quarter . , uarter _ .,; ~ Quarter` quarter 

'Ye:~t•l?ndedn~Gemh~er3Y~~~i`~~~
Operating i-cventics ~7,394 $ 9,135 $ 1 1,765.. $ ~8, l 98

O~eratin~ lneomc 1,055 2,631 4,76? 1,G4~

Net income ~5 99fi 2,273 437

E~.arnings pct common sh~rc

;. Basic ;0.02 0.21 -0.49 0.09

Diluted 0.02 0.21 0.48 0.09

Year [?nded December 31, 2009:
~'.Operafing'rcvcntics . $ 7;023 $ 8,452 ~ 9,473 '. $ $7,824

Operatii7g Income 830 2,23y 3,516 1,07

Nei_(loss) income _ ~ ~~(G8) 763 ~' 1,374 ~ 313 g

~I o5s) carvings per common share

,basic ~ ~ ~ (0 ~~2) 0.18 0.3.2 ,» ,

I7iluttd {0.42) Q.18 U,~~ 0,~7

84

360



~
~

~
 

a'ss cs .
!
 r
 ;'r,t

~
 

'.r~;t
1C 

'c c..
'~ 

38~`t'j,
..

S
 
;~~5',w,'~ 

8~
'+~o~~C*3'~a%?l~st~` .

k
~
'
3

t'~
~~'~»

^~~;.
':s ui

9E'ti~
~
 .

$t3'...s~`,.:"S
S
 

Sn?:2°'~
5~~*...r

t
s
5
2
i
s
S

b' 
:.tfi':h-~ 

~
a6s+'Tft..

$
4
5
'
c
q
>°r:,

7F?,+1~~..:... 
"Yfs.~t" 

`
i
`
~
,
.
:
~
:~.~x7}~otiv

, ..
hct3- ~

:
...

4.~'fi,
- 

_,
.tee ~.~

"^~C c
F
c
L
>
t

~ 
~<E'S;

4
3'r8%SfS}"L

~. 
..

.
,
:

c
_
e
 

~
> .
~
~
L
'

S
 

SkL`'..'~
'E~:~s'S'a.::

L
t
a
 )
_
:
 ,:,'

~
~
a
l
.
~
"
~
S
(
'
7
3
D
:
~
~
 .',.s,~7A~.irp'.'C7zL~':

Y
4
4
'
C
~
 

=.~:G"1
.
.

;
r
 <55...

~
 
-
,
,
 .
.

~
 -.,.~

G,.}~
szsi: 

~. :RSs~etf8$~'Si li-i+C°
Lr:~'~~t~

g
 
<~.f

8
 

:
.
:
.
.

~~ffi0*.
~ 

:
:
r
:

~
 

:.~'
~~~ 

8tr'4L'~~ 
~i

•
.
S
?
+
"
a
J
~
a
~
:
r
o
s
s
r
~

~. 
.
(
~
W
.

~
':

play
w
r

~ ,
 

._.. M
 w
 

..
..

_
1~t',

CR90J!';S~C~s~vb

Z
i
p
'
i
L
~
a
C
w
a
a
a
Q
~
~
.
i
~
d
~
~
I
R
!
1
~
~
+
7
~
J
c
,
'
,
 ~,.



VIdSL't$40T1~t2N '. ~p7uwulfu'+(~Tb ̂ LL`tE Zi. uo~agY W~ 74ubP! ~ ~~IhPaPS t4 YOBUZlDZ~avA 
iral'+~J d1~3 £tOZ 7Vdl H ~

M

.... ... ;oi biQC~tdd~4 sip:~E ........... ~.. ..:....:_....
......: ..

.. .~ ..
.,.

.... ,....~ ...~.:

teet'~
..:~c

:-►tastrs~3b w~wna ~ tou'zIi{ozCtaS~ ~ ~.~9 a~ysn~y cax~rugda~ ssa~ . „ ~g~~ .. ,steeVs 9iBB'tS}38 •satk'M pc~a sawlaS
ayc oo Goa ~S+Mcf
~ Yi6 Jo M,0096

,^^ tf1'$ '"~4~+A'.+~T~sW f'ClL'8t1B•~MW~~~eS~NiD
ame~+a ara w oo to

m ssCs9LasatSs+~s~J-w~utwJau+xn~s+~J+O .S~.W'OZtL ~~BBL'QSt -w.WA'd-so69~{f~WaSWp~S ~•pqyi.501~09L~Y-~~tMW~'sS~5it0 F ^~ -, s:696"90L1SSB'991$~~saEcMD~~~Nnu~.LO; LOB~'t0£trLdS'ZGE~+3-~uMrS L95'Ot ~ ~ ~-i~+!~ re i1~d W %DOt f19S'Q'~Sut~'VS ~' fSYd~ ~PnS
P86't: •. •.~1~~Yd.W9506t L.ti9S°tt~W4S ~' 'k3Yd~~W~Du2iuWtlnC ~.

4 ~~LZi'LSSLSZtL'tt?YY9G~+~Ya~1t~~S 
~.

..$t£~Z~Z6.B:E'Z9ZSY~r~fi1Y~~S

.. ~ .. {~81.'~i). .. .~~.t.'OSL?!luYPpWen4AtillGdc'J:ssttl

.-
tL18'~tUl~'S}S! 7t ~3 W1°WMO De~t~'J ,ssu'~ ; w SVi~'814Y6ri'9Ct3!0' Fur s+~N6145

~qt uo i+~4 aSN~t
?1 1o9bi7C98.

".
^~ 158'81°'

.
~ :7FtS6'6iUt8-~~NV1pieSaYai~Sa~ -.~siii~ M M8 W iiW'Os

B1E'VL94' .ZStE'►E6S+~ ~Nt Dr+a xe!+ga5 9ay{id .
Zt9'9~,`'LZLB'8St~{u+F`Y-~~W1hM~~01gS

r. «.~80@EL90B06CSi-soBlthh WraS~AiS .. ~.~.~,.:.
4~. 76Z~DS9~~u3' 82v'69 w ~~°riPNQ t'. HZP'88X45 0 ̂ (t13d~~Yd) 7~+l~'~

~ IF3d/3Yd of %OOi
(16B'!~}t:a%x 8z~i~O Pituvls+m~lsai+vMS ~ uGa6'g8S'f4t~2`suOeM 9 S~1aS B+aJyi~

~.t12~. s n ~Yd xJ~~IY 4o~',.itk`~'ii7T~i~3GYt'f'~i~ ~

6+a B~~
~n9y~y

_ _ .. ~67.?{Qo~itWty 
f+c7f~... 

_

~Se;LLldWOJ ~:Pls4~LS~~ 9'If ++o!i~~W ~ed~B 1iu~uedO



- .. j(nt 2 Tief 3
.. .... .... 

... . itiiEe~ ,. .. >7",: 7ierAtioeaBon f(2egWated+ (pWW+PEW r~e~4.......
~a ~~'n~es-Maury +rte

}Zeq (R.d rjx,raiai.A~ucat~~ 1J=PC1{~1 p~M1ISC~ WSC ~ IggqulaLedt PNtSCOnW PACOnM
`~ ~co SuPPGes & Hxpence 35~`-53 t. 9~ 553 .. ,.ee Eq~7Fmtmt RanYat 35,Bii0- i. 3t,~G .. ..
en~al Exp NECC?P til 282,279 $ 2c2.279

'!anchoslar ut Phone 25,TS7 f 25,?5? - .. 4 aECON !II Fit-up Aprnvance e ! .. ...htru~chertarS:FJoctrie ~ 38,t8~.. 3 S8.i89I+~:~irttenancr> A9~whKSL~r .Rt 25 E9F ~ ~ ~ 23,096 ~ .. ,~7ifx~ fgtiiRmerrt ma;ntenancs t',i26. 3:.. 77.226 A

". ^~rscca~angoua Chaggs
.eniofMtOnageme^iVenid~*s 5,?a6:~. ~:. 5.w£~a .« ..•.3Sernw Mahe9er.¢nt Fuu~ Purchased 7'29: 'S 7.721
~`ernorMerragrmerftVahideReg~slraLbrs E68 ~ ~ G8~ w
_.our!c~t&^XPfmts +Aatl Expense 7,69:. '4,. 'I.fA3Y .~ ...utsaSaSec's(3uoerviniont5peoSvcs; 22C+.'.35~-. '~ 220~&?0 .«
tulecAngsantlGortvenfnna '14,~ ~ tA,~95 riicanse Fees 95.C3~' I ~ '.5,.34 .~ .~... eais 9uS?i ~ t 5?1 ~ .... ~.

En~meenn9~~Fx'6~ensc ~ 4;EE5 .+t. ~ 4.6d5 .~ wEnginoenrt9 V~hk~es 6?03 a' ~. ». 6,303 ..En;inee~inS ̂ ~uc~l !A:rchas~d ?i X57:: ~ ~ ... 21.x:,7~. Engnsertn9~Ve1~cFeRegicuation _ _ 19.'YrS.! ~: L95(iMaint of Comrt:tt:.icatwn Eg1zP a;J30 ~ 3.âaa .. manRat~rMatntertence 31..»58' ^~ 3i1,A59
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WAIVER OF CERTAIN PROVISIONS OF
PUC 1600 FILING RULES

Provided pursuant to NHPUC Rule 1604.01(27)

{27) Uniform Statistical- Report —Not Applicable.
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Provided pursuant to NHPUC Rule 1.604.01(28)
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i

(28) ...Summary Work Papers — To be submitted with- testimony and supporting
schedules in 1604-06. ~,
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