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EXHIBIT DL—3

R4 0~-81

RESOLUTION

FINDING THAT THE ACQUISITION OF STOCK, RATHER THAN THE DIRECT
ACQUISITION OF THE PLANT AND PROPERTY OF PENNICHUCK

CORPORATION WILL PROVIDE A MORE ORDERLY METHOD FOR THE CITY
TO ESTABLISH, OWN, AND OPERATE A MENICIPAL WATER UTiLITY

CONSISTENT WITH THE PURPOSES OF RSA 38 AND WILL BE FINANCIALLY
BENEFICIAL TO THE CITY AND ITS CUSTOMERS AND WILL, THEREFORE, BE

IN THE BEST INTERESTS OF THE CITY AND PROVIDE A PUBLIC BENEFIT

CITY OF NASHUA

In the Year Two Thousand and Ten

RESOLVED by the Board ofAldermen of the City of Nashua that in accordance with
RSA 38:3 the Board of Aldermen, by a two-thirds vote of all of its members and the Mayor have
determined that it is in the best interests of the City to establish a municipal water company,
through the purchase of the stock and/or assets of the Pennichuck Corporation, as authorized by
Chapter 347 of the Acts of 2007, as amended and supplemented to the date hereof, which vote
has been confirmed by a majority of the qualified voters of the City of Nashua at a regular
election duly called and held for such purpose.

RESOLVED That the Board of Aldermen confirm that acquisition of stock is within the
policy and purpose of RSA 38 by making the following findings required by Chapter 347 of the
Acts of 2007:

1. That the acquisition of stock, rather than the direct acquisition of plant and
property, will provide a more orderly method for the city to establish, own, arid
operate a municipal water utility consistent with the purposes of RSA 38; and

2~ That the acquisition of stock, rather than the direct acquisition of plant and
property will be financially beneficial to the city and its customers and will,
therefore, be in the best interests of the city and provide a public benefit.



LEGISLATIVE YEAR 2010

RESOLUTION: R-1O-81

PURPOSE: J?hxding that the acquisition of stock, rather than the direct
acquisition of the plant and property of Penuiehuck
Corporation will provide a more orderly method for the city to
establish, own, and operate a municipal water utility consistent
with the purposes of RSA 38 and will be financially beneficial
to the city and its customers and will, therefore, be in the best
interests of the city and provide a public benefit

ENDORSER(S): Mayor Donnalee Lozeau
Alderman~at-Large Brian S. McCarthy

COMMITTEE
ASsIGNr~4EN1~

FISCAL NOTE: The fiscal impact related to these findings is found in the
companion resolution authorizbig bonds to acquire
Pennichuck Corporation.

ANALYSIS

This resolution makes special findings that the acquisition of Pennichuck Corporation stock is a
more orderly method to acquire the utility, financially beneficial and in the best interests of the city
and the public. The resolution follows the specific form prescribed for those findings in Chapter 347
of the Acts of 2007, Upon making those fmdings, the acquisition of the Pennichuck Corporation
stock will be deemed to be within the policy and purposes of RSA 38.

Approved as to form: Office of Corporation Counsel

By; K~2Z~4~
Date: I ~/i~~



Finding that the acquisition of stocks
rather than the direct acguisitiori of
the plant and property of Pennichuck
cciporation will provide a more
orderly method for the city to
establish, own, and operate a
municipal water utility consistent
with the purposes of RSA 35 and will
~financiaI~y beneficial to the city
and its customers and will, therefore,
bein the best Interests of the city and
p~ovlde a public benefit

IN THE BOARD OF ALDERMEN

1~ READING —

Referred to:

DECEMBER 14, 2010

PK~NIcmJcK WATER SPECIAL COMMITTEE

2’~ Reading JANTJARY 11~2O11

3~ Reading

4th Reading

Vetoed:

Veto S(Jstained; -~

Veto Overridden:

Attest~~rk

MAYOR

MCCARTHY

CLEMONS

Other Action __________________________

Passed Jul~.1QU

indefinitely Postponed

Defeated

;z~t~C President

~

Date

President



EXHIBIT DL—4

R-1 0-82

RESOLUTION

AUTHORIZING THE MAYOR AND CITY TREASURER TO ISSUE BONDS OR
NOTES NOT IN EXCESS OF TWO HTJNDRED TWENTY ~JLLION DOLLARS
($220,000,000.00) TO PAY ALL COSTS OF ACQUIRING THE STOCK AND/OR

ASSETS OF THE PENNICHUCK CORPORATION

CITY OF NASHUA

In the Year Two Thousand and Ten

RESOL VED by the Board ofAldermen of the City of Nashua that in accordance with
RSA 38:3 the Board of Aldermen~ by a two-thirds vote of all of its members and the Mayor have
determined that it is in the best interests of the City to establish a municipal water company,
through the purchase of the stock and/or assets of the Penniohuck Corporation, as authorized by
Chapter 347 of the Acts of 2007, as amended and supplemented by Section 118 of Chapter 1 of
the Special Session of the Acts of 2010, which vote has been confirmed by a majority of the
qualified voters of the City ofNashua at a regular election duly called and held for such purpose,

RESOL VED That the Mayor of the City of Nashua and the City Treasurer of the City of
Nashua are hereby authorized to issue and sell general obligation bonds of the City, in an
aggregate principal not to exceed Two Hundred Twenty Million Dollars ($220,000,000.00). The
proceeds of said bonds shall be used to pay all costs of purchasing the stock and/or assets of the
Pennichuck Corporation, which purchase shall be upon such terms and conditions as shall be set
forth in a Merger Agreement to be entered into by the City and the Pennichuck Corporation. The
life span of this project is at least 30 years,

The bonds shall be general obligations of the City of Nashua, payable as to principal and
interest from ad valorem taxes, which will be levied without limitation as to rate or amount on all
taxable property within the territorial limits of the City of Nashua.

The bonds shall bear the manual and facsimile siguature of the City Treasurer and the
Mayor. None of said bonds shall be obligatory without the authenticating certificate signed by
an authorized officer of a. bank or trust company doing business in the State of New Hampshire
or The Commonwealth of’ Massachusetts, or the Commissioner of Revenue Administration.



RESOLUTION R-10-82

The bonds are to be issued in fully-registered form by means of a book-entry system or
otherwise and shall have such terms and conditions and be in such form, subject to the provisions
of this resolution and applicable law, as such shall be determined by the Mayor and the City
Treasurer, The Mayor is authorized to enter into the required contracts therefore as well as any
amendments to be made thereto or any other documentation necessary for the receipt of said
funds.

RESOLVED that in accordance with RSA 38:13, as supplemented by Chapter 347 of the
Acts of 2007, as amended and supplemented by Section 118 of Chapter 1 of the Special Session
of the Acts of 2010, this resolution shall constitute the City’s ratification of the purchase price to
be paid by the City for the stock andlor assets of the Pennichuck Water Corporation. The Mayor
and arty other appropriate officer of the City are authorized to take any and all actions necessary
to carry out the purposes of this resolution and to execute and deliver the Merger Agreement
between the City and the Pennichuck Corporation and any other documents or agreements
necessary or convenient to the carrying out of the purposes of this resolution.

RESOLVED FURTHER, that the Mayor is authorized to enter into the required
contracts therefore as well as any amendments to be made thereto or any other documentation
necessary for the receipt of said funds.



LEGISLATIVE YEAR 2010

RESOLUTION: R-10-82

PURPOSE: Authorizing the Mayor and City Treasurer to issue bonds or
notes not in excess of Two Hundred Twenty Milll~u øollars
($220,000,000.00) to pay all costs of acquiring the stock and/or
assets of the Pennichuek Corporation

ENDORSER(S): Mayor Donnalee Lozean
Alderman-at-Large Brian S. McCarthy

COMMITTEE
ASSIGNMEM’:

FISCAL NOTE: Debt in the amount not to exceed $220,000,000 will be sold with
a thirty year term. Pursuant to the definitive merger
agreement, a bond in the amount of $160,000,000 at an interest
rate of 6.5% assuming level payments results in a total cost of
approximately $364,000,000. The remainder of the
$220,000,000 bend authorization way be necessary for other
acquisition related costs, including possible payoff of existing
Pennichuck debt of approximately $50,000,000.

ANALYSIS

This resolution authorizes the Mayor and the City Treasurer of the City of Nashua to issue and sell
general obligation bonds of the City in an aggregate principal amount not to exceed two hundred
twenty million dollars ($220,000,000,000). The proceeds of said bonds shall be used for the
acquisition of the stock andlor assets of the Penniohuck Corporation..

Pursuant to Nashua City Charter §54-a, this resolution requires a “duly advertised public
hearing”. Also see NH RSA. 33:9, which requires a 2/3 vote for passage of this resolution.

Approved as to content, Financial Services JMvisiou
account Structure,
numbers and amount:

Approved as to form: Office of Corporation Counsel

Date: I ~_ (~~



RE$OLUT1ON~ R40-82
Authorizing the Mayor and City
Treasurer to issue bonds or notes
not in excess of Two HundredTwenty
Million Dollars ($220~0OO!O00MOLto
p~y all costs of acquiring the stock
andlor assets of the Pennichuck
~QfporatiOn

IN THE BOARD OF ALDERMEN

15T READING DECPMBER 14, 2010

Referred to;

_I~G~T RIWIEW CONHITTEE ~D

PUBLIC SEARING ON TEURSDAY,

~XAN1J.ARY 6, 2011 AT 7:00 PM IN
AERHANIC CHAMBERS

2~Reading JANUARY 11, 2011

3ft~ Reading _____________________________

4~ Readlng__

Other Action

L~

En rsed y
MAYOR

MCCARTI~Y

- / TABACSKO

/ /~ ~zI

CDX

~ ~1~e
~X\0AL F? _~

Passed JANUARY 11. 2011

Indefinitely Postponed _____________________

Defeated ___________

Atte___ __

~I / City Clerk

President

Approved /

Date

Vetoed;

Veto Sustained; _______________________

Veto Overridden: ______________________

Attest:
City Clerk

President



Form 8-K

8-K 1c18835e8vk.htm FORM 8-K

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): June 15, 2011

Pennichuek Corporation
(Exact name of registrant as specified in its charter)

New Hampshire 0-18552 02-0177370
(State or other Jurisdiction of Incorporation) (Commission File Number) (IRS Employer Identification No.)

25 Manchester Street, Merrimack, New Hampshire 03054
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area code: (603) 882-5191

Not Applicable
(Former name or former address if changed since last report.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under
any of the following provisions:

D Written communications pursuant to Rule 425 under the Securities Act(l7 CFR 230.425)

D Soliciting material pursuant to Rule 14a-12 under the Exchange Act(17 CFR 240.14a-12)

D Pre-commencement communications pursuant to Rule I 4d-2(b) under the Exchange Act (17 CFR 240.1 4d -2(b))

D Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act(17 CFR 240.13e-4(c))

~ .,

Item 5.07. Submission of Matters to a Vote of Security Holders.

The Company held its Special Meeting of Shareholders on June 15, 2011. Of the 4,681,427 shares of the Company’s common stock
outstanding and entitled to vote at the Special Meeting, 3,809,704 shares (representing 8 1.38%) were present either in person or by
proxy. The certified results of the matters voted upon at the meeting, which are more fully described in our proxy statement filed with the
Securities and Exchange Commission on April 22, 2011, are as follows:

Description of Matters Submitted

http://www.sec.gov/Archives/edgar/data/788885/0000950123 11059310/cl 8835e8vk.htm[1 0114/2011 1:57:32 PM1



Form 8-K

Votes Votes
For Against Non-Votes

I. To consider and vote on a proposal to approve the Agreement and Plan of
Merger effective as of November 11 2010 (the ‘Merger Agreement”)
between the Company and the City ofNashua, New Hampshiie (the City’)
whereby the City has agreed to acquire all of the outstanding shares of
Pennichuck Corporation common stock for $29 00 per share in cash 3 307 005 495,818 6 881

2. To consider and vote on a proposal to adjourn the Special Meeting, if
necessary, for the purpose of soliciting additional proxies to vote in favor of
approving the Merger Agreement 3,215,249 574,478 19,977

Based upon these results, the required affirmative vote was obtained on both proposals.

A copy of the press release announcing the results of the Special Meeting is attached as Exhibit 99.1 to this Current Report on Form 8-K.

Item 9.01, Financial Statements and Exhibits.

(d) Exhibits. The following is filed as an exhibit to this Current Report on Form 8-K

Exhibit 99.1 Press release of Pennichuck Corporation dated June 15, 2011.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized.

PENNICHUCK CORPORATION
(Registrant)

Date: June 15, 2011 By:/s/ThomasC.Leonard
Thomas C. Leonard
Senior Vice President and Chief Financial Officer

-2-

EXHIBIT INDEX

Exhibit No. Description
99,1 Press release of Pennichuck Corporation dated June 15, 2011.

-3-

http://www.secgev/Archivesledgar/data/78888510000950123 110593 101c18835e8vk.htm[lO/14!201 I 1:57:32 PMI



City of Nashua Acquisition of Pennichuck Corporation EXECUTION COP~1
DW 11-026
Settlement Agreement

EXHIBIT B

Illustration of Application of the Rateniaking Structure

[See Attached Documentation]



PENNICHUCK WATER WORKS, NC.
COMPUTATION OF REVENUE DEFICiENCY
ForThe Twelve Months Ended December 31, 2009

Re City of Nashua Acquisition of Pennicliucic Corporafion
Docicel No. OW 11-026

Exhibit BiN (Rev 2nd Supp)-1
Page I ofS

Proposed Settlement
COMBINED INCREASE

Schedule A
611512011

Consolidated Rate Sent

RATE of Return

Income Required

Adjusted HOP

Deficiency

Tax Factor

Revenue Deficiency

Waler Revenues

Proposed Revenue Inc

Total Revenue

$ 97.733,490 $

786%

5 7,677,233 $

$ 5.312.859 $

$ 2.384,374 $

60.39%

$ 3,915,175 $

S 24,116,426 6

1523%

$ 28,051,601

(433,999) 3 97,299,491 $

7-95%

S 7,733,642

$ 5,260,266 S

5 2.473,376

60.39%

5 4.095,672 5

5 24,116,426 S

16.98%

.~! 28,212,098

$

(127,644) 5

$

646.736 $

-S

2.68%

DWIO-091 DWIO-091. OCA 3-1 DWI0-061. STAFF 3-13

12 MONTHS WITH
PROPOSED DATAPRO FORMA PROPOSED

REQUESTSTEST YEAR ADJUSTMENTSNTJUSTMENTS (1) 12131109

0.09%

(52,593)

City Eond Fixed Revenue Requirement
________ (CBFRR) ______

COMBINED PRO WITHOUT COMBINED PRO 1FirtaI CITY Or NASHUA CITY OP NASHUASTEP INCREASE
FORMA & STEP EMINENT PORMA & STEP Final Rate Order ADJUSTMENTSPRO FORMA

INCREASE PORMA DOMAIN COSTS INCREASE FORMA Adjustment OW 10-091 FOR CBFRR. REVENUE
OW 10-031 REQUIREMENTADJUSTMENTS ~ TESTYEAR RECOVERY TESTYCAR APPROACH

3,307,877 $ 100,607,385 $ (4,824,907) $

7.95%

7,996,562

5,132,622 $

2,863,940

60.39%

4,742.408 S

24,116,425

19,66%

ADD: City Bond Fixed
Revenue Requirement
(Schedule A, Attachment A)

Total City Rev~ue:

1. Adjustments shown are Those requIred to adjuatPWW’s rate base and NOl to itiose approved in the DWIO-091 Rate Order

95,782,481 5 (3,562,467) $ 92,219,994 (49,775,955) 5 42,444,028

7.95% 0.03% 7.98% -1.95% 6.04%

$ 7,613.064 $ 7,382,859 $ 2,563,619

323,751 $ 5.456,373 $ 166,809 $ 5,623,182 ($4,222,828) $ 1,400,354

$ 2,156,691 S 1.739,677 $ 1,163,265

60.39% 60.39% 60.39%

(1,171,136) $ 3,571272 $ (690.535) S 2,880,737 $ 1,928,254

$ 24,118,425 S 24,116,426 $ 14,279,803

-4.88% 14.81% -2.86% 11.95% 7.99%

698 $ 28,997,183 $ 16,206,057

39,836,623

$ 26,942,880

PWW @ 6.5%
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PENNICHUOK WATER WORKS, INC.
OPERATING INCOME STATEMENT

For The TwelYo Montlie Ended December31, 20(19

Re: City of Nashua Acqairit/on of Pennichucic Corporation
Docket No. DW 11-026

Exhibit BJH (Rev 2nd Supp)-1
Page 3 of 9

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forma Adjustments

9/1612011

(I) Pro Forrea macro Tame m/aoheted ris follows:
Total ~ye (once retention br operator, a0050,m
TotOl Pm/awe Rsmpeod*coxoua
Total Poforma 501 borora 0,0,001,0

2,644,028
59.03t.623
18.992.5843

08915. 0 7007912

Nqtoltae loeonreTaaos cdli be oSsot by loses on oddiriorral revenuon truer re’roooe debolorroy per SorrOdolcA

Jy6rnor/irzotan Our, eassonroted sr/fri Oily EmInent Domain Cost Recocesy ownr3Oyeals

(3) ElmirrolO Doprocteiron E,rpernnen (Dr Equity related ensure boo~lrt by City

(4) E8mlaano Colon !dARAM,orirooton Erpensu dihI,IboLotrlo to 6yRctetonlkmob Coqetrod byG6y

DW)0-391, STAFF 3.13DW1O-OS1, OCA 3.1

PRO FORMA 12 PROPOSED DATA 12 MONTHS WITH smp COMBINED WITHOUT
MONTHS REQUESTS PROPOSED INCREASE PRO TESTYEAR& EMINENT
12/31/09 ADJUSTMENTS ADJUSTMENTS FORMA STEP PRO DOMAIN12/31/119 ADJUSTMENTS I°ORMA TEST COSTS

YEAR RECOVERY

195S EM1MFNT DOMAIN

- $ 24.116,426 3

- 698
(1.330) 363,936

(1,330) 24,481,060

COMBINED
PRO FORMA& Final

STEP
Adjustment

iNCREASE
OW 10.091

FORMA TEST
YEAR

$ 24,116,426 $

690
365.266

24,452,388

3,337,833
1,379.179

574,394
434.974

6,142,496

(1,476,315)

- S 24,116426

- 698
- 353.936

- 24,461,060

CBFRR APPR~jWIMARA —

CITY OF CITY 01’ CITY 01°
Final Rate NASHUA NASHUA NASHUA CBFRR

Order MAltA ADJUSTMENTS APPROACH
OW 10.891 ADJUSTMENT FOR CBFRR REVENUE

PER BOOKS APPROACH REQUIREMENT

Waler Soles

Waler Sales Iso Resale
Other Operating Revenue

Total Revenues

Production Expenses
Transmission & Dislribtulion Expenses
Ertciin6eiing Expense
Customer Rcct& Colection Exp
Anlmutist,alive & General Expense

Final Rote Order Mjustonernts

Inter Div Management Fee

Total OperatIng Expense

Dep Exp!ACq Ad) Expense
Antortizalion Expense:CIAC
Amortization Expense: MARA
Amortization Expense

Gate on OispItJlility Properly

Properly Taxes

Payroll Tosos
Income Tax

Total Operating Deductions

Net Operating Income

(36,485) 3,301,448 55,750 3,357,199
(3214> 1,375,965 - 1,375.965

- 574 .394 - 574.394
- 434,974 - 434.974

(42,904) 6,099,583 - 6.099,583

(1468,354)

24.116.426

688
363,936

24.481,060

4 24,116.428

696
383,936

24,461.050

3,357.199
1,375.985

574,394
434.874

6,082.583

(69 836.623)

7,961 (1.456.364)

4 14.279.803

698
363,936

14.644.437

10,362.652 (74.642) 10.396,010 55,750 10.373,760

4.070,540 (7.888) 4,062.852 60,768 4,143,420
(480,385) - (480,385) . (480,365)

435,665 (1,895) 494,189

2,674,969 169,884 2,844,093 74,847

520,116 - 520,118 -

1.496,612 (34,405) 1.462,117 (83.722)
8,776,879 125,905 8.902,784 71 .893

($9,836,623)

3.357.199 3,357,199
1.375,905 1.375.965

574,394 574,394
434 .974 434,974

6.099.583 (1,125,625) 4,973,958

(165,809) (168,809) (166,899)

(1.488,354) (1,468,394) (134,985) —— (1,603,339)

10,373,760 (168,809) 10.206,951 - (1,260,6(0) 8,946,342

4,143,420 4,143.420 (1.529,375) 13) 2,814,045
(460,385) (480,385) (480,385)

- - 854794 (854 194) (41 -

494,189 (536,100) (41,911) (41.911) 12> (41,911)

2,918,940 2,918,940 2,918,940

520118 520.118 (54,944) 466,074
212,349 1,590.744 1.580~j__ (2,769.787) 1~1 (1,179,022)

(323,751) 6,850.927 - 8,650,927 854.794 ~,207,980) 4,297,741

f52.5831 5.260.268 (127,8443 5,132,622 323.751 ~6,623,182 (854.794) (53,368,033) 1,400,3645.312.859

Notes:

2,916,940

520,118
1,378,395
8,874,878

PWW @85%
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Proposed Settlement
Penn tuck Water Works Inc ScitedUle 1

Pro Forrna Adjustments to Net Operating Income AttachmentA
For The Twelve Months Ended December 31,2009 Papa 2

Nashua Acquisition
911012.011

Pro Forms
Adjustments

Management Fee
Allocation from Corporate

Pro esslonSl Fees & Services (132338)
D&O Insurance (66,4791
Annual Report Cost (24.965)
Auditors/SEC Legal Expense (21O~U88)
Corp Governance LegaVAST (32,053)
Directors Fees & Mice/Corp Secy (2S~052)
EDGAR FIIIngJNASOAQ & Other
‘Ill to P1.4W 74.90%’ 5 (536.203)

Allocation to Affiliates
Salaries (771,596)
BonUs (20,500)
BerretitS (536.507)
Meetings & ConventIons
Senior Management Vehicle
11, to Afihiates (1,156,203) S 304.081

Total Manepernont Fee $ (184,985)

Note:
‘Mahegementtse ejiocatien based on current parcenlapa allocation,

Depreciation Expense
To eliminate deprecIation espensa for equity related assets
purchased with City Bond as part of tire dosing transaction 54 020~3Z ______________

at a composite depreciation rate of 2.8%. 2~80% S (1.529,376)

Amortization Expense
To provide for amortization expense on City Eminent Domain
Coats as foIl~ws:
City Eminent Domain Costs
Amortization Period years

Amortization Expense
To provide for amortizatIon expense attributable to S128.453,285 (Sch 1, Attn A. Pg 1) 573,532.735
MARA based on rate arid principal payment 54,620,532 (Sch 4) 30 _____________—

Year One Amortization Expense $73,832,736 ~ 5854.194

Income Taxes
To record income tases ass result of pro fomia
adjustments to Income statement.

FINAL RATE ORDER NOl ADJUSTMENTS
To record final adjustments to Net Operating income S (166,6091
as approved in Rate Order DWIO-091

PWW t~0 5%

Re: City of Nashua A~juisition of Pennlchuck Corporation
DcnclcetNo. OW 11-026

Eatiit’It BJI-t (Rev 2nd Supo)-1
PageS 019



PENNJCHUCI( WATER WORXS,INC.
COMPUTATION OF RATE BASE

For The ThrtIeen Months Ended December 31, 2909

Re: City of Nashua Acquisition of Pennichucic Corporation
Docket No OW 11-026

Exhrtilt BJH (Rev 204 Supp)-1
Page 6 of 9

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro FonaaMjuatments

6)1812811

Description
Pro Fonma
Test Vitae

12 MONTHS WITHPROPOSED DATA STEP INCREASEPROPOSEDREQUESTS PRO FORMAAWUSTMENTSADJUSTMENTS ADJUSTMENTS12131105

~W1D.0E1 OCA 3-1 DWIO.001. STAFF 3-13 LESS EMINENT DOMAIN CBFRR APPROACH WIMARA

CITfCOMBINED PRO Final Rate ADJUSTMENTSCOMBU4EO WiThOUT FORBA & STEP Final Order FOR PWW’S ~
TESTYEAR & EMINENT INCREASE Adjustmont OW 10-091 & RATA SHARE OP

STEPPED DOMAINCOSTS FORMATEST OWID-QEl Southwood MARA
PORMA TEST RECOVERY YEAR

YEAR

Plant a Sec.ice 153687,21)3 (421248) 153255.047 5,904,455 157,170,503 157.170.505 157,179,503
Adjustment to Rate Base per Foal Rule Order (3.562,467) (3.562,467)
AIxute Deprec 39,280.317 (7.888) 38.252,229 (36,477) 38.215.952 38.215,952 38216.952

Acerjtn Oeprec: Loss 4,050,576 - 4,050,375 2,277 4,057,653 4,052,653 4,057,653
AcoernOeprec-COR 1,708.176 - 4.708.176 165.795 1.883.969 1,553,989 1,893,969
Theoretical Restive 882,600 - 882,900 - 862,500 582,000 887,800

Acguit8onAt~un9rrerri 944,905 ‘ 844,905 - 944,905 944,908 844,EOS
AccraaAmertAcqA5, 296.522 - 296.522 - 296,522 295.522 296.522

Municipal Acquisition Regulatory Asset (MARA) - - - - - - - - - 22.832.736
Accutu knott MARA Adj - - - - - - -

CIAC 26,898,154 - 25.998,154 - 26,898,154 26,898,154 26,998,154
Arne0 at CIAC - 4.037.626 - 4,037,526 4.037,626 4.037,526

98,659,417 (413,268) 98.246,059 4,129,003 402,375,062 - 102,378.082 (3,562,467) 98,912,595 75,852,736
ADO
Worlrin~Cap 1,246,374 (9203) 1,287,168 6,874 1,204,042 1,294,042 1,264,542
Malndals&Suppitac 825,924 - 825.124 - 825,124 825,124 825,124
Prepaid Exprenses 591,159 - 391,169 - 391,159 391,159 391.159
Prepaid FropertyTases 55,545 - 55.545 . 55,545 55,545 55,545
Prepaid Incoma Taxes - - - ‘ - - -

Other&OaferredChat9es ,,j~529.97_973 (41,4381 12.518,535 - 13,515,635 (4,524,807) 7.693,628 7.993.628
15.098.172 ~l0,64l) 45.077.531 6,874 15,094,495 (4,824.907) 10,259.497 10.259.497

DEDUCT: - - -

Customer Advances 64,000 ‘ 64,000 - 54,000 84.000 84,000
Custornarrieponits&otttei 138,756 - 135,755 - 135,756 138.788 138,756
DefeirertlncomeTax 12,920,917 - 12,920,917 - 12,970,917 12,920,917 12,920,917
OeteereclTaxuatrtrty 855.191 - 855,191 - 855,191 855,191 855.194
Unamert ITO 784,440 - 784.440 - 784.440 764.440 794.440
OefenmdRentalcredits 105,550 - 105.550 826,000 933,550 933,550 933,550
Unfunded FIrS 106 and l58Cosia ~ 1.135,245 - 1,435,245 1,’t35,245 4,155,245 :~‘~

16,024,099 16,024,2~ ~ ~ - ~ 16,952,095
TOTAL Rate Base 67233:490 97.255,491 3.307.877 199.807.285 95.785,485 02,219484 73,832,730
DEDUCT: EqusyRelatadAsseLnvtIAR9.
ADD: CrIy Ealneet Damai~ Cost Recovery

92.216.894

PRO FORMA
NASHUA PRO FORMA

ACOLJIS1T1ON NASHUA RATE BASE
ADJUSTMENTS FOR PWet

15? 170.5133
~3i~62,t57)
342’S “57

4.052,693
.593,959
1:52,800
644,905
2913 822

7? Sn? 375

25,598.154
9,037,5’S

- 172.645.531

(153433) l,’36.603
825 ‘24
281, 1r6

53.945

______________ 7.155.628
(156,433) l0~06DE4

54,0(1)
‘38,758

12920,017
595,191
784,440
933,550

1,155,248

1. Inciudea the alminaltort of MARA

, . .~ ç4,874.S*7j_, - )a$82.487)

MLflJ. I’SotO alalarsanon critse ecosefle
IRate Base 67,733~49O (453,559) ~ .~906.7 461 {3,8G2~487I

..:-- .-,., -.... -~ -..

(128,453268) 1 (425,463,288)

5,060,90
~,u,

PWW~65%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11~026

Exhibit BJH (Rev 2nd Supp)-1
Page 7 of 9

Proposed Settlement
Pen nichuck Water Works Inc Schedule 3

Pro Forma Adjustments to Rate Base Attachment A
For The Twelve Months Ended December 31, 2009 Nashua AcquisItion

911512011

CBFRR

Final Adjustment WI MARA
~~ Pro Forma

____________ Adjustments

CASH WORKING CAPITAL
To reduce working capital as a result of O&M Ecpenses (1,260 610) ___________________

Pro Forma Adjustments (Schedule 1.). 1233% $ (155,433)

EQUITY DEDUC11ON
To deduct pro rats share of assets associated with
commom equity to be purchased by City Bonds at
dosing. (54~≤~S~2)

To deduct all equity value associated with MARA $ (73,832 73~)

Total ~quity Deduction $ (12S,453,26~)

RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at dosing.

Less: Rate Stabilization Reserve (Schedule 4) $5,000,000 (1)
PWW Pro Rata Share 100.00% _________________

Total PW~N Pro Rats Share for City Bond $ S,000~00O

(1) Pro Rats Calculation as follows:

Rate Base
PWW (DWlO-091, Per Real Orrter~ $ 56,677,987 ~I0O0%
PEU (As of 12n112009) S 6,847,954~
PAC (DW1O-O9~, PerFinal Order) $ 1,071.318 ~

$64,507,259 100.00%

DEFERRED DEBITS
To providefor City Eminent Domain Costs that will be amortized over 30 years $ -

FINAL RATE ORDER NOl ADJUSTMENTS
To recorti Ilnal adjustments to Rate Base S (3~582,457)
as approved in Rate Order OW 10-091

PWW@6.5%



Re: City of Nashua Acquisftion of Pennichuck Corporation
Docket No. OW I 1-025

Exhibit BJH Ø’~ev 2nd Supp)-1
Page 8 of 9

Proposed Settlement
Pen nIchuck Water Works, Inc. Schedule 4

Overall Rate of Return Pro Forms Adjustments
911512011

For the Twelve Months Ended December31, 2009

NASHUA ACQUlSrflON - CBFRR

__________________________ Component Wéightéd
Coniponent Cost Aveiage

______ _________ ________ _________ ________ ______ Ratio.. Rate : COst Rató

100.00% 6.04% ~04%

0.00% 0.00% 0.00%

0.00% 0.00% 0.00%

000% 719% 2 000%

Final Rate Order - OWl 0-091 7.98%

Notes:
I To eliminate common and MARA equity purchased by City Bond as part of the closing transaction.
2 The component cost rate (allowed ROE> with respect to arty Common Equity in any future rate case

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, 1-115(519). ‘Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September2011 was 4.19%, so the formula allowed ROE would be 719%.

CBFRR Pro Forms Adjustment -1.95%

Capital Component

Long-term Debt

Short-term Debt

Preferred Stock

Common Equity

Overall Rate of Return

OWl 0-091, OCA 3-1
Filed Final Rate MARA RSF CBFRR Adlusted

Amount Adjustment Order Adiustment Adjustment Adiustment Amount

$ 51.855,007 $ (2,301,100) $ 49,553,907 $ 49,553,907

~ 20~2~ ~-~: $ 54,620,532 $ 73,832,736 ~$ $ (128,453,266) ~

$ (2,301,100) $ 104,174,439 $ 73,832,736 $ - $ (128,453,268) $ 49,553,907$ 106,475,539 100.00% 6.04%

pww r~ 6.5%



Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (Rev 2nd Supp)-1
Page 9 of 9

Schedule 4
Attachment A

Pro Forma Adjustments

Outstanding Debt
Funded

51,855,007

All In Annual
Cost

$ 3,077,604

Funded
Effectve Rate

5.94%

Reference
Staff 2-22 SRF Step Additions Debt

SRF Step Additions Interest

Revised Debt and Interest

3.728%

Oric~inaI Revised
2,424,100 123,000

90,370 4,585

(2,301,1 00)

(85,785)

$ 49,553,907 $ 2,991,819 5.04%

Proposed Adjustment $ (2,301,100)

Original Filing $

PWW@6.5%



PENNJCHUCK EAST UTILrTY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit BJH (2nd Supp)-2
Page 1 of 7

Proposed Settlement
Schedule A

City Bond Fixed Revenue Requirement
(CBFRR’i

Notes:
(1) Eliminate Capital Recovery Surcharge Assets anti related revenues end depreciation expense.
(2) Water Revenues are reflected without Capital Surcharge Revenues

COMBINED PRO CITY OF NASHUA CITY OF NASHUA
FORMA TEST JUSTMENTS REVENUE

YEAR REQUIREMENT

PRO FORMA
TEST YEAR ADJUSTMENTS

(1) (2)

PRO FORMA TEST
YEAR

Consolidated Rate Base $ 18,937,424 $ (4,646,514) $ 14,290,910 $ 14,290,910 $ (6,879,610) $ 7411,300

RATE of Return 7.60% 7,60% 7 60% -2 93% 4 67%

Income Required $ 1,439,244 $ 1,086,109 $ 1,086,109 $ 346,108

Adjusted NO! $ 911,114 $ (177,830) $ 733284 $ 733,284 $ (500,051) $ 233233

Deficiency $ 528.130 $ 352825 $ 352,825 $ 112,875

Tax Factor 60.39% 60.39% 60.39% 60.39%

Revenue Deficiency $ 874,532 $ 584,244 $ 584,244 $ 186,911

Water Revenues (2) $ 5,944,734 $ (295,242) $ 5,649,492 $ 5,649,492 $ 4,414,749

Proposed Revenue Inc 14.71% 10.34% 10.34% 3.31%

Total Revenue 6,233,736 $ 4,601,660

ADD: City Bond Fixed Revenue Requirement CSchedule A, Attach A) $1,234,743

ADD: NC Capital Surcharge Revenue $ 295,242 $ 295,242

Total Revenue: $ 6,528,978 $ 6,131,645

$ 6~233~736 $

PEU @ 6.5%



PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Revenue Requirement
For The Twelve Months Ended December 31, 2009

I Revenue
To recognize adjustment of fixed annual revenue
requirement to meet City Bond obligation.

Total CIty Bond $ 152099885
Bond Interest Rate 6.50%

Bond Period $ 30 yrs

Calculated pro rata for City Bond based on a

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit B.JH (2nd Supp)-2
Page 2 of 7

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

constant payment and a constant bond rate.
Calculated as follows:

PEU Pro Rata Share
Less: Rate Stabilization Reserve

PEU Pro Rata Share (Sch 3, Attach A)

Total PEU Pro Rata Share for City Bond
Bond Interest Rate

Bond Period

$ 5000,000
~ 0.00%

$ 16,124,105 (1)

$
$ 16124,105

6.50%
30 yrs $1,234,743 (2)

Notes:
(I) Pro Rata Calculation as follows:
PWW & Southwood Equity (8/3112011)
PEU Equity (8/3112011)
PAC Equity (8/31/2011)

PWW & Southwood % CBFRR based on pro rata equity
PEU % CBFRR based on pro rata equity
PAC % CBFRR based on pro rata equity ____________________________

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
calculated below and depreciation expense associated with equity related assets per Schedule 1,
Attachment A, page 2.

Total interest Payment on City Bond (year one) $9,886,493
PEU Pro Rata Share 10.60%

PEU Pro Rata Interest Benefit $ 1,048,067

~$56~677~98~

$ 64.597259

87.74%
10.60%

L66%
100.00%

87.74% $ 133,453,268
10.60% $ 16,124,105

1.66% $ 2,522,512
10000% $ 152.099,885

PEU @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit BJH (2nd Supp)-2
Page 3 ci 7

Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule I
OPERATING INCOME STATEMENT Nashua Acquisition

For The Twelve Months Ended Decembei 31 Pro Forrna Adjustments

CBFRR APPROACH WIMARA

r’ OP CITY OF NASHUA CITY OF NASHUA

COMBINED A HU ADJUSTMENTS CBFRR APPROACH
TEST YEAR AD USTMENT FOR CBFRR REVENUE

PER BOOKS APPROACH REQUIREMENT

( 1) Etminates the depreciatIon and amortlaafOn expense assocrafed wth Nortta Counlry Capital Recovery Sr.rctIlarge.
(2) Pr~ Porma Income Taxes calculated as foltorus:
City Bond Revenue Requirement S (1.234.743)

Reduced operabng expenses arsd deductiOns $ 406,706

5101 protorma sd~ustment5 before Income taxes S (828.036)

Income Taxes 39.61% S (327.985)

Negxtive Income Taxes sill be offset by taxes on additional revenues bOrn ntvenue defroency per Scyredule A

(3) Ebvrieate Depredation Expens6s for Equity related assets bought out by City

(4) 6kmrnate Entire MARA AtatIrtizatiOn Expense Attributable 0 Equity-Related Assess Acquired by City

$ 5,649.492 ($1,234,743) S 4414,749
40,960 40,960

5,690.452 6 (1,284,743) 4,455,709

1,368,356 1,358,356

490.077 490077
182,064 182,064

123.521 I23~S21

1,554.487 (256,736) 1,297.751

3,708,505 - (256,786) 3.451.769

589.817 (149,970) (2~ 439.547
(168,936) (168,936)

$107,394 (107,394) (4) -

59,501 59.501

543,506 543,506
224,775 (327,985) (~ (103.210)

1,248,663 5 107,394 5 ~654,388) S 776,708

733,284 $ (107,394) S (392.6571 S 233,233

PENNICHUCK
Account EAST UTIUTY,
Number

Pro Forma
North Country Adjustments (1)

Water Sales 461 & 462 5 5,005,656 $ 939,078 $ (295,242)
Other Operating Revenue 471 32,269 8.691

Total Revenues 5,037,923 947,769 (2a5,242)

Production Expenses 601 to 652 1 .1 37,272 221,083
660 to 678 8.

Transmission & Distribution Expense 926.1 329,977 160.100
Customer Acct & Collection Exp 902 to 904 140,501 41,563

Administrative 8. General Expense 920 to 960 96,772 26,749

Inter Div Management Fee 930 1.261,843 292,644 - -

Total Operating Expense

Depreciation Exp!Acq Ad) (Credit)
Amortization Expense: CIAC
Amortization Expense: ItIARA
Amortization Expense
Asnort Utility Plant Ad)

Taxes Other Than Income Tax
Income Tax

Total Operating Deductions

Net Operattng Income

Notes:

4031406
405

407
406

408.1
409 to 410

2,908,366 742,139 -

579.015 122,593 (111,791)
(157,454) (11,864) 382

58,728 6,776 (6,003)

467,122 76,384
305,688 (80.91 3)

5 1,263,099 $ 112,976 $ (117,412) $

5 818,460 S 92,654 $ (177,830) S

PEU i~ S.S%



Proposee Settlement
PENNICHUCS( EAST UTIUTY INC. Schedule 1

Pox Foema Ad)rxstmontS to Net Opexa0n~ Income Att0060000slA

F~rThe Twotee Meoths Ended December 31.2909 Nashux .Soqoisition

Pro PorretO
AdjUOtnsenIo

1 Revenue
To reco15oze adjastsrreol 090004 010ual ‘000006

reqoloe1000l lo meet Cd), 6001105090400
Total Cay Ox 0 9 1 2~099885

8usd Interest Rate 050%
Bond Palo) 30 ors

Colrvtatedpto rama For City SonS based on a
conorarrtpnyrmrent and a conOfenfbdnfIoa?o,
Catcotatadoo FoUo,oz,

PEt) Pro Rota Shoe 5 16,124.105
Low Rule Slabhzation tOeserce S 5,040.000

PEt) Pro Rota Share ($4113. 91100919) _________________

Total PEt) Pro Rota Share for City Boyd S 16.124i0)
Bond leI0000t Rate 6.54%

00100 Period 30 yrs. __________
C 1.030,700

Pro Rate CafcqIanioa, as Ioltewu
PWttOr&SoulttwoodEqutly(813112011) S 569779$’ 877411
PEUEqoSy(813112011) S 6541954 1060%
PAC000tty(15’3112011) ~S1O7ti~316~ 1 60%

S 64.597.259 100.00%

PWW S Soolhveod % CEIRR based on pro lola equity 07.74% 5 133,h53265
PEt) 50 C8FRR based on pro rats cOldly 10.60% 5 16,124.105
PAC 50 COFRR bated on pro rota equity l85% S 2.522,512

100.00% $152,099,805

2 M00090exent Fee
A≤OcatioO foon~ Corpoteln
Pcoioszionet Peas S Sermons (152.339)
CEO Insw000e (86.4781
Moral Report Coot (24,905)
AcdtorsfSEC Legal Expense (210,698)
Camp GOvem500e Le~al/AS7 (32,053)
Oi000lOrn Fees S litIgolCoIp Secy (25.052)
EDGAR Fi8ng$14ASDAQ & COrer (74,427)

to PEt) 15.33%’ 5 (588,~

— towrmpmw
Eateries (771,598)
Oovus (28.500)
Enoetits (338.507)
Moxtitr~s a. Cooxeotoes 119.600)
5~nior Maoagosmmeol ‘leSlIe (1.000) ____________

%Allncadon to P6U 14.60%’ (1.056,203) $ (160,086)

$ (306,736)
3 Aaetortioatiao Expense

To provde taratoortizatron expeosoatlo’buiable to 5 18,1)4.105 (Solo 1, *5 A) 0 9,276,151
9IARA baSed Ofl tale armS pnr6ipdt payment 0,047,954 ($154) 30 _________

YeorOoeMiootizationExp0000 $ 9276.151 6,50% 5107.394

4 Depreciation Expense
To et,mnirmat.o depredation expense for eqwty rotated
assets pslrtsraSod ssioh City bond osparl 09150 closIng
t10050cliorl eta composite depmcdxtmon rates 0)2.19%. $ 149,970

5 Income Taxes
To ‘neaRS income lanes as a retaIl Of 9,0 borne 5 (826,339) _____________

OdFdstXrleOIO to income stateOteol. tsan ml 3961% S 307.905)

Note~
‘lexeagomool toe ott000tlon based 00 00,0001 pamox010ge att00050n.

PEt) ~5.5%

Rn. Cry of Naslroa Acqoisition 01 PenmoteacIs Cooporamon
Coaler No. OW 11.020

Exh,tilt Bit-I (200 Salpp)-2
Pa~e4 097



Re: City of Nashua Acquisition of Pen nichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Pages of 7

PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF RATE BASE

For The Twelve Months Ended December 31, 200

CBFRR APPROACH WIMARA

Proposed Settlement
Schedu1~ 3

Nashua Acquisition
Pro Forma Adjustments

Description
Plant in Service
Accum Deprec

Accum Deprec: Loss
Accum Deprec: COR

Acquisition Adjustment
Accum Amort Acq Adj

Municipal Acquisition Regulatory Asset (MARA)
Accum Amort MARA Adj

CIAC
Amort of CIAC

ADD:
Working Cap
Materials & Supplies
Prepayments
Other & Deferred Charges

DEDUCT:
Customer Advances
Customer Deposits
Deferred Income Tax
Deferred Gain on Loans

PENNICHUCK
EAST UTILiTY, North Country

CITY
ADJUSTMENTS PRO FORMACOMBINED TEST F~ PE’ • NASHUA PRO FORMA NASHUA

YEAR AcctUlSmON RATE BASE FOR PEU
RATA SHARE OF ADJUSTMENTS

MARA ______

$ 39,929,575
7,803,915

847,944
117,539

10,468,179
2,487,1S1

9,276,151 9,276,151

8,826,016 8,826,016
887,597 887,597

17,171,696 9,276,151 - 26,447,848

457,259 (31,656) 425.603
925 925

101,087 101,087
521.626 521,626

1,080,896 - (31,656) — 1,049,241

2,065 2,065
3,874,044 3,874.044

85,574 85.574
3,961,683 - 3,961,683

14,290,910 $ 9,278,151 $ (31,656) $ 23,535,405
S (16,124,105) 2 $ (16,124,105)
3. - $

14,290,910 $ 9,276,151 $ (16,155,761) S 7.411.300

(1) ElimInate Capital Recovery Surcharge Assets and related revenues and depreciation expense.
(2) Includes Elimination et SARA

INC.

Pro Forma
Adjustments

(1)

3 38,774,582 $ 5.705,899 $ (4,550,906) $ 39,929,575
7,781,193 294,504 (271,782) 7,803,915

927,493 192,960 (272,509) 847,944
30,401 87,138 117539

10,468,179 10,468,179
2,487,151 2,487,151

8,807,342 32,770 (14,096)
875,827 12,193 (423)

16,038,740 5,670,916 (4,537,960)

365.753 91,506
- 925

90,684 10,403
512,4.92 117,688 (108,554)
968,929 220,522 (108,554)

2.063
3,288,402

85,574
3,376,039

13,631,630

2
585,642

585,644
5,305,794TOTAL Rate Base $ $ $ (4,646,514) $

DEDUCT: Equity Related Assets
ADD: Rate Stabilization Cash Reserve
TOTAL Rate Base $ 13,631,630 $ 5,305,794 $ (4,646,514) $ - .

PEU @ 6.5%



PENNIGHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Rate Base

For the Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pertnichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Page 6 of 7

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

(256,736)
12.33% $ (31,656)

$ (6,847,954)

$ (9,276151)

$ (16,124,105)

(1) Pro Rata Caicualtion as follows:
Rate Base

PWW & Southwood Equity (8/31/2011)
PEU Equity (8/31/2011)
PAC Equity (8131/2011)

$ 56,677,987
$ 6,847,954
$ 1,071,318 0%
$ 64,597,259 100.00%

I CASH WORKING CAPITAL
To reduce working capital as a result of O&tvl
pro forma adjustments. (Schedule 1) _____________

2 EQUITY DEDUCTION
To deduct pro rata share of assets associated with
common equity to be purchased by City Bonds at
closing.

To deduct all equity associated with MARA

Total Equity Deduction

3 RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

Less: Rate Stabilization Reserve $ 5,000,000
PEU Pro Rata Share 0.00%

Total PEU Pro Rota Share for City Bond

PEU @6.5%



Re: City of Nashua Acquisition of Pennichuck C~rpora~ion
Ooclet No. DW 11-026

Exhth~t 8.31-i (2nd Supp)-2
Page 7 of 7

Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule 4

Overall Rate of Return Nashua Acquisition
For the Twelve Months Ended December 31, 2009 Proposed Adjustments

NASHUA ACQUISITION - CBFRR

Weighted
Pro Foima Test MARA RSF CBFRR Mjpsted Component Component Average

Capital Component Year Adjustment Adjustment Adjustment Amount Cost Rate Cost Rate

Long-term Debt $7,856,291 $7,856,291 100,00% 4.67% 4,67%

Short-term Debt - $0 0,00% 0.00% 0,00%

Preferred Stock - $0 (100% 0.00% 0.00%

Common Equity 6,847~5~4$ $ 9276,151 -$~ $ (16,124,105) 1 0,00% 7,19% 2 0.00%

Overall Rate of Return $ 14,704,245 $ 9,276,151 $ - $ (‘16,124,105) $ 7,856,291 100.00% 4,67%

Authorized ROR 7.60%

Proposed Adjustment -193%

Notes:
I To eliminate common and MARA equity purchased by City Bond as part of closing transaction.
2 The component cost rate (allowed ROE) with respect to any Common Equity in any future rate case

shall be equal to (I) the most recant 12-month average of thirty-year United Slates Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, 1-1.15(519). “Selected interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as Close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an e<ample, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

P81.3 @ 6.5%



PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2003

Re: C,ty of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit 8JH (2nd Supp)-3
Page 1 of7

Proposed Settlement
COMEINED INCREASE

Schedule A

DWIO-090, OCA 3-1
12 MONTHS

PROPOSED DATA WITH
PRO FORMA REQUESTS PROPOSED
TEST YEAR ADJUSTMENTS ADJUSTMENTS

(1)

DWIO-0S0, STAFF 3-5

STEP INCREASE COM~1NED PRO
PRO FORMA FORMA & STEP

ADJUSTMENTS INCREASE FORMA
(‘I) TEST YEAR

20.161 S

-s
3.32%

City Bond Fixed Revenue Requirement
(CBFRR)

Final Rate CITY OF NASHUA GuY OF NASHUA
Order FOR CBFRR~ REVENUE

DW 10-090 APPROACH REQUIREMENT

1. Adjustments shown are those required to adjust PAC’s rate base and NOt to that which was approved in the OWl 0-090 order

1Final
Adjustment
DW 10-090

Consolidated Rate Oase $ 1,962,038 $ (61,125) 5 1,900,913 S 112,476 S 2,013,389 $ (7) S 2,013.382 (51,075,185) $938,196

RATE of Return 7.60% 7.60% 7.60% 7.60% -2 20% 5.39%

Income Required 5 149,023 S 144,380 S 152.923 S 152,922 $ 50,601

Adjusted NOl $ 75.753 S 3,595 S 79,348 $ (3,632) S 75716 $ 1,524 $ 77,240 ($81,086) ($3,846)

Deficiency S 73,270 S 65.032 S 77,207 5 75,682 S 54,447

T~x Factor 60.39% 60.39% 60.39% 60.39% 60.39%

Revenue Deficiency S 121,328 S 107,686 S 127,847 S (2.525) $ 125,322 S 90 158

Water Revenues S 607,133 $ 126 S 607,259 607,259 $ 607,259 $ 414,092

Proposed Revenue Inc 19.98% 17.73% 21.05% -0.42% 20.63% 14 85%

Total Revenue $ 728,461 $ 714,945 $ 735,106 $ 732,581 S 504,250

ADD: City Dond Fixed Revenue Requirement (Schedule A, Atlach p,~ $193,167

Total Revenue: $

PAC @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit BJFI (2nd Supp)-3
Page 2 of 7

PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31, 2009

Revenue
I To recognize adjustment of fixed annual revenue

requirement to meet City Bond obligation.
Total City Bond
Bond Interest Rate
Bond Period

S 152099.885 (1)
6.50%

30 y.s

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pr~ Forma
Adjustments

Calculated pro rata for City Bond based on a
constant payment and a constant bond rato.
Calculated as follows:
PAC Pro Rats Share
Less: Rate Stabilization Reserve
PAC Pro Rats Share (Sch SAttach A)

Total PAC Pro Rata Share for City 8ond
Bond interest Rate
Bond Period

S 5,000.000

So
S 2,522.512

6.50% ____________

30 ps $193,167 (2)

Notes:
(1) Pro Rata CaIcula~ion as follows:
PWW & Southwood Equity (8/31/2011)
PEU Equity (8/31/2011)
PAC Equity (8/3112011)

PWVV & Southwood % CBFRR based on pro rats equity
PEU % CBFRR based on pro rota equity
PAC % CBFRR based on pro rota equity

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
calculated below and depreciation expense associated with equity related assets per Schedule 1,
Attachment A, page 2.

Total Interest Payment on City Bond (year one) $9,886,493
PAC Pro Raia Share 1.66%

PAC Pro Rats Interest Benefit $163,963

5 2,522,512

$;;~,p47~95~4
S~.- ~i071:~18
S 64.597.259

87.74%
10.60%

1.66%
100.00%

87J4% S 133,453.268
10.60% 5 16,124.105

1,66% $ 2.522.512
100.00% $ 152,099,885

PAC © 6.5%



Re: City 01 Nashua Acquisition of Pennichucic Corporation
Docliel N5 OW 11.026

Exhibit BJH (2nd Supp)-3
PageOof 7

PITTSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT

F~r The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forrna Adjustments

Water SaI’s
Other Operating Revenue

Total Revenues

Production Expenses

Transmission & Distribution Expenses
Customer Acct & Collection Exp

Administrative & General Expense
Final flate Order Adjustments

Inter Div Management Fee

Total Operating Expense

Dep Exp!Acq Adj Expense
Amortization Expense:CIAC
Amortization Expense: MARA
Amortization Expense

Property Taxes
Income Tax

Total Operating Deductions

Net Operating Income

Notosm
(1) Pro Farina Income Taxes calcataced as follows:
City Bond Ravenue Requirement
Reduced operating expenses and deductions
NOt pmotcana adjustments betore income taxes
frteome Tones

S (193,167)
($8,997

5 (134,271)
39.81% S (53.186)

Negative Income Taxes sell be offset by taxes on additlixillt revenues front revenue defrciency per Setlectuco A.
(21 Eedexta Ocqmreoa%emr Ewennes fot Equity rotx’xd unset, bought nut by City

(31 Eteitnate Extra M~A Amnxroza5xs Enpenso Acsibxtasle to Ecturdyintdated Asu6~ Acquiritd by Ott

DWIO-090, 00* 3-1 OWl 0.090, OGA 3-1 CBFRR APPROACH WIMARA

12 MONTHS COMBINED PRO
PRO FORMA PROPOSED DATA WITH STEP INCREASE FORMA & STEP CITY OF NASHUA CITY OF NASHUA CITY OF NASHUA
12 MONTHS REQUESTS PROPOSED PRO FORMA INCREASE FtnalAdjustmont FrnatRatoOrdor MAcIA ADJUSTMENTS FOR CBFRR APPROACH

12131109 ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS FORMA TEST 0 ADJUSTMENT PER CBFRRAPPROACH REVENUE
12131/09 YEAR BOOKS REQUIREMENT

S 607,133 $ 128 S 607,259 S -. S 607,259 S 607.259 ($323 167) S 414,092
5,429 - 5,429 - 5,429 5.429 5,429

612.562 126 612,688 - 612,688 612.688 - (193 167) 419,521

se,s92 - 98,392 - 86.392 66,392 86,392

82,378 - 52,376 - 52,376 52,376 52,376
19,953 - 19,953 - 19.953 19,953 19,953

61,371 (1.364) 60.007 - 60.007 60,007 60,007

(1.524) (1,524)

160,026 (238) 159.788 - 189,756 159,788 (31 364) 128.424

380,118 (1,602) 378,516 - 378,516 (1,524) 376,992 (31 364) 345,625

66,066 - 86.086 2,050 68,136 88,136 (27,533) (s) 60,603
(24,146) - (24,146) - (24,146) (24,146) (24,146)

16,80, (16801)p) -

4,458 - 4.458 4,458 4.458 4,458

81.437 (4,225) 77212 81,176 61,176 81,176
8,857 2,358 11,215 (2,382) 6,833 8.833 (53.185) (11 (44,351)

156.691 (1,867) 154,824 3,632 158,456 - 158.456 16 801 ~97 519) , .739

S 75,753 5 3,895 5 79,348 S (3,632) $ 75,716 5 1,524 $ 77,240 $ (16,501) ($64,2~ ($3,646)

PAC t~ 65%



pIrr$FIELD AQUEDUCT COMPANY
Pro Forma A treonlO to Net Operating neorne
For The Twelve M~nth~ Ended December 31,2009

Proposed OetrIertl001
Schedule I

Attachment A
NauSea Asqainidon

Re City 01 Nashua A question xl Pennmhuuk Corporaxon
DenSer NO. OW 11-026

EutribS BJOI (2nd Supp).3
Page 4017

Reeoteae
I To recogrtzo ad~osttne8l 01 hoed anneal lev0000

retyur00000lto mccl Cay Bond olrhgation.
Total City Bond

Bond Interest Rote
Bond Period

Cathulated pro tab (or Bond 60060 on a
c005tanlpayptenl 0000 Constant bond role.
Calcr,Ioled as fetSowsn

FAG Pro Rate Share
l.ess~ Rate Stabiitaatioo Regerve

FAG Pro Rota Share tEch to)

Total FAG Pro ROta Share 101 Gtty Bond
Bonn tolereot Rote

Bond Pened

Pro Far,~
Ad(ustntento

P,o rome Cr.loekL?Orr at rotjoom:
P64W ESuntlv00080yttiSlGosl)
PEU Equrty (510112011)
PAC Eqraly(B/3112011)

P160/it & Sorrthwuod 01 CBFRR based on pro rota eqoity
P01.1% CBF’RR 50508 on pro rota equity
PAC 01 CEFRR boxed on pro rota equity

2 ldanagem00t Fee
Aliocafioa (torn Ce,pnrule
Protesslotot Fees B ServIces
060 InSurance
Aenuol Report Cool
AutdtorciSEC Legal Expense
Corp Governance t.ega7AST
Directors Fees S lMgnrCerp Entry
EDGAR FO1OgIN050AO S Other
01 A000abon to FAG

Aitocohro, from P5W?
Salaries
00005
Bentbts
Moorings 6 Cooventrons
Senior Management Vehide
%A0ooatinoto Poe

Total Management Fee

3 Depreciudon Expense
To ebr.irnate depredalion expense for equity related assets
purchased v.115 City Sued as part of dosing transaction
ala somposile depreciation rote at 2.57%.

4 AmortizatIon Expense
To provide fur’ arnortizadon expense ottitbutablO to
MAltA based on Tale and principal payment
Year One Astrorlizaoon Expense

Income TacoS
To r000td income taxes at a result of pro tenon
ad1usttneels to income statement.

BoO: Oraoa.o,00t rev 010ea000 0ur10 on current perOunsPr.a4000000.

2- 50,6773107 0774%
8,86~904 1090%

‘3 ~ 1,071,356 2 6801
O 64.597 259 100%

67.74% 3133,463.266
10.60% S 16,124,105

66% 5 2522,512
10000% 5152090,065

S (1,071,3101
757’s

S 2.522,512 (Sen tAut A, P1 1) S 1451,104
1,071,318 (Send) 30

S 1,451104 6.60%

$ (134271)
30.61%

S (132.339)
(86,479)
(24,965)

(210,060)
(32,053)
(25,052)
(74.427)

1.00% 5 (508,203) S (10,552)

5 (771.596)
(26,500)

(336,507)
(19.660)

(1 .860)
1.00% 0(1,156,203) S (20,852)

3 (31.364)

S (37,533)

O 06,60I

5 (53,105)

6.50%
30cc

$ 2,532,513
S 5.001,200

so
5 2.533,5 13

550%
310t.s

PAC t~ 6001



Re: City of Nashua Acqutsition of PenniCt~ack Corporation
Docket Na, OW 11-026

Exh(b(1 EJH (2nd Supp)-3
Page 5 of 7

Proposeg Sttlcm~ntPITTSFiELD AQUEDUCT COMPANY Schedule S
COMPUTATION OF RATE BASE Nashua Acquisition

For The Thirteen Months Ended December31, 2009 Prø Forma Adjustments

CITY
ADJUSTMENTS PRO FORMA PRO FORMANASHUAFinal Adjustment Final Rate Order FOR~PRO NASHUA RATE

OW 10.090 OW 10.090 ACQUISITION
RATA SHARE OF ADJUSTMENTS BASE FOP P1MMPro Forma MARA

Test Year
3,846,825

Description

OWIO-OSO, OCA 3.1 owio.oao. OcA 3.1

PROPOSED DATA 12 MONTHS WITH COMEINEO PROSTEP INCREASE
REQUESTS PROPOSED FORMEESTEPPRO FORMA

ADJUSTMENTS ADJUSTMENTS INCREASE FORMAADJUSTMENTS12131109 TEST YEAR

CBFRR APPROACH WIMARA.

Plar,tlnServ,ce $ S - ~ 3548825 5 114,526 $ 3,951,351 $ 3961351 S 3991,351
Ar~ustm6nt to Rate Base per Final Rate Orttor (7) (7) ITt
Accurn Deprec 1,036.132 1,036,137 2,050 1,038,192 1.038,182 1038.182

Acotmoeprec: Loss 114,504 114,504 114,504 116.504 114.504
Accurn Deprec COR 406 405 - 406 406 406

Municipal Acquisitron Regulatory Asset (MAFiA) 1,451 ‘194 1,451.194
ACcuni Amorl MAFiA ACIl -

CIAC 1.149.836 1.148,939 - 1,148,636 1.148,e35 1.148,636
Amact Of C~C

ADD:
Working Cap 111,754 (61.125) 50,629 - 50,629 80,629 (3,967) 45 762
Materials & Supphes 589 588 . 585 558
Pmpayments 7Y97 7,797 - 7.797 v.797 “.797
Ottrer & Deferred ChOrges 3.505 - 3.505 - 3305 3.505 2,505

S 123.644 S (61,125) S 62,519 S - S 62,519 S S 62,619 S - S t3,~67) S 58,652

DEDUCT: -

Customer Advances ‘ - - - - SO
Customer Deposits - - 53
OeferredinccrneTarc 194991 194,991 - 194901 104.991 S194,99~

S 194,991 S . S 194.991 S - S 194.991 S - S 164,991 5 . $ - 5 194991

TOTAL Rate Base s 1,562,035 S (61,126) 5 1,909913 S 112,476 5 2,013,389 S (7) $ 2,013,382 S 1451,194 S 13,8671 5 9,460,715
DEDUCT: Equity Related Assets - - (2,522.512) 1 (2,622.612)
ADO: Rate Stabilization Cesh Reserve
Total Rate Base: S 1~963038 $ (61,128) $ 1.990,513 S 112,476 S 2,013,389 S (7) 5 2,013,362 5 1,481,195 $ (2,526,379) 5 938,203

1. Includes the eliminston of MAFiA

PAC @6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit BJH (2nd Supp)-3
PageS of 7

PITTS FIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

I CASH WORKING CAPITAL
To reduce working capital as a result of O&M Expense
pro forms adjustments (Schedule I).

2 EQUITY DEDUCTION
To deduct pro rata share of assets associated with
cornmom equity to be purchased by City Bonds at
closing.

Pro Forma
Adjustments

To deduct all equity value associated With MARA

Total Equity Deduction

3 RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

S (1,451,194)

$ (2,522,512)

Less: Rate Stabilization reserve (Sch A. Attach A> 55,000,000
PAC Pro Rats Share 0.00% (1) S

(1) Pro Rats Calculation as follows:
Rate Base

PWtN Rate Base (DW1O-091, Per Final Order)
PEU Rate Base (12131/2009)
PAC Rate Base (OWl 0-090). Per FinSi Order)

S 56.677,987 /l~00.O0%
S 6,847,954 ~
S 1,071.318 -~0~0%
S 64,597.259 100.00%

($31,364) ____________

12.33% $ (3,867)

PAC @ 6.5%



Re City of Nusiwa Acqesoon of Permeiwdi Corporoten
OocitetNe OW 11-026

8055,1 SJH ~2n<i Supp)-3
Page 7 of 7

Proposed SettlementPittsfield Aqueduct Company, Inc. Schedule 4
Overall Rate of Return Nashua Acquisition

For the Twelve Months Ended December31, 2009 Pro Forms Adjustments

OWIO-090 NASHUA ACQUISITION - CBFRR

Weighted
Pro Forma Test MARA CBFRR Component Component Average

Capital Component Year Adjustment Final Rate Order Adjustmernt RSF Adjustment Adlustrnent Adjusted Amount Ratio Coat Rate Cost Rate

Long-term Debt 776.850 776,850 S 77&86O 75 28% 700% 827%

Short-term Debt 255,038 255,038 $ 255,038 24.72% 0.50% 0.12%

Preferred Stock - .. S - 000% 0.00% 000%

Common Equity ~- t07~13I8 1071.318 S 1,48l.1s4~- - ~ S(222~,~g~ I ~__O00% 7~

Overall Rate of Return S 2,103,208 S 2,103,206 5 1,451,194$ - $ (2,522,512) S 1,031,886 100.00% 5,39%

Original Filing 780%

Proposed Adjustment --ZZ0%

Notes;
I To eliminate common and MARA equity purchased by City Bond as part of the closing transaction.
2 The component cost rate (allowed ROE) with respect to any Common Equity in any future rate case

shall be equal to (I) ths most recent 12-month average of thirty-year United States Treassey bond
interest rates as derived ftOm the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates~, or a successor or equivalent publication, including the interest rate published on. or as close as
possible after, a date four months fotowing the proposed effective date of proposed changes in the
ulility’a rates as set forth in the rate firing, plus (ii) 3.0%. As art example, tile 12-month sverage including
September 2011 was 4.19%. so the formula allowed ROE would beT 19%.

PAC f~ 65%



PENNICHUCK WATER WORKS, INC.
COMPUTATiON OF REVENUE DEFICIENCY
For The Twelve Months Ended December31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026

Exhibit BJH (Rev 2nd Supp)-1
Page 1 of 9

Proposed Settlement
COMBINED INCREASE

Schedule A
911512011

1. Adjustments shown are those required to adjust PWW’s rate base and NOI to those aDproved In the DW1O-QS1 Rate Order

DWIO-091 r11514e.flQ’i rv~, ‘~~4 DWIO.091 .STAFF S-IS

$ 97,733,490 5

12 MONTHS WITH COMBINED PRO WITHOUT COMBINED PROPROPOSED DATA STEP INCREASE
PRO FORMA PROPOSED FORMA & STEP EMINENT FORMA & STEPREQUESTS PRO FORMATEST YEAR ADJUSTMENTS INCREASE FORMA DOMAIN COSTS INCREASE FORMA

ADJUSTMENTS (1) 12131109 ADJUSTMENTS (1} TEST YEAR RECOVERY TEST YEAR

(433,999) $ 97299,491 $

7.86% 0.09% 7.95%

-S

(52,593) $

-S

$ 7,677,233 5

S 5,312,859 S

$ 2,364,374 $

60.39%

S 3,915.175 S

$ 24,116.426 8

Consolidated Rate Base

RATE of Return

Income Required

Adjusted NOl

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues

Proposed Revenue Inc

Total Revenue

ADD: City Bond Fixed
Revenue Requirement
(Schedule A, Attachment A)

Total City Revenue:

7,733,642

5.260,266 5

2,473,376

City Bond Fixed RevenucRaquirametit

‘Final CITYOFNASNUA
Adjustment Final Rate Order ADJUSTMENTS CITY OFNASHUA
OW 10.091 DWIO.O91 FOR CBFRR. REVENUEAPPRQACII REQUIREMENT

3,307,877 $ l00,60T,368 8 (4,824,907) $ 95,782,481 5 (3,562,467) 5 92,219,994

7,95% 7.95% 0.03%

$

(127,644) S

S

7,996562

8,132,622 $

2,863.940

16.23%

$ 28,031.601

60.39%

S 4.095.672 $

- $ 24,116,426 S

$ 28,212,098

6 7,613,064

323.751 $ 5,456,373 $

S 2156.691

60.39%

648.736 $ 4,742,408 S

- 5 24,116,426

S

166,809 5

$

2.88%

7,362,859

5,623.182

1,739,677

(1,171,136) $

$

19,66% 4.86%

60.39%

3,571,272 5

24,116,428

14.81%

~687~

(49,775,965) 5 42,444,028

7,98% ‘.1.95% 6.04%

$ 2,563,619

(53,738,374) 8 1,884,605

$ 678811

60.39% 8030%

(690,535) 5 2,880,737 $ 1,124,045

S 24,116,426 $ 15062,011

-2.86% 11.95% 4.66%

$ 26,997,163 5 16,206,056

69,034.414

~, 25.240.471

PWWi~5.7%
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PENNICHUCK WATER WORKS, tNC.
OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

Re: City of Nashua AcquisitioO of Perrnichuck Corporation
Docket No. OW 11.026

Exhibit BiN (Rev 2nd Supp).1
Page 3 of 9

Proposed Sattlornant
Schodule I

Nashua Acquisition
Pro Forma Adjustments

8l1512011

(I) Pm Farnrc Ineurne Thuts catsulaned en totton.s~
Thed pro lanna rarluclon in operatkrn mquocms
Total Prnforn,e Renenne deer-new
Total Preferrea NOt helen Income tart

2e44,92a
3~.e34.414
m.tao.soei____________

engine 12.452121St *

‘ruegutine Income Taxes ned be OlISO by lanes en 005ihonat revenues tram revenue mlcroserely per Schmkdrrh

(2) Amflatthutlofl Expense nanocoted with City EmInent Domes Cost Reweerp over-SO years
(3) ElIminate Deprecioltno Enpenses fur Exutty relateS essets bought by City
(4) Etoninale Entree IdARAAmnmtIcatien Coyness AurErotobie In EOutty-RelaInd AssetS Asiabed by Cog

OWIO-DEl. OCA 3-1 DW10-09I, STAFF 3-13 LESS EMINENT DOMAtN

PRO FORMA 12 PROPOSED DATA 12 MONTHS WiTH STEP COMBINED WtTHOUT COMBINED
MONTHS REQUESTS PROPOSED 1NCREASE prio TEST YEAR 8. EMINENT PRO FORMA &
12131109 ADJUSTMENTS ADJUSTMENTS FORMA STEP PRO DOMAIN STEP12131109 ADJUSTMENTS FORRA TEST COSTS INCREASEYEAR RECOVERY FORMA TESTYEAR

$ 24.116.426 $ - S 24,116,426 9 - S 24,116,426 $ 24,116,426

698 - 698 - 698 693
365.288 (1.330) 363,936 - 363,536 363.936

24.482.389 (1,330) 24,481,060 - 24,461,080 - 24,481,000

3,337,933 (36,485) 3,301,448 55,760 3,397,199 3,357,199
1,379,179 (3,214) 1,375,965 - 1,375,985 1,375,965

574.394 - 374.394 - 574.394 574394
434,974 . 434.974 - 434,974 434,974

6,142,486 (42,904) 8,099,583 6,099,583 6,099,583

(1,476,315) 7,961 (1,468,354) . (1.468,354) (1.488.364)

Water Sales

Water Sales for Regale
Other Operating Revenue

Total Revenues

PrOduction Expenses
Transmission & Distribution Expenses
Engineering Expense
Customer Acct & Cotectiori Exp

Administrative & General Expense

Final Rate Order Adjustments

Inter Dlv Management Fee

Total Operating Expense

Dap ExplAcq Ad] Expense
Panortlzatlon Expense:CIAC

Amortization Expense: MARA
Amortization Expense

Gain on Disp/Utillly Property

Property Taxes

Payroll Taxes
Income Tax

Total Operating Deductions

Net Operating Income

(74,642) 10.318,019

(7,885) 4,062,652
(480,385)

10,392,652

4,070,540
(480,385)

495,585

2,674,109

520,118
1.496.6)2
8,773,879

55,750 10,373,760

80,768 4,143,420
- (480,385)

CITY OF CITYOF CITY OF
Final Final Rate NASHUA NASHUA NASHUA CBFRR

Adjustment Order MAltA ADJUSTMENTS APPROACH
OW 10-091 OW 10-091 ADJUSTMENT FOR CBFRR REVENUE

PER BOOKS APPROACH REQUIREMENT

24,116,426 (59,034,414) $ 15,082,011

696 698
383.936 __________________ 363,935

24,481,080 ($9,034A14) 15,448.645

3,357,199 3,357,199
1,375.956 1375,965

574,394 574.394
434,974 434.974

6,099,583 (1,125,625) 4,973,958

(166.809) (t66,809) (166,809)

_________ (1,468,354) (134.985) (1,603,339)

(166,809) 10,206.951 - (1,250,510) 8,946,342

4,143420 (1.529.376> 12) 2,614,045
(480,385) (460,385)

- - 984,36’( (984,361) 14)

(41.911) - (2) (41,911)

2,918,940 2,918,940

620.118 (54,044) 466,074
1,590,744 (2,452,012) (1) (861267)

- 8,050,927 984,361 (5,019,79)) 4,615,495

168.809 9.523.162 (986,3613 109 I’Srt(H’El I 5184 8128

(1,696)

169,984

(34,495)

125.905

- 10,373.760

4,143,420
- (180,385)

494,189

2,844,093

520,118
1.463117
8,902,784

- 494,189 (538,100) (41,911)

74,847

(83.722)
71.893

2,9)8,940

520,118
1.378,395
8,974,678

2,918,940

520,118
212,349 1,590244

(323,751) 8,550,927

5,312,859 (52,593) - ~ 64 132.622 323J51 6.486.373

PVA~’®5.7%



Propoted SloptetO
itictiock WatorWotko too Sdto4oTo I

Pro Formo Mj Rorertto to Nat ~proattr.q tormroa
par-rho Twptvo Moniti, EnrtOd Dec rTI,~OOS Porto I

NoIhoa Aoqortttton

~BFRR CBPRR
PrpPomr~ P,o P000*

A~Io,to’o0te ~rtTrnto,onIo

To rrv~ctnizP OTOSON of totOti oarwot r000rroa
.Iq0*rrlrrot to meW tTv 000ff

OIOS COY STort SjSf1~6SS
ftmot kilo PolO 5 70W

BndPtOtOtt
CoNniotoff pro rrmo ROC4Y 000*0400f!O1Y a

Coot totodos fotlowor
PWW Pro .%am SNOrt,

Less. Rota Sf55 2050ff ROSttOO S$~OSa.oco
P,Wl Pro ROW Strom~

0000 P%W Pm 004 at Ral roTor, Rortesro 553
Less COt CON RoermerO

Total t’OSW Pitt flatS ShOrt OWCRoTOtARS.
00,03 f~rtW 5)011

Rot, C0to40*tf 00 _________________
PWW S Scoftortod Sqoly S3I’°’~ ~ ~z” 5174%
PSdEqrmRS’~I1) $~ ~t5~4S~
POD Ertoip 015 (2Sf 1) ~ 5S~tS 65 o

004597,250 ~

prt’m&Nortss.pcrt 11 COFRR hor000ot pro ~oco0y .P7~740f 21451y55
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TI00080rtO
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Affmlrt S
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S c01~
(2ff OttO $ (33400)
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Cot~
_______ COO

POrtStOrt S (195000) $ 9,175 5 (140.526)
401 11 S i24.054) S 0,052 S ilo.SSdy
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000tot S 1R525) $ 555 5 fOOSI)
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OlOTaifo Life $ (ff1,251) S 2705 S (4520)
t.on~ T000 Corn S (5,297) 5 1.450 5

S (55420) 5 lOtS S (54.044)
Trotflrt5oCtorttatOrr S (174703 S - S ff7570) S (339.507)

S 119.600)

(1430)

S
&trirTrtlr0fktO 004 (2rtprror S

Lr00POSOW 7)oon
ToOrl Admiototn.ttvrr arid Gootrol .I.JL12i5001.

tOot (Np of Noslon milton of Pparror,00i. Cerporoltart
DoOStO 540 OW t’070

ErtifeW 0.154 (4tOZrOlOoppy4
4 rotS



Proposed Settlement
Pennichuck Water Works Inc Schedule I

Pro Forms Adjustments to Not Opereting Income Attachn’rent A
For The Twelve Months Ended December 3i, 2009 Page 2

Nashua AcquIsition
Wi512011

Pro Forms
Adjustments

Management Fee
Allocation from (orporate

Profosslonal Fees & Services (132,6391
D&O Insurance (86,479)
Annual Report Cost (24,~85)
AudltorsISEC Legal Exptinse (210.888)
Corp tOovemance Lega1IAST (3Z003)
DImCtQrS Fees & Mtgslsorp Secy (25,062)
EDGAR Flling/NASDAQ & Other ______

% to PWW 74.90%

AIlocati~n to Alfliiates
Salaries (771,59S~
Bonus (28.5013)
Benefrts 6.507)
Meetings & Conventions (19.6013)
Senior Martagemerrt Vehicle ___________

%toAItiliates 28.00% (1,160,2031 $ 304,1381

Total Management Fee $ (134,965)

Note
•Managementfes allocatIon based on currant percentage allocation.

Depreciation Expense
To eliminate depreciation expense for equity related assets
purchased with City Bond as part of the closIng transactron 20632 _____________

at a composite depreciation rate of 2.8%. 2.50% $ (‘1,829,375)

AmortIzation Expense
T~ provide for amortization expense on City Eminent Domain
Costs esfollowm
City Eminent Domain Costs
Amortization Period years 30

Amortization Expense
To provide for amortization expanse attpbutable to $128,453,268 (6th 1, Alit A, Pp 1) 373,832,736
MARA based on rate and principal payment 54.620.53~,(Scl, 4) 30
Year One Amortization Expense 673.832,736 6.70%

Income Taxes _________________

To record income taxes asa result of pro forma S (2,4$~Q1~
adjuptrrremfls to income statement

FINAL RATE ORDER NOt ADJUSTMENTS _________—

To record linal adjustments to Net Operating Income $ (166,909)
as approved in Rate Order OWIO-QOl

pWw ~ 5.7%

Re: City of Nashua Acquisition of Pennichucic Corporation
Docket No. DW I 1-326

Exhibit 8.11-1 (Rev 2nd Supp)-1
Page 5 of 9



Re: City ot Nashua AcqUisition of Pennidiuck Corporation
OOdcot NO.0W 11-026

Eefrtbit BJH (Rev 2nd Supp)-l
Page 5 o19

PENNICHUCK WATER WORKS,INC.
COMPUTAI1ON OF RATE BASE

ForTIrit Thfrlssre Months Ended December 31, 2000

Proposed Settlement
ScheduleS

NOSOUS AcQulsHlOfl
Pro Fornia Ad(ustments

814012011

DWIO.091. OCA 3-1

De~crtption
Pro FOrrna
Test Vest

12 MONTHS WIThPROPOSED DATA PROPOSED
REQUESTS ADJUSTMENTS

ADJUSTMENTS 12731109

DWIO-091, STAFF 5-13

COMBINED
STEP INCREASE TESTYSAR S

PRO FORMA STEP PRO
ADJUSTMENTS FORMA TEST

YEAR

Ptavrt to Service
Adjustment to Rate Base per Finol Rate Order
Accom Ocyrec

Accurn DepreC Loss
Accrue Depree: COR
Theoretical Reserve

ActruintiOn Adjustroerrl
Accrue tvrrorl Acq Adj

MonicipO) AcquisSon Regulatory Asset (MAltA)
Accrue Anton MARA Adj

C1AC
Airtort at CrAG

LESS EMtNENT DOMAIN

WiTHOUT COMBINED PRO
EMINENT FORWA 0, STEP Final

DOMAIN COSTS INCREASE Adjustment
RECOVERY FORMATEST OW 10.001

YEAR

Final Rate
Order

OW 10-091 5
Southwood

ADDr
Wodrie9 Cap
Materials & Suppues
Prepsid Expresses
Prepatd Property Taxes
Prepaid income Taxes
OtherS DebITed Chergea

__________ CEPRR APPROACH W1MARA
CITY

ADJUSTMENTS PRO P010084
FOR PWW’S PRO ACC)UISI1ION 81A3IIUARATESP,SE
RATASHARE OF ADJUSTMENTS FOR PWW

MARA

152,687.293

38,260.517
4,050,379
1,708.176

682.900
844.905
296.522

28,698,154
_iQ~2~

99,659,417

1,290,371
825,124
391,159

55,545

12,529,973
15,098,172

84,600
136,755

12,920,017
605,191
784,440
105,550

1,138.245
18.024.000
67.733.409

(421,445)

(7,888)

(413,358)

(9,203)

(11.438)
(20,641)

1433.899)

36252,429
4,000,579
1,708,176

88Z900
644,905
296.922

26,808,154
4,037,526

98,246,059

I,287,l68
625,124
391 1 551
55.545

12,519,535
15,017,531

64,000
138,756

12,920,917
655.191
784,440
105,550

1,138.245
16,024,099

87.299.491

OEOtJCT:
Customer Advances
Customer deposits & other
Delensti trrcorne Tax
Deterred Tax Linbilty
Unamort ITC
Deferred Rental Credits
UnlUruterJ FAn 105 and 156 Costs

48U4,450

(35.477)
2,277

185,763

4,129,603

6,674

9,874

829,000

828,000
3.307.877

38,215,952
4,052,053
1,693,969

882.900
944,905
208.522

26.898. 154
4.037,525

102,375,902

1,294,042
825,124
391,158

55,045

22,518, 535
15.084.405

54,000
139,756

12,920,817
855.181
784,440
933,550

1,155,24.0
18.852.059

100.807.359

157,170.553

38,215,952
4.052.655
1,693.989

992,930
544,905
296,522

25.898,154
4,037,526

190,375,092

1,294.042
625,124
391,159

58,545

t4.624,9177) 7,593,628
(4.824,907) 10,259,497

64.000
138,759

12,920,917
655,191
784,440
933,550

1.155.345
19852.099
65,782,451

(3,562,467) (3,562,467)
36.21 5,952

4.052,655
1,693.869

863,900
544,905
295,522

26.698.194
4,037,526

(3,562,407) 68,912,595

1,294,942
825,124
391,159

55,545

7,693,626
19,259,497

84,000
138,756

12,920.547
855,191
768.440
933,550

1.135,249
1199

92.21 9.894TOTAL. Rate Base
060I.tCT: Equity Rotated Asuels * MARA
ADD: City Eminent Domain Cost Recovery
AOl) Rate S’~”~’ r...n. 0~,..,,,.

Tote! Rule Base

1. htdudes the etiminaoon 0! MARA

157,170503
(2,592,467)
38215.952

4,052,653
1,582,969

852,905
844.905
256,522

73,832.736 73,932 739

26.096.154
4,037,525

— 73.632,756 - 172,645,351

(155,453) 1,130,506
925,124
301,159

55.945

7,653.679
(150433) 10,104,064

84,000
156,755

12.520.917
855, t91
784,440

1,135,245
16,652,099

j~)10S.697~9
(t28,453 298~ I ~‘28,452,268)

fY01 ‘.‘1011 OCr)
42.444.056

. . . . . . . (4.824907) . 12,562,4971 -. .

..~ 93,733,490 ~~ 3,587,077 ,,,00,697,368 14,8Z~~ 9S.782,4e~.,_,,jj~2~ ~‘Z1’~3~’ .J~8~2173~ . j23,6O8,70t)~’

PWWt~5.7%



Pennichuck Water Works Inc
Pro Forrna Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (Rev 2nd Supp)-1
Pane 7 of 9

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

911512011

CBFRR
wI MARA

Pro Fomna
Adjustments

$ (‘155A33)

$ (54,62&532)

$ ç73,832,Th6)

$ (128~453,268)

$ 5~OO0,O0O

FINAL RATE ORDER NOl ADJUSTMENTS
To record final adjustments to Rate Base
as approved in Rate Order DW1O-091

$ (3,562,467)

Final Adjustment
DW 10-091

GASH WORKING CAPITAL
To reduce worldng capital as a result of O&M Expenses (1,260,610)
Pro Forma Adjustments (Schedule 1). 12:33%

EQUITY DEDUCTION
To deduct pro rate share of assets associated with
commorn equity to be purchased by City Bonds at
closing.

To deduct all equity value associated with MARA

Total Equity Deduction

RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

Less: Rate Stabilization Reserve (Sct~e~ulo~i> $5,000,000 (1)
PW~AI Pro Rata Share 100.00%

Total PWW Pro Rate Share for City Bond

(1) Pro Rate Calculation as follows:
Rate Base
PWW (0WI 0-091, Per Final Order)

PEU (A~ of 1213112009>

PAC (OWIO-OSi, Per Final Order)

$ 56,677,987
$ 6,647,954
$ 1,071,318 ~

$64,697,259 100.00%

DEFERRED DEBITS
To provide for City Eminent Domain Costs that will be amortized over 30 years S.

Pww l~ 5.7%



Re: City 01 Nashua Acquisition of Pennichuck Corporation
Docket No, DW 11-026

Exhibit BJH (Rev 2nd Supp)-i
Page SolO

Ponnichuck Water Works, Inc.
Overall Rate of Return

For the Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule 4

Pro Forma Adjustments
9!15!201 I

NASHUA ACQUISII1ON CBFRR
Wölghted
Average

COst Rate

6.04% 6.d4%

o.oo4~ 0.00%

0.00% :

2

Final Rate Order- DWIO-091 7.98%

Notes;
I To eliminate common and MARA equity purchased by City Bond as part of the closing transaction.
2 The component cost rate (allowed ROE) with respect to any Common Equity in any future rate case

shall be equal to (I) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, 1-1.15(519). ‘Selected Interest
Rates”, or a successor or equivalent publication, Including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

CBFRR Pro Forma Adjustment ______

Capital Component

Long-term Debt

Short-term Debt

Preferred Stock

Common Equity

Overall Rate of Return

DWIO-091, OCA 3-1 Component
Filed Final Rate MARA RSF CBFRR Adjusted Component Cost

Amount Adjustment Order Adjustment Adjustment Adjustment Amount ~jo

$ 51,855,007 $ (2,301,100) $ 49,553,907 5 49,553,907 100.00%

- - - 0.00%

- - - 0.00%

~~4M2U~32~. - $ 54,620,532 $ 73,832,736 J~--~”,. $ (128,453,268) 5- 0.00%

$ 106475539 $ (2a01 100) $ 104I74~439 $738~ $1284.5326~,~S49SS3SOZ.~. 10900% 6.04h

PWW@5.7%



Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No DW 11-026

Exhibit BJH (Rev 2nd Supp)-1
Page 9 of 9

Schedule 4
Attachment A

Pro Forma Adjustments

Outstanding Debt
Funded

51,855,007

All In Annual
Cost
3,077,604

Funded
Effectve Rate

5~94%

Reference
Staff 2-22 SRF Step Additions Debt

SRF Step Additions Interest

Revised Debt and Interest

3.728%

Original Revised
2,424,100 123,000

90,370 4,586

(2,301,100)

(85,785)

$ 49,553,907 $ 2,991,819 6.04%

Proposed Adjustment $ (2301.10Q~

Original Filing $ $

PWW~5.7%



PENNICHIJCK EAST UTILiTY, INC.
COMPUTATION OF REVENUE DEFiCIENCY

For The Twelve Months Ended December31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Pa9e 1 of7

Proposed Settlement
Schedule A

911512011

COMBINED PRO CITY OF NASHUA CITY OF NASHUA
FORMA TEST FOR CBFRR REVENUE

YEAR APPROACH REQUIREMENT

14,290,910 $ 14,290,910 $ (6.879,610) $ 7.411,300

7.60% 7.60% -2.93% 4.67%

$ 1,086,109 $ 1,086,109 $ 346.108

733.284 $ 733,284 $ (439,240) $ 294,044

$ 352,825 $ 352,825 $ 52,064

60.39% 60.39% 60.39%

584,244 S 584,244 $ 86,213

5,649,492 $ 5,649,492 $ 4,515,447

10.34% 10.34% 1.53%

6.233.736 $ 4,601,660

$1,134,045

$ 295,242 $ 295,242

$ 6,528,978 $ 6,030,947

$ 6,233,736 $

Notes:
(1) Eliminate Capital Recovery Surcharge Assets arid related revenues arid depreciation expense.

(2> Water Revenues are reflected without Capital Surcharge Revenues

PRO FORMA
TEST YEAR ADJUSTMENTS

(1)(2)

PRO FORMA TEST
YEAR

• City Bond Fixed Revenue Requirement
_______ (cBFaR)

Consolidated Rate Base $ 18,937,424 $ (4,646,514) $

RATE of Return 7.60%

Income Required $ 1,439,244

Adjusted NOI $ 911,114 $ (177,830) $

Deficiency $ 528,130

Tax Factor 60.39%

Revenue Deficiency $ 874,532

Water Revenues (2) $ 5,944,734 $ (295,242) $

Proposed Revenue Inc 14.71%

Total Revenue

ADD: City Bond Fixed Revenue Requirement (Schedule A, Attach A)

ADD: NC Capital Surcharge Revenue

Total Revenue:

PEU @ 5.7%



PENNICHUCK EAST UTIL~~Y, INC
Pro Forma Adjustments to Revenue Requirement
For The Twelve Months Ended December 31, 2009

I Revenue
To recognize adjustment of fixed annual revenue
requirement to meet City Bond obligation.

Total Crty Bond $ 152099885
Bond Interest Rate 5.70%

Bond Pedod S

Calculated pro rota for City Bond based on a
constant payment and a constant bond rate.
Calculated as follows:

PEU Pro Rats Share
Less: Rate Stabilization Reserve $ 5,000,000

PEU Pro Rota Share (Sch 3, Attach A)~

Total PEU Pro Rata Share for City Bond
Bond Interest Rate

Bond Period

Notes:
fl)~o Rats Calculation as follows:
PWW & Southwood Equity (8/31/2011)
PEU Equity (8/3112011)
PAC Equity (8/31/2011)

PV’M’ & Southwood % CBFRR based on pro rota equity
PEU % CBFRR based on pro rata equity
PAC % CBFRR based on pro rota equity

$ 16,124105 (1)

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Page 2 of 7

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

9/1512011

$_____

$ 16,124105
5.70% ______________

30 yrs $1,134,045 (2)

87.74% $ 133,453,268
10.60% $ 16,124,105

1.66% $ 2,522,512
100.00% 5 152,099,885

Pro Forma
Adjustments

30 yrs

$~ 5~577,9B7
47~;954~

S $SS~ ~~z~:si8~
5 64,597,259

87.74%
10.60%

1.66%
100.00%

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
calculated below and depreciation expense associated with equity related assets per Schedule 1,
Attachment A, page 2.

Total Interest Payment on City Bond Cyear one) $8,669,693
PEU Pro Rata Share 10.60%

PEU Pro Rata lnterest Benefit $ 919,074

PEU ~ 5.7%



Re: City of Nashua Acquisition of P~nnichuck Corporation
Doci<et No. DW 11-026

Exhibit BJH (2nd Supp)-2
Page 3 of 7

PENN1CHUCK EAST UTILITY, INC.
OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule ‘I

Nashua Acquisition
Pro Forma Adjustments

CBFRRAPPROACHWIMARA

911512011

Production Expenses

Transmission & Distribution Expense
Customer AccO 8, Collection Exp

Administrative & General Expense

Inter Div Management Fee

Total Operating Expense

Depreciation ExplAcq 441 (Credit)
Amortization Expense: CIAC
Amortization Expense: MARA
Amortization Expense
Amort Utility Plant Adj

Taxes Other Than Income Tax
income Tax

Total Operating Deductions

Net Operating Income

461 & 462 S 5.005,656 S
471 32269

601 to 652
660 to 678 &

926.1
90210 90-4

920 to 950

930

403/406
405

407
406

408,1
409 to 410

Notes:
(1) Eliminates tOe depreciat,or, end amorlizaen eepertse associated wOti MottO Count~’ Cap’tal Recovery SUrCItSrge.
(21 Pro Fotma ln4Ome Taxes c tculsted as lOlOwo:
City Bond Revenue Requreusma S (1,134.045>

Reduced operating expenses anti deductions S 406,706

NOt proforma adjustments before screen taxes S (727.3391

lnc~rneTaees 39.61st S (288,089)

‘Negative Income T556s wIt be offset by taxes on adialIslal revenues from revenue detcicncy per Schedt.7a A.

(3) Ettmk,ate Depredaliop Ezqteris~s for Equity related assets bou9ht out by City
(4) E5’einato Entire MAltA Amortizayce Expense Actitautabte to Equity-Related Assets Acquired b7 City

PENN1CHUCK Pro FormaAccount EAST UTILITY, North Country Adjustments (1)
Number INC.

Water Sales
Ottler Operating Revenue

Total Revenues

CI’IYOF NASHUA CITY OF NASHUA
COMBINED MA A ADJUSTMENTS CBFRR APPROACH
TEST YEAR ADJUSTMENT FOR CBFRR REVENUE

PER BOOKS APPROACH REQUIREMENT

1.137,272

329,977
140.501

96772

221,083

160.100
41,563

26,749

1,261,643 292,644

939,078 S (295,242) S 5,649,492 ($1,134,045) 3 4,515,447
8,69~ 40,960 40960

5,037,925 947.765 (296.242) 5,690,452 5 (1,134,045) 4,556,407

13~8,356 1,358,356

490,077 490,077
182,064 182,064

123.521 123,521

1,554,487 (256.736) 1,297,751

3,708,505 - (256,736) 3.451,769

589,817 (‘(49,970) (3) 439,847
(168936) (168,936)

3123.672 (123,672) ~4) -

59.501 59,501

543,506 543,506
224,775 ~288,098~ (21 c63,324)

1,248,663 $ 123,672 $ (5&1,742) $ 810,594

733.284 S (123.6721 ~ (3’lS.SSSI S 294.044

2.966,366 742,139 -

579,015 122,593 (111,791)
(157,454) (11,864) 382

56.728 6,776 (6,003)

467,122 76,384
305,688 (80,913)

S 1,253,099 $ 112,976 $ (117,412) $

S 818,460 $ 92,654 $ (17T,830) $ -

PEU ttiJ 5.7%



Proposed Settlement
PBNNICHI3GI< EAST IJ11LITY, INC. Sh000to I

Pro Forma Adjuntrnents to Net OpnratIn~ Incomo Atnobmeort A
Pot The Twetne Months Endod 0000mber3l. 2009 Nashua Aeqr.mNttion

971 512011

Pen Fomla
Adjantmnen5s

1 Rcvenue
(a recorjrdze adlosiment of toed annutl rcv600e
teqs~rnrnent to meet C~1y Bond obtlpohorr.

Tond Ct7 Bent S. 459.00009.’
Bond toierest Rote 5.79%

BOottPeriod 30 n.m
Ca10nlatndpoe rota the Crty Bond based o,m a
OrOlrSravtpaynmnrtf 0004 000stwtf 0009 sOb.
Catcolared an fnllowsr

P813 Pro RataSharo S 15,124.103
Loss; Rate Stabilicot,nn Res~ret S 5003.000

P813 Pm Rota Shore (5dm 3, AtwcbA) _______

S -
Total PELt Pro Rota Strom lorCrty Bond 5 16.124.705

8009 tnterent Rate 5.70%
Bond P0600 30 you. __________

5 1.130.045

Pm Rate Colt~latt~n 05 tOIlOe,ot
PWW B SOOIIIW009 89 ly (01212011) 8 56 BT’08T 8774 L
PEtJEquty(813112011) 5 0847854 1050%
PAC Sqorlty (8131t201 15 ~ 1.66%

5 84.507209 100.00%

P50W 6 Southwnort% CBFRR SantO on pro rota eqarty 87.74% S 133.459.288
P813% CBFRR banelt cr1 pro rota equity 106015 S t6,124,105
PAC 15 CBPRR basnrton pro rota equity 1.66% S 2,522,512

107.00% 51533)99,855

2 tdarlagofllenl Fee
.05da4t~rm from Corporate
PfOf000irolal Peon &Servr~eo (732,330)
080 f000taro)6 (06.479)
Mona) Report Cost (24865)
AoditolsfSEC Le5at Eopenee (219.8)9)
Corp Gonemance LegstfdST (32,053)
Etirect000 Ftes B MttjvlCoep Seqr (25,852)
EDGAR F6ngJNASDAO 8 Other (74,427) __________
%McCOtin,mtnPEU 15.00% 3 (586,203) 5 (87.930)

A5da500 0007 P~W
Sotartec (711.598)
BOnus (28.500)
Benntts (339,507)
Meelln9o &Csn’rent,ons (19.800)
Sentcr ManagomerrtVohdcto (1.000) __________

%A0000ttOrllOPSU 14,60% - (1,156,303) 6 (169.006)

5 (256.738)
3 Anrorttzetiun EspOnne

To provide for orrmnnlrzottun cop001e altnbrmtabte 10 S 16.124.105 (5501, 9)88) 5 0,276,151
MARe, baSed an rote and princIpal payment 0,847.954 (SoS a) 30 ___________

Year One Amortioatiun 8000980 S 9278,157 5.70% 5123.672

4 Deprmrcbtlan Expense
To eliminate depredation enponno foe oqaity tOtatod
ausdop ndv0509rorrirC1000098sporrot8rodo 09 5 6847939 ltn t ________
transaction ala corrtpositc depreciotiun rOles *12.70% 2.1074 5 140,670

S trtooroe Tacos
To record i~oorna ta000 050 moon of pro turora 5 (727.339) ____________

ad~ustmcrrts to income Stotcmnnnt. t0O~ r) 3961% S (298099)

Natm
‘Monagonrnnt Inn atinodmon based on current Rn1005t000 atl00080n.

PEtJ @5.7%

Re: Cit1 cml Nantloa Mgios,bun at Pennictrucim Corporotion
DorLet No. OW lt-526

ExtrttrO 8tH (200 Smrpp)G
Po~e4of7



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Page 5 of 7

Proposed Settlement
PENNIC1IUCK EAST UTiLITY, INC. Schedule 3

COMPUTATION OF RATE BASE Nashua Acquisition
For The Twelve Months Ended December 31, 200 Pro Forma Adjustments

9/1512011

CBFRR APPROACH W/MARA
CITY

PEN NJCHUCK Pro Forma ADJUSTMENTS PRO FORMA
EAST UTILITY, North Country Adjustments COME~NED TEST FOR PEU’S PRO ACQUISITiON RATE BASE FOR PEU

- INC. (1) RATASKAREOF ADJUSTMENTS
Desemption MARA

Plant in Service $ 38,774,582 $ 5,705,899 $ (4550,906) S 39,929,575 $ 39,929,575
Accum Deprec 7,781,193 294504 (271,782) 7,803,915 7803,915

Accum Deprec: Loss 927493 192.960 (272,509) 847.944 847,944
Accum Deprec: COR 30401 87,138 117,539 117.539

Acquisition Adjustment 10,468,179 10468,179 10,468,179
Accum AmortAcq Ad; 2,487,151 2,487,151 2,487,151

Municipal Acquisition Regulatory Asset (MARA) 9,276,151 9,278,151
Accum Amort MARA Adj -

CIAC 8,807,342 32,770 (14,096) 8,826,016 8,826,016
AmortofClAC 875,827 12,193 (423) 887,597 887.597

16,038,740 5670,916 (4,537,960) 17,171,696 9,276,151 - 26,447,848
ADD:
Working Cap 365,753 91,506 457,259 (31,656) 425,603
Matenals & Supplies - 925 925 925
Prepayments 90,684 10,403 101,087 101,087
Other & Deferred Charges 512,492 117,688 (108,554) 521,626 521.626

968,929 220,522 (108,554) 1.080,896 - (31,656) 1,049,241
DEDUCT:
Customer Advances - - -

Customer Deposits 2,063 2 2,065 2,055
Deferred Income Tax 3288,402 585,642 3,874,044 3.874,044
Deferred Gain on Loans 85,574 - 85,574 85,574

3,376,039 585,644 3,961,683 - 3961.683
TOTAL Rate Base $ 13,631,630 $ 5,305,794 $ (4,646,514) $ 14,290,910 $ 9,276,151 $ (31,656) $ 23,535,405
DEDUCT: Equity Related Assets $ (16,124,105) 2 $ (16,124,105)
ADD: Rate Stabilization Cash Reserve - $
TOTAL Rate Base $ 13,631,630 $ 5,305,794 $ (4,646,514) $ 14,290,910 $ 9,276.151 $ (16,155,761) $ 7,411,300

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.
(2) Includes Elimination of MARA

PEU @ 57%



PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Rate Base

For the Twelve Months Ended December 31 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (2nd Supp)-2
Page 6 of 7

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9/1512011

Pro Forma:
Adjustrrients,

$ (6,847,954)~

$ (9,276,151)

$ (16,124,105)

(1) Pro Rata Calcuaftion as follows:
Rate Base

PWVV & Southwood Equity (8/31/2011)
PEU Equity (8131/2011)
PAC Equity (8/31/2011)

$ 56,677,987 “1~0G%
$ 6,847,954 :
$ 1,071,318
$ 64,597,259 100.00%

$ (31,656)

I CASH WORKING CAPITAL
To reduce working capital as a result of O&M (256,736)
pro forma adjustments. (Schedule 1) 12.33%

2 EQUITY DEDUCTION
To deduct pro rata share of assets associated with
common equity to be purchased by City Bonds at
closing.

To deduct all equity associated with MARA

Total Equity Deduction

3 RATE STABiLIZATION GASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

Less: Rate Stabilization Reserve $ 5,000,000
PEU Pro Rata Share 0.00%

Total PEU Pro Rata Share for City Bond

PEU ~ 5.7%



Re: City of Nashua Acquisition of Pennichuck Coiporatiori
Docket No. OW 1 t.026

Exhib~l 8JH (2nd Supp)-2
Page 7 of 7

Proposed Settlement
PENMCHUCK EAST UTIUTY, INC. Schedule 4

Overall Rate of Return Nashua Acquisition
For the Twelve Months Ended December 31,2009 Proposed Adjustments

911512011

NASHUA ACQUISITION - CBFRR

Weighted
Pro Forma Test MARA RSF CBFRR Adjusted Component Component Average

Capital Component Year Adjustment Adjustment Adiustment Amount Ratio Cost Rate Cost Rate

Long-term Debt $7,856,291 $7,856,291 100.00% 467% 4~67%

Short-term Debt - $0 0.00% 0.00% 0.00%

Preferred Stock - $0 0.00% 0.00% 0.00%

Common Equity 6,84795~I.~ $ 9,276.151 ~ ~-~- $ (16.124,105) 1 - 0.00% 7,19% 2 0.00%

Overall Rate of Return $ 14,704,245 $ 9,276~1SI $ - $ (16~124,105) $ 7,856,291 100U0% 4.67%

Authorized ROR 7.60%

Proposed Adjustment .2.93%

Notes:
I To eliminate common and MARA equity purchased by City Bond as part of closing transaction.

2 The component cost rate (allowed ROE) with respect to any Common Equity in any future rate case
shall be equal to (I) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as Close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate fifing, plus (ii) 3.0%. As an example, the 12-month average including
September2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PEU@57%



PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31. 2009

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11.026

Exhibit 8JH (2nd Supp)-3
Page 1 of 7

Proposed Settlement
COMBINED INCREASE

Schedule A
911512011

DWIO-090, OCA 5-1
12 MONTHS

PROPOSED DATA WITH
PRO FORMA REQUESTS PROPOSED
TEST YEAR ADJUSTMENTS ADJUSTMENTS

12131 109

(61125) S 1.900.913 S

7.60% 7.60%

DWIO-090, STAFF 3-5
STEP INCREASE COMBINED PRO

PRO FORMA FORMA & STEP
ADJUSTMENTS INCREASE FORMA

(1) TEST YEAR

1FinaI
Adjustment
OW 10.090

1. Adjustments shown are those required to adjust PAC’s rate base and NOl to that which was approved in the OWl 0-090 order

Consolidated Rate Base S 1.962.038 S

RATE of Return

Income Required

Adjusted NOl

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues

Proposed Revenue Inc

$ 149023

$ 75,753 S

S 73,270

60.39%

S 121,328

S 607,133 S

S 144,380

3.595 S 79,348 S

S 65,032

60.39%

S 107,686 S

126 $ 607,259

City Bond Fixed Revenue Requirement
{CBFRR)

Final Rate CITY OF NASHUA CITY OF NASHUA
Order FOR CBFRR REVENUE

DW 10-090 APPROACH REQUIREMENT

112,476 S 2,013,389 S (7) $ 2.013.382 ($1,075,185) $938196

7.60% 7.60% -2.20% 6.39%

S 152,923 $ 152,922 $ 50,601

(3,632) S 75.716 5 1.524 S 77.240 (571,573) 55,668

S 77,207 S 75,682 S 44933

60.39% 60.39% 60.39%

20.161 S 127,847 S (2,525) $ 125,322 $ 74.405

- S 607,259 5 607,259 S 429.845

3.32% 21.05% -0.42% 20.63% 12.25%

$ 732,581 $ 504,250

$177,414

S 681,664

19.98% 17.73%

S 714,945Total Revenue S 728,461

ADD: City Bond Fixed Revenue Requirement (Schedule A, Attech A)

Total Revenue:

5 735,108

PAC ~ 5.7%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-025

Exhibit BJI-I (2nd Supp)-3
Page 2 of 7

PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31, 2009

Revenue
I To recognize adjustment of fixed annual revenue

requirement to meet City Bond obligation.
Total City Bond
Bond Interest Rate
Bond Period

:S2~98$5~ (i)
5.70%

30 yrs

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

9/1512011

Pro Forms
Adjustments

Calculated pro rats for City Bond based on a
constant payment and a cOnstant bond rate.
Calculated as follows;
PAC Pro Rata Share
Less: Rate Stabtflzation Reserve
PAC Pro Rats Share (Scit 3,Attacli A)

Total PAC Pro Rata Share for City Bond
Bond Interest Rate
Bond Period

Notes:

$ 5,000,000
$ 2,522,512

so
S 2,522,512

5.70%
30 yrs $177,414 12)

(1) Pro Rats Calculation as fotows:
PWW 8~ Southwood Equity (8131/2011)
PEU Equity (8/3112011)
PAC Equity (8/31)2011)

PWW & Southwood % CBFRR based on pro rats equity
PEU % CBFRR based on pro rats equity
PAC % CBFRR based on pro rata ecuity

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
calculated below and depreciation expense associated with equity related assets per Schedule 1,
Attachment A. page 2.

Total Interest Payment on City Bond (year one) $8,669,693
PAC Pro Rata Share 1.65%

PAC Pro Rats Interest Benefit $143,753

— S. 56,57’~,9S7-
s~,847g54.

S 64.597.259

87.74%
10.60%

1.66%
100.00%

87.74% S 133,453,268
10.60% S 16,124,105

1.66% $ 2.522.512
100.00% $ 152,099,885

PAC © 5.7%



Re: City of Nashua Acquaxi:on of Penn:clwch Corpora~on
Doctet No. OW 11.026

Etcrlibut BJK (2nd Supp}-3
Paçt~3of 7

Water Sales
Other Operating Revenue

Total Revenues

Production Sapensee

Transmission & Distribution Expenses
CuetomerAcot & Collection Exp
Administrative 4 General Expense
Final Rate Order Adjustments

Inter Div Management Fee

Total Operating Expense

Dsp ExplAcq Ad) Expense
AmOrtization Expense:CIAC
Amortrzaten ExpensE MARA
Amortization Expense

Property Taxes
Income Tax

Total Operating Deductions

Net Operating Income

Notes:
(1) P~ Forma income Taxes caicutaled as toilewx
City Bend Revenue Requivemeal
Reduced OpevaIaO expenses and deductions
NOl protornia ad1utUnent~ Sabre income taxes
Income Taxes

PITTSFIELD AQUEDUCT COMPANY
OPERATiNG INCOME STATEMENT

For The Twelve Months Ended Doeombor 31, 2009

Nnyalivc Income Taxes mill be offset by taxes on aOclSceal revenues from revenue deticiency per Schedule 5,.

(21 ENrirrale Oaprovusan Expenses far Expirly mated asanle 5aug51 out by Clay
53) Evuieura Entire M~R5, p,mencraleu E.q,evsnaeymdxlie lx Equty.Retevd Auuvts Aepited tyOdy

Proposed Settlement
Schedule I

Nashua Acquisition
Pro Fortes Adlustrayents

9112(2011

DW1O.090, OCA a-I owio-oso, OCA 3-f

12 MONThS COMBINED PRO
PRO FORMA PROPOSED DATA WITH STEP INCREASE PORMA & STEP
12 MONTHS REQUESTS PROPOSED PRO FORMA INCREASE

12131109 ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS FORMA TEST

CBFRR APPROACH W/MARA

CITY OF NASHUA CITY OF NASHUA CITY’ OF NASHUA
Final Adjustment Final Rote Order MARA ADJUSTMENTS ~t:m CBFRR APPROACH

OW 10.090 OW 10.090 ADJUSTMENT PER CBPRR APPROACH REVENUE
8001<6 REQUIREMENT12131/09 YEAR

s 607,133 3 126 5 607,259 S - $ 607.259 S 607,259 (6177414) S 429845
5.429 5,429 - 6.429 5.429 5,429

612.562 126 612.688 - 612,688 612,688 - (177414) 435.274

06.302 - 86,362 - ae,sas ee,~az 6I3,3e2

52.376 - 52.376 - 52,376 52,376 52.376
19,953 - 19.953 - 19,953 19,953 19.963
61,371 (1,364) 60,007 - 53,007 60,007 60,007

(1.524) (1.524)

160,026 (238) 159.788 - 159,788 159,786 (31.364) 128,424

380.118 (1,602) 378,516 - 378.516 (1,524) 376,992 - (31 364) 345,628

86,086 - 86.086 2,050 88.136 88,136 (27,533) ~ €0603
(24.146) - (24,146) - (24.146) (24,146) (24,146)

l9.34~ (10.348) (5) -

4,458 - 4,458 4,458 4,458 4,453

81,437 (4.225) 77.212 3,964 81,176 81,176 81 17€
8,857 2,358 11,215 (2,362) 8,833 8,833 (46,945) II~ (36.111)

156.691 (1,867) 154,824 3,632 158,456 - 158,456 19348 (93,825) 83.979

S 76~75a $ 3,595 $ 79,348 $ (3,632) S 75,716 5 1,524 5 77,240 5 (19,349) ($52r22SL

S /177.414)

658.297
S 1118.517)

39.61% S (46,945)

PAC @57%



P)TTSFtBLD AQUEDUCT COMPANY
Pro Porena A (ustrtsrrnts to Net Opnratanp Income
For The Tareton lOontho Ertded O~cetober 31, 2658

Reverore
I To recogn~zc adptslreent xl bead anonat revnrree

requirornont to meet C(Sj Bond ob000tton.
Total City Bond

Bond Interest Rate
Bond P660<1

Ca6uiutndpro ttta (a Cdyaorttioosnd arIa
cnnsianlpayrnent altf a ccnlstOnl b006tate.
Caicalatodas (Olloa’s:

PAD Pro Rota Soore
Le5n~ Rate StabSmolten Reeetve

PAD pro Sate S06re (Salt 3.A)

Total PAC Pro Rota Shorn for City Bond
Bond tnterest Rate

Bond PeriOd

Pta ((nra Colcuiarlon as follows ________
pww a SoxOtnnori Ecat~ (rJ131J1J1t)
PEU Eqariy (8.3112(111)
PAC Etttiaa (813112(111)

PWSV S Soutrrwood it CBPRR based on pro rate e~o.tp
PEU it CBFRR based on pro rota eqoty
PAD ‘A C8FRR based on pro rOta eqcely

2 Management Fee
A%catinn Stop CO<yuorala
Prolesslonot Font S Serroces
050 tosurance
8~useat Report Cost
&laltorslSEC t.egal Expanse
Corp Gosarnance I.egatIAST
Oreclors Fees S Utgt)Corp Snap
EDGAR Fdn~iNASOAQ S Outer
it AlIocatort to PAC

Afoxalron froa,PWN
Satanes
BOnus
Bonnlttt
Mett.ngs & Connept.xns
Senior %tona5eenent VeNal.
15 Anocehon to Pan

Total Management Fee

Onpreciatios Expense
To elImloato depreda5rr. eopense for oquIy rotated assets
porctrascd~dG Cty Bond as pall or dxx giransaGr,rt
at a cor050sne doprnciabatl rate at 2.57%.

4 A,aortiontton Expense
To pmnxte tar an’rtnizalinn enpenne sGibatabN to
MA.°.A based on rate and princopot poornent
Year One Amortrcasnn Expense

O income Taxes
To record 050me taxes as a InsoCI 01 pro forma
adjasnnetn.s to income statement

tfOtt’t4fl.O,nwnrftn alocaann bx.n4 ox cxrr*rt porennuoltouxnon.

‘~:•S,15Z008;8S8.
5.70%

30trs

$ 5,000.600

go
$ 2.522.512

5.70%
30 r.

‘$:‘,:‘so.G,rio3~ 87.74%
S SEx?,S5~6 380°.

11~3~’ 1.06%
S 64.507.258 100%

87,74% S 733.453,208
10.8<90 5 ‘tb,lZd,tOS
1.66% S 2,522.512

100.00% S 152.099,805

Proposed Sotitoroent
Schedule I

Attaotnment A
Noshaa Aoqst,ttlon

9t1 012011

PrO Forma
Adjautmorrts

$ (122.239)
(88,479)
(24.885)

(210,850)
(32.01.3)
(25,082)
~74,427)

1.80°. 5 (598,201) 5

$ (771,590)
(20,500)

(326.507)
(10.600)
(1,000)

1,80% * 5(1.158.203) S

(1,571,310) _____________

2.57% $ (37,533)

S 2.522,512 (5001, Attr~A, Pp 1) 1.451,184
1,071,318 )Skrrd) 30 ____________
1,451,184 5.7015 0 18,340

S ((15,517) ____________

39,01% 5 (46,945)

lb CrIp of tfachpa Apeels.hon 51 Penn.clnscb Co.’ynraonn
Oxotret No. OWl 1.028

Exlsb.t BJI-i (2nd Sapp)-3
Page 4017

S 2,522,512

0277,416.08

((0,552)

(50.812)

5 (31,384)

FAD (8 5,7%



Re: Cit7 of Nashua Acquisition of Pennichuclt Corporal ion
Docket No. OW 11-028

Exhibit BJH (2nd Supp).3
Pages or 7

Proposed SelliemestPITTSFIE9.0 AQUEDUCT COMPANY SChedule 3
COMPUTATION OF RATE EASE Nashua Acquisition

For The Thirte6n Months Ended December31, 2009 Pro Forme Adjustments

911512011

CBFRRAPPROACIIW,MAItA

CITY
ADJUSTMENTS PRO FORMA PRO FORMAFinal Rate Order FOR PWW’S PRO ACQUISITION NASHUA RATE

RATA SHARE OF ADJUSTMENTS BASE FOR P1,WI
Pro Forms MARA
Test Year

3,866.525
Description

OWIO-OtlO, OCA 3-1 DW1O.098. OCA 2.1

12 MONTHS WITH COMBINED PROPROPOSED DATA STEP iNCREASE
PROPOSED FORMA & STEPREQUESTS PRO FORMA

ADJUSTMENTS INCREASE FORMAADJUSTMENTS ADJUSTMENTS
1201709 TEST YEAR

Final Adjustment
OW 10-090

FteotmSetvEe S - 5 3.646,025 $ 114,525 5 3,951,351 $ 3.961.351 $ 3961,351
A6;usLmenl 10 Rate Base per P11121 Rate Order (7) 17)
Accum Deprec 1.036132 1036132 2,080 1,038,162 1,030,192 1028182

AccurnDepreo Loss 114,504 114,504 - 114.504 114,504 114504
Accurn DepreC COR 408 406 406 408 708

Municipal AcquisliOn Reguffilo~y Asset IMARA) - 451 194 1,451.194
Accum ArtlOrl MARA Mi - -

CIAC 1.148.836 1,148,638 - 1,145,838 1,146,636 1,148835
PjnortorclpC 256,418 286,410 - 266,418 255,419 256.418

5 2,033.385 S - S 2.033,385 5 112,476 $ 2.145.661 $ (7)5 2.145,854 S ‘1451,184 S - S 2.597.354

ADD: -

wor1dn~Cap 111,754 fOl,125) 50.528 - 50,629 50,629 (3,8621 457e2
Maleriats 8 Supplies 588 588 - 588 688 508
Pcepaymenls 7,797 7,797 . 7,797 7,797 797
Other & Delerred Charges 3.505 3505 - 3.505 3,505 3 505

5 122,644 S (61,125) S 62,519 S - S 82,519 S - S 62,919 S - S (2.8571 $ 58.552

DEDUCT:
CustOmer Advaflces - - - - 52
Customer Deposils . - - - - $2
Deferred lrrcon’,e Tex 194,991 194,991 - 194,991 184.991 9104.991

S 194,991 $ - S 194,991 S - S 194,991 S - S 194,901 S - S - 8 194 “81

TOTAL Rate Base 5 1,962,036 S (61,125) S 1,900,913 5 112,476 S 2,013,385 S (7) S 2,813,382 S 1,451,194 S (2,807) S 3.460,715
DEDUCT: Equity Related Assets - - (2,522,612) 1 (2,522,512)
ADD: Rate Stabiliaeliorr Cash Reserve -

Total Rate Base: S 1,962,035 S (61.125) S 19~ó,913 S 115476 5 2.013,389 S (7) S 2,015292 5 1,481,194 S (2,526,379) 9 938,283

1. includes 816 ehrrunal,On 01 MARA

PAC @ S.7%



PITTSFIELD AQUEDUCT COMPANY
Pro Forcna Adjustments to Rats Base

For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule S

Attachment A
Nashua Acquisition

911512011

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 1 1-026

Exhibit BJH (2nd Supp).3
Page 6 of 7

1 CASH WORKING CAPITAL
To reduce working capital as a result of O&M Expense
pro forma adjustments (Schedule 1).

2 EQUITY DEDUCTION
To deduct pro rats share of assets associated with
commonr equity to be purchased by City Bonds at
closing.

To deduct all equity value associated with MARA

Total Equity Deduction

3 RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

S (1,451,194)

$ (2,522,512)

Less: Rate Stabilization reserve (Sch A, Attach A) $5,000,000
PAC Pro Rata Share 0.00% (1) $

(1) Pro Raf~ Calculstion as follows:
Rate Base

PWW Rate Base (DWIO-091, Per Final Order>
PEU Rate Base (1213112009)
PAC Rate Base (OWl 0-090), Per Final Order)

$ 56,677.987 ~1OO0O%
S 6,847,954 ~t~O0%
$ 1,071.318 ~~O:O0%
$ 64,597,259 100.00%

Pro Forms
Adlustments

(S31 .364) ____________

12.33% $ (3,857)

$Q7~I~8)

PAC @ 5.7%



Re. City of Nasfiua Acquisition of Pennicliucic Corporation
Docket No. OW 11-026

Exhibit BJH (2nd Supp)-3
Page 70f7

Proposed SettlementPittsfield Aqueduct Company, Inc. Schedule 4
Overall Rate of Return Nashua Acquisition

For the Twelve Months Ended December 31, 2009 Pro Foi’ma Adjustments

911512011

DWIO-090 NASHUA ACQUISmON -CBFRR

WeightedPro Forxna Test MARA RSF CBFRR Component Component Average
Capital Component Year Adjustment Final Rate Order Adjustmemt Adjustment Adjustment Adjusted Amount Ratio Cost Rate Cost Rate

Long-term Debt 776,850 776,850 $ 776,850 7528% 700% 5.27%

Short-term Debt 255038 255038 $ 255,038 24.72% 0.50% 0.12%

Preferred Stocic - - $ - 0,00% 0.00% 0.00%

Common Equity ~1,O71~318 1,071,318 $ 1,451,194 ~$G $ ~2,522,5l2) 1 5 - 0.00% 7.19% 2 0.00%

Overall Rate of Return $ 2,103,206 $ 2,103,205 $ 1,451,194 $ - 5 (2,522,512) 5 1,031,688 10000%5,~g%

Original Filing 7.60%

Proposed Adjustment ~20%

Notes:
I To eliminate common and MARA equity purchased by City Bond as part of the closing transaction.
2 The component cost rate (allowed ROE) with respect to any Common Equity in any future rate case

shall be equal to (1) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%. so the formula allowed ROE would be 7 19%.

PAc ~ 5.7%
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E~XHIEJT C

Methodologies and Procedures for PWW Rate Stabilization Fund

The following paragraphs present the methodologies and procedures that will apply with
respect to the establishment, maintenance and ratemaking treatment of the Rate Stabilization
Fund to be established at PWW.

1. Establishment of PWW RSF Account. As of the closing date of the acquisition, PWW
will establish a Rate Stabilization Fund (“PWW RSF”) equal to $5,000,000 (the “Initial
RSF Amount”). This RSF amount shall be contributed to the capital of PWW upon the
closing of the transaction and will be deposited into a restricted cash account (the “PWW
RSF Account”). The RSF will remain in effect for 30 years or until the City Acquisition
Bonds are retired or refinanced.

2. Rate of Return, The PWW RSF amounts will become part of PWW’s rate base and will
be treated as working capital In addition to the normal working capital that is traditionally
established as a percentage of operating expenses. PWW will be authorized to earn a rate
of return on the amount of the RSF at a rate equal to PWW’s weighted average cost of
capital established in PWW’s most recent rate case.

3. Establishment of a Separate Account for CBFRR Revenues, To facilitate accountability
related to the PWW RSF Account, PWW shall also establish and maintain a separate
general ledger account, known as the “CBFRR Account.” Each month, PWW shall
accrue into its CBFRR Account a portion of its monthly water revenues. The portion
shall be determined by multiplying total actual monthly water revenues by a percentage
equal to (a) PWW’s current approved CBFRR amount, divided by (b) the total approved
revenue requirement for PWW from its last approved rate case,

4. The RSP Account and CBFRR Restricted Account Procedures. The PWW RSF Account
will be held and administered by PWW as a restricted cash account. The PWW RSF
Account for PWW may only be accessed if necessary to supplement the amount recorded
in the CBFRR Account for PWW to meet its monthly CBFRR obligation to the City (L~~
if the monthly amount accrued to the CBFRR Account is less than PWW’s approved
monthly CBFRR amount). If the monthly amount recorded in the CBFRR Account is
greater than the C~FRR amount, then the excess will be added to the RSF Account.
PWW may access the PWW RSF Account to provide intercompany loans to PEU or PAC
if either utility is unable to meet its respective obligation with respect to the City
Acquisition Bonds. These intercompany loans will bear interest at the final interest rate
of the City Acquisition Bonds. At the time of each PWW rate case, the PWW RSF
Account will be subject to replenishment or reduction to an amount equal to the Initial
RSF Amount less the amount of any then outstanding loan to PEU or PAC, The
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replenishment or reduction amount will be reflected in PWW rates through a deferred
debit or credit amortized over a three~year period.

5. Reporting and Review of the RSF Account. PWW will provide an annual reconciliation
of the CBFRR Account and the PWW RSF Account as part of its Annual Report filed
with the Commission on or before March31 of each year.

2
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EXHIBIT D

Methodologies and Procedures for Municipal Acquisition Rei~ulatory Asset

The following paragraphs present the methodologies and procedures that will apply with
respect to the establishment and treatment of the Municipal Acquisition Regulatory Asset (the

1. Detemiination. of the Amount of the M.ARA. The amount of the MARA with respect to
each utility shall be determined in accordance with the following process. First, the final
amount of the Acquisition Costs shall be apportioned among each utility based on the
equity of each utility as of December 31, 2011 in accordance with the Ratemaking
Structure set forth in Exhibit B. Then, the amount of the MARA with respect to each
utility shall equal the excess of(i) the sum of the utility’s allocated share of Acquisition
Costs so determined plus its liabilities as of the Merger closing date, less (ii) the amount
of the book value of the assets of the utility as of the Merger closing date.

2. Ratemaking Treatment. The MARA amount determined with respect to each utility will
be included in the utility’s respective rate base, but will be treated as an “equity-related
asset” that is excluded from traditional ratemaking and recovered exclusively through the
CBFRR component of the Ratemaking Structure as set forth in Exhibit B,

3. Accounting Treatment. Bach utility shall record its respective share of the MARA on its
books as an asset in NHPUC Chart of Account No. 186. The MARA will be amortized at
the same rate at which principal is paid on the City Acquisition Bonds. In connection
with the recording of the MARA as an asset, the utilities will make corresponding entries
to increase their respective paid-in capital accounts and to decrease their respective
retained earnings accounts.
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EXHIBIT E

Summary of the Terms of the City Acquisition Bonds

The City Acquisition Bonds to be issued by the City to finance the Acquisition Costs will
have terms substantially consistent with the following paragraphs:

1. Security. The bonds will be issued as general obligation bonds of the City and will not be
secured by a pledge of any other assets of the City or the Pennichuck companies.

2. Principal Repayment, The principal of the City Acquisition Bonds will be paid over a
term of 30 years with a level payment structure,

3. Optional Redemption, The City Acquisition Bonds may be subject to optional
redemption by the City at par at a certain time after issuance.

4, j~x Status. Interest payments on the City Acquisition Bonds may be includable in gross
income of the bondholder for federal income tax purposes.


