
 
February 5, 2021 

 
Debra A. Howland 
Executive Director 
New Hampshire Public Utilities Commission 
21 South Fruit Street, Suite 10 
Concord, NH  03301 
 
RE: DW 20-157 Pennichuck Water Works, Inc. 

Petition for Approval of Bond and Fixed Asset Line of Credit Financing 
Staff Recommendation RE Bond Financing Component, Revision 

 
Dear Ms. Howland: 
 

Staff is submitting a revised recommendation to replace the original regarding the Bond 
Financing component of Pennichuck Water Works, Inc.’s (PWW or the Company) financing.  In a 
February 3, 2021 e-mail response to Staff’s original recommendation, Larry Goodhue, CEO at the 
Company, notified Staff that Hilltop Securities (Hilltop) would be issuing the bonds in 2021 and, 
most likely, throughout the five-year plan of financing.  In its original recommendation, Staff had 
stated that B.C. Ziegler and Company (Ziegler) would likely be the firm issuing the bonds.  In his e-
mail, Mr. Goodhue explained that PWW’s primary investment banker “moved over” from Ziegler 
to Hilltop in very late 2020.  In that e-mail, Mr. Goodhue informed Staff that PWW had referenced 
Hilltop in its response to Staff 4-7. 

 
Mr. Goodhue indicated, in PWW’s response to Staff 4-7, that it “is nearly certain that it 

would be using Hilltop Securities to issue its bond for April 2021, and most likely for the years 
immediately following…because [its] primary investment banker at Ziegler was recruited to join 
Hilltop in late 2020.”  In his February 3rd e-mail, Mr. Goodhue confirmed, that, indeed, the 
Company would be using Hilltop to issue bonds in 2021, and likely throughout the five-year 
issuance period. 

 
Staff revised its recommendation to reflect the above information. 
 
If you have any questions concerning this matter, please do not hesitate to contact me. 

 
Sincerely, 

   /s/  David Goyette 

David Goyette 
Utility Analyst III, Gas-Water Division 

cc: Service List 
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February 5, 2021 

 
Debra A. Howland 
Executive Director 
New Hampshire Public Utilities Commission 
21 South Fruit Street, Suite 10 
Concord, NH  03301 
 
RE: DW 20-157 Pennichuck Water Works, Inc. 

Petition for Approval of Bond and Fixed Asset Line of Credit Financing 
Staff Recommendation for Approval of Bond Financing Component, Revised 

 
Dear Ms. Howland: 
 

The purpose of this letter is to provide Staff’s recommendation regarding the Bond 
Financing component of Pennichuck Water Works, Inc.’s (PWW or the Company) petition for 
financing.  Staff recommends the Commission approve PWW’s request for authorization to issue 
up to $57.5 million in aggregate tax-exempt bonds and/or other taxable indebtedness for 
issuances during the years 2021-2025, and respectfully requests that approval be granted as soon 
as possible. 

 
Procedural Background 
 

On September 24, 2020, PWW filed a petition (Petition), pursuant to RSA 369:1-4, 
requesting authority to (1) renew its fixed asset line of credit (Line of Credit Renewal) and (2) 
issue up to $57.5 million, in the aggregate, of tax-exempt bonds, taxable bonds (collectively, 
Bonds), and/or Bond Anticipation Notes (Notes) (collectively, Bond Financing).  On November 
6, the Commission granted a motion to bifurcate the investigation of the Line of Credit Renewal 
and the Bond Financing.  This letter pertains to the Bond Financing component of the Petition.1 

 
The Petition was accompanied by the direct testimony of PWW’s Chief Executive 

Officer, Larry D. Goodhue, along with supporting financial schedules and financing 
authorizations from the boards of directors of PWW and Pennichuck Corporation (Penn Corp), 
PWW’s parent.  On November 18, PWW filed a copy of the City of Nashua’s (the City) 
authorization for PWW to proceed with the financing.  On January 11, 2021, Staff propounded 

                                                 
1 The Fixed Asset Line of Credit component was approved in Order No. 26,442, issued on December 29, 2020 in 
Docket No. DW 20-157. 

 
 
CHAIRWOMAN 
Dianne Martin 
 
COMMISSIONER 
Kathryn M. Bailey 
 
EXECUTIVE DIRECTOR 
Debra A. Howland 
 

STATE OF NEW HAMPSHIRE 
 

 
 

PUBLIC UTILITIES COMMISSION 
21 S. Fruit St., Suite 10 

Concord, N.H. 03301-2429  

 
 

TDD Access: Relay NH 
1-800-735-2964 

 
Tel. (603) 271-2431 

 
Website: 

www.puc.nh.gov 

002



DW 20-157 

2 

discovery to PWW regarding its proposed Bond Financing, to which the Company provided 
responses on January 20.2 
 
Bond Financing 
 

PWW requests approval and authority to issue up to $57.5 million in Bonds and/or Notes.  
According to the Petition, the Bonds would be unsecured, have a term not exceeding 30 years, 
and a fixed rate of interest between 3.5% and 4.0%.  On January 20, 2021, Mr. Goodhue 
confirmed that PWW still expects the rate to fall within that range.3 

 
In his pre-filed testimony, Mr. Goodhue pointed out that if PWW gets a credit rating 

enhancement as part of its bond issuance process, the interest rate could improve.  Mr. Goodhue 
stated that PWW was assigned an S&P bond rating of “A” with a “negative outlook” at the time 
of its April 2020 bond issuance, which the Company maintained at the time of its subsequent 
bond issuance in September 2020.  During a technical session held on November 6, 2020, PWW 
reported that it continues to retain that same bond rating.  The Petition states that Notes would 
also be unsecured and have a fixed interest rate, and a term of 12 to 15 months, during which 
they could be aggregated with the following year’s annual bond issuance. 

 
Mr. Goodhue discussed the covenants for the proposed Bonds, stating that the new debt 

would be issued under the Loan and Trust Agreement4 adopted for the Company’s 2014 and 
2015 tax-exempt bond financings and all subsequent bond issuances.  In response to Staff 4-4, 
Mr. Goodhue confirmed that the underlying terms for the proposed Bonds are the same as those 
of the bonds issued in 2014, 2015, and for those in the financings approved in DW 17-183, 
which pertained to bonds issued in 2018, 2019, and 2020. 
 

Mr. Goodhue stated that if tax-exempt bonds are issued, they will be Private Activity 
Bonds (PABs) issued through the New Hampshire Business Finance Authority (NHBFA).  He 
said the NHBFA has already given its approval to the proposed bonds, and that approval by the 
New Hampshire Governor and Executive Council is still required.  Mr. Goodhue explained that 
PABs would be issued as one or more series under the 2014 Loan and Trust Agreement between 
the NHBFA, PWW, and a trustee, and would be subject to the covenants contained in that 
agreement.  He added that such covenant requirements align well with PWW’s current capital 
and rate structures.  Mr. Goodhue stated that all payments of principal and interest on the PABs 
would be limited obligations of the NHBFA and would be payable solely from payments made 
by PWW.  Further, he said PABs would not be general obligations of the State of New 
Hampshire (State), and neither the general credit nor the taxing power of the State or any 
subdivision thereof, including the NHBFA, would secure payment of any obligation under the 
bonds. 
 

                                                 
2 PWW’s responses to the requests in that discovery, designated as Staff Data Requests – Set 4, are attached to this 
letter. 
3 PWW response to Staff 4-1. 
4 The Loan and Trust Agreement, dated December 1, 2014, was attached to PWW’s response to Staff 1-11 as 
Exhibit LDG-7. Except for responses to Staff Set 4, all PWW data request responses are attached to Staff’s 
Recommendation regarding the Line of Credit, dated December 11, 2020. 
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The Petition states that the cost to issue Bonds and/or Notes, including legal and 
underwriting fees, is expected to be approximately $1.75 million in the aggregate during the five-
year bond issuance period.  PWW pointed out that the actual cost of issuance will depend upon 
the final structure of the proposed financings, including whether the Bonds are issued as tax-
exempt or taxable instruments. Mr. Goodhue stated that issuance costs would be financed 
through funds from the Bond Financing and that PWW intends to amortize those costs on a 
straight-line basis over the term of the newly issued bonds. 
 

Based on its current credit rating and the bond market’s previous willingness to purchase 
its 2014 through 2020 bonds without a Debt Service Reserve Fund (DSRF)5, PWW does not 
anticipate that its proposed Bond issuance will require a DSRF.  In response to a Staff inquiry, 
Mr. Goodhue further explained that the Company was advised by its investment bankers and 
legal experts that a DSRF would not be required based on (1) current laws and regulations, (2) 
the terms of the Company’s existing Bond Purchase Agreement,6 (3) all associated issuance 
documents for its bond offerings, and (4) due to the Company’s credit rating.7 
 

The Bonds, according to the Petition, are part of the Company’s overall plan of financing 
scheduled for the period beginning on or around April 2021 and ending on or around April 2025.  
The Petition states that the purpose of the Bond Financing is to allow the Company to pay down 
its line of credit purchases for 2020 to 2024 capital improvements that are eligible for recovery 
through PWW’s Qualified Capital Project Adjustment Charge (QCPAC) mechanism.8  The 
QCPAC mechanism enables PWW to make necessary capital improvements to its systems while 
maintaining sufficient cash flow to meet debt service and operating requirements. Pennichuck 
Water Works, Inc., Order No. 26,298 at 7 (October 9, 2019).  The Commission “reviews and 
approves the proposed surcharge so that PWW may begin recovery of the debt service and 
property taxes associated with completed projects.” Id.  To be eligible for the QCPAC surcharge, 
the prior year’s capital projects must be financed by debt approved by the Commission. 
Pennichuck Water Works, Inc., Order No. 26,070 at 8-9 (November 7, 2017). 
 

Mr. Goodhue referred to exhibit LDG-3, which shows a financial projection for a 30-year 
bond repayment period.  The projection, he said, was based on allowed revenue increases using 
the methodology established in orders issued in PWW’s prior two rate cases9 and, 
conservatively, a Bond interest rate of 5.0%. 
 

In response to Staff Data Request 4-2, Mr. Goodhue provided the projected impact of the 
proposed financing on an average residential customer’s bill.  Based on forecasted annual capital 
expenditures funded by the proposed Bond Financing during the 2021 to 2025 issuance period 
and assuming a conservative, 5.0% interest rate on the bonds, the impact on an average single-

                                                 
5 A debt service reserve fund is a separate account which may be held in trust and used to pay principal and interest 
payments on a bond or note,  Such accounts reduce non-payment risk to the lender and may have minimum funding 
requirements based on the amount of the obligation. 
6 The existing Bond Purchase Agreement and related financing documents were included as attachments to PWW 
response to Staff 4-5. 
7 PWW response to Staff 4-3. 
8 See Order No. 26,442 (December 29, 2020) (approving PWW’s $12 million line of credit with TD Bank through 
June 30, 2023). 
9 Order Nos. 26,070, issued on November 7, 2017 in DW 16-806 and 26,383 issued on July 24, 2020 in DW 19-084. 
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family bill are increases ranging from $0.72 to $1.39 annually (6.0¢ to 11.6¢ monthly), or 1.3% 
to 2.5%, in 2021 and 2025, respectively.  The cumulative impact on those bills by the end of the 
of the five-year issuance period in 2025 would be $5.68 annually (47.3¢ monthly), or 10.2%. 

 
In his testimony, Mr. Goodhue described and provided the status of the various approvals 

required.  Mr. Goodhue reported that the boards of both PWW and Penn Corp have granted 
preliminary approval for the financing and provided authorization for management to pursue all 
steps necessary to complete the transaction.10  Further, he said Penn Corp’s board would also 
approve the final structure and terms of the financing, as well as other material documents and 
agreements, when those documents are finalized.  The City, sole owner of both Penn Corp and 
PWW, gave its authorization for the financing on October 27, 2020.11 

 
In a February 3, 2021 e-mail correspondence, Mr. Goodhue notified Staff that the 

Company would be using Hilltop Securities as its underwriter.  Mr. Goodhue had earlier stated in 
his testimony that PWW was working with B.C. Ziegler and Company (Ziegler) to develop the 
structure and terms of the annual Bond Financings, and that it anticipated Ziegler would be the 
underwriter for annual issuances of the Bonds and/or Notes.  At the time of his response to Staff 
4-7, however, Mr. Goodhue indicated the Company “is nearly certain that it would be using 
Hilltop Securities to issue its bond for April 2021, and most likely for the years immediately 
following…because [its] primary investment banker at Ziegler was recruited to join Hilltop in 
late 2020.12  In his February 3rd e-mail, Mr. Goodhue confirmed that, indeed, the Company 
would be using Hilltop to issue bonds in 2021 and likely through the five-year issuance period. 

 
In its Motion, PWW stated that Commission approval of the Bond Financing would be 

necessary in early 2021 in order for it to issue bonds in April 2021.13  During a technical session 
held on October 7, 2020, the Company was more specific in indicating that approval of the Bond 
Financing component of its requested financing is desired by early-February. 

 
Staff Analysis 

 
Pursuant to RSA 369:1, public utilities engaged in business in this state may issue 

evidence of indebtedness payable more than 12 months after the date thereof only if the 
Commission finds the proposed issuance to be “consistent with the public good.”  Analysis of the 
public good involves looking beyond the actual terms of the proposed financing to the use of the 
funds and the effect on rates to ensure the public good is protected. Appeal of Easton, 125 N.H. 
205, 211 (1984). “[C]ertain financing related circumstances are routine, calling for more limited 
Commission review of the purposes and impacts of the financing, while other requests may be at 
the opposite end of the spectrum, calling for vastly greater exploration of the intended uses and 
impacts of the proposed financing.” Lakes Region Water Company, Inc., Order No. 25,753 
(January 13, 2015) at 4-5, citing Public Service Company of NH, Order No. 25,050, 94 NH PUC 
691, 699 (2009). 

 

                                                 
10 Copies of the approval actions can be found at Petition 52-54. 
11 Per PWW filing on November 18, 2020. 
12 PWW response to Staff 4-7. 
13 PWW Motion to Bifurcate at 2, filed on October 14, 2020. 
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Staff, however, maintains that the Bond Financing is routine. See Pennichuck Water 
Works, Inc., Order No. 26,247 at 4 (May 3, 2019) (a routine request is one that “will have no 
discernable impact on rates or deleterious effect on capitalization, [and] in which the funds are to 
enable … investments appropriate in the ordinary course of utility operations).”  First, the impact 
of the Bond Financing, with an increase on an average residential customer bill ranging annually 
between 1.3% to 2.5%, appears reasonable and should not have an a material adverse impact on 
ratepayers.  Staff believes this range of increase would have an indiscernible impact on rates. 

 
Second, Staff recognizes the routine nature of the Bond Financing, as the conversion of 

the line of credit capital investment expenditures into long-term debt is an integral part of 
PWW’s QCPAC.  The Company’s all-debt capital structure requires an annual rate increase 
through the QCPAC in order to provide adequate cash coverage to remain solvent.14 

 
Third, Staff notes that the Commission found the Company’s prior bond financing 

request, which is very similar to the instant request, routine. See Pennichuck Water Works, Inc., 
Order 26,101 (February 2, 2018) (finding the previous financing, a $32.5 million bonding, for a 
term of three years, with projected interest rates of 4.5% to 5.0 %, routine).  As such, Staff 
reviews the Bond Financing as a routine request. 
 

Staff has thoroughly reviewed and supports PWW’s proposed Bond Financing as 
presented in its filing.  The procurement of this financing will enable the Company to issue tax-
exempt or taxable bonds with repayment terms and financial covenants which are aligned with 
PWW’s current, all-debt, capital structure resulting from its acquisition by the City as approved 
by Commission Order No. 25,292 (November 23, 2011) in DW 11-026.  The proposed financing 
is also consistent with the ratemaking structure approved by the Commission in Order No. 
26,070, including implementation of the QCPAC process.  In addition, the debt maturities within 
the structure of the proposed Bond Financing would be closely aligned with the useful lives of 
the assets being financed. 

 
Staff contends that the Bond Financing allows PWW to fulfill its duty to provide safe and 

adequate water service in accordance with RSA 374:1, as the proceeds are used to repay the line 
of credit used for necessary capital investments.  The Company noted PWW “only makes 
investments in capital projects in order to meet regulatory requirements for water quality and 
supply standards, and to replace aging infrastructure that is needed to meet these standards, and 
the Company’s overall mission to provide clean, safe drinking water.”15 

 
Staff concludes that PWW has demonstrated that the proposed Bond Financing is 

appropriate, and that the financing is consistent with the public good and should be authorized, 
pursuant to RSA 369:1 and RSA 369:4.  Furthermore, Staff concludes that the Bond Financing is 
consistent with PWW's duty to provide safe and adequate water service, per RSA 374:1, and 
allows the Company to continue making investments in the ordinary course of utility service.  
Therefore, Staff recommends the Commission approve the Bond Financing for issuances during 
the years 2021 through 2025.  Further, the Staff respectfully recommends that the Commission 

                                                 
14 “PWW has a unique ratemaking structure because it is funded entirely through debt issuances, and does not have 
access to equity markets.” Pennichuck Water Works, Inc., Order No. 26,442 at 1 (December 29, 2020) 
15 PWW response to Staff 4-8. 
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issue an order approving the Bond Financing as soon as possible so as to enable the Company to 
close on the financing by April of this year. 

 
If you have any questions concerning this matter, please do not hesitate to contact me. 

 
 Sincerely, 
 
    /s/  David Goyette 
 
 David Goyette 
 Utility Analyst III, Gas-Water Division 
 
Attachment: PWW Response to Staff Set 4 Requests. 
 
cc: Service List 
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-1  Witness: Larry D. Goodhue 

REQUEST: Mr. Goodhue indicated that, as of the date of his testimony, filed on September 
24, 2020, the interest rate on the bonds could be between 3.5% and 4.0% per annum (Bates 3). 
What does PWW currently anticipate the interest rate on the bonds will be?  

RESPONSE: 

Based upon information acquired by the Company from its investment bankers, the following is 

known at this time, as it relates to prevailing bond rates for either A rated or A+ rated bonds (per 

the Standard and Poors rating scale).   

Currently, it is anticipated that the Company could issue bonds into the marketplace at its current 

A rating, at a rate approximating 2.94%, and if its bond rating was enhanced to an A+ rating, 

approximating 2.91%.  These rates are specific to Pennichuck’s current rating, structure and the 

bonds being issued subject to AMT (Alternative Minimum Tax features attached to the bonds 

issued). 

Considering the market trends for the trailing 5 years, which is the best proxy at this time, for 

which sensitivity can be applied to what the rates could be over the next 5 years, the following 

data is known.  It is important to note that this data is based upon general market rates for both A 

and A+ rated bonds and is not specific to Pennichuck’s own issued rates. 

A Rated Issuances A+ Rate Issuances 

5 year low 2.69% 2.66% 

5 year high 4.02% 3.97%  

Based upon all of this data, it is currently anticipated that the bonds to be issued under this Plan 

of Financing in the next five years could possibly be issued somewhere between 3.0 - 4.0%, as a 

conservative range of rates based upon the 5 year historic lows and highs in the table above.  

However, it is also important to note, that current economic, political, and other factors will have 

a bearing on the bond markets, outside the control of the Company.  Overall bond rates have 

remained historically low for a number of years now; however, the Company believes it would 

be imprudent to expect that rates will continue to adjust lower or remain at these historically low 

levels going forward for the factors cited above.  As such, the Company conservatively expects 

that the bonds would be issued (on average) over the five years of this Plan of Financing in the 

3.5 – 4.0% range, as originally cited. 

Attachment to Staff Recommendation
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-2  Witness: Larry D. Goodhue 

REQUEST: What is the projected percentage and absolute dollar impact of the proposed 
Bond Issuance on an average residential customer bill.  When preparing this projection, assume 
average monthly water consumption by the customer and use a worst case scenario, including 
that the interest rate on the bonds is 5.0% and the full amount of the allowed issuance occurs 
in June of 2021.  Provide any spreadsheets and/or schedules used to compute this information. 

RESPONSE: 

Attached to this response is the calculation requested, with one adjustment.  The adjustments to 

rates are not shown and calculated as if the entire issuance occurs in June 2021.  The Company 

does not have the borrowing capacity or ability to issue the bonds all at once in June 2021.  The 

Company is limited at an annual issuance level of $12 million, as that is the annual borrowing 

limit on its Fixed Asset Line of Credit with TD Bank, NA.  If the Company issued all of the 

bonds at once in June 2021, it would not have rates sufficient in its current rate structure and 

under the QCPAC program to receive cash needed to service the issued bonds.  As such, it would 

therefore result in a violation of the covenants for the bonds and potentially place the Company 

in a position of insolvency.   

In lieu of the requested impact calculation the Company has attached a schedule to this response 

that shows the impact annually and in the aggregate of issuing the bonds at annual increments in 

line with its existing budgets and forecasts for the CAPEX that the bonds are needed for.  This 

schedule is attached hereto as Exhibit DR4-2.  This impact calculation includes the rate impact 

shown at a 5% bond interest rate; as well as those impacts at both the 3.5% and 4.0% levels 

offered as the current anticipated “collar” around issued rates.   

Additionally, this attached schedule shows a total drawdown on the facility below the overall 

capacity approved by the NHBFA, and as included in this docket, based upon current budgets 

and forecasts for the following five years of issuances.  The overall capacity requested in the 

NHBFA approval and this financing petition, allows for the possibility that bonds are issued at a 

premium, for which the excess capacity approval is needed, but for which the effective interest 

rates would come back in line with the proforma interest rate calculations included, due to the 

amortization of the premium over the lives of the issued bonds. 

Attachment to Staff Recommendation
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Exhibit DR 4-2 in Response to Staff 4-2

QCPAC Surcharge Year ‐‐‐‐‐‐‐‐‐‐‐> 2021 2022 2023 2024 2025

Total for 5 year 

Plan of 

Financing

Proforma Capex to be bonded Note 1 and 2 5,994,000$         11,374,000$        10,337,000$        9,832,000$          12,000,000$        49,537,000$       

Add: estimated/allocated Cost of Issuance per bond offering:

estimated cost of underwriters discount 47,952                 90,992  82,696  78,656  96,000 

estimated NHBFA issuance cost 45,000                 85,300  77,500  73,700  90,000 
estimated fixed cost of issuance (legal, 

documentation, credit rating, etc) Note 3 185,000               190,000                195,000                200,000                205,000               

Subtotals 277,952               366,292                355,196                352,356                391,000                1,742,796            

Total Estimated Bondable Amounts 
Note 4

6,271,952$         11,740,292$        10,692,196$        10,184,356$       12,391,000$        51,279,796$       

Estimated Level Annual Debt Service for 30 years (including 

DSRR 1.0 and DSRR 0.1) to be included in rates as a QCPAC 

Surcharge on existing allowed revenues

@5% coupon rates $448,799 $840,095 $765,097 $728,758 $886,658

@ 3.5% coupon rates $375,116 $702,169 $639,484 $609,111 $741,087

@ 4.0% coupon rates $398,978 $746,836 $680,164 $647,859 $788,230

Approved Revenue Requirement from DW 19‐084 $35,819,774 $35,819,774 $35,819,774 $35,819,774 $35,819,774

Annual Impact on Rates as a percentage of Approved 

Revenue Requirement from DW 19‐084

@5% coupon rates 1.3% 2.3% 2.1% 2.0% 2.5%

@ 3.5% coupon rates 1.0% 2.0% 1.8% 1.7% 2.1%

@ 4.0% coupon rates 1.1% 2.1% 1.9% 1.8% 2.2%

Cumulative Impact on Rates as a percentage of Approved 

Revenue Requirement from DW 19‐084

@5% coupon rates 1.3% 3.6% 5.7% 7.8% 10.2%

@ 3.5% coupon rates 1.0% 3.0% 4.8% 6.5% 8.6%

@ 4.0% coupon rates 1.1% 3.2% 5.1% 6.9% 9.1%

Average Single Family monthly bill with rates approved in 

DW 19‐084 (from customer impact page of 1604.06 

schedules)  $55.65 $55.65 $55.65 $55.65 $55.65

Annual Impact on Average Single Family monthly bills

@5% coupon rates $0.72 $1.28 $1.17 $1.11 $1.39

@ 3.5% coupon rates $0.56 $1.11 $1.00 $0.95 $1.17

@ 4.0% coupon rates $0.61 $1.17 $1.06 $1.00 $1.22

Cumulative Impact on Average Single Family monthly bills

@5% coupon rates $0.72 $2.00 $3.17 $4.34 $5.68

@ 3.5% coupon rates $0.56 $1.67 $2.67 $3.62 $4.79

@ 4.0% coupon rates $0.61 $1.78 $2.84 $3.84 $5.06

Note 2: Amount included for 2025, based upon schedule submitted with application for approval to the NHBFA for this plan of financing, capped at $12 million FALOC limit.

Note 3: Amounts based upon historical data for annual bond issuances, including a conservative 2.5% annual inflation factor.

Note 1: Amounts included for years 2021 thru 2024 are taken from Schedules to be filed in February 2021 in support of the FY 2020 Capex Additions and Budgeted/Forecasted 

Capex for 2021‐2023 (rounded to nearest $1,000).

Note 4: Amounts are specified as "estimated" as the annual plan for Capex is adjusted each year as the Capex budget is realigned for necessary and prudent capital projects to be 

undertaken in the following year, and estimated to be undertaken in the 2 "out years" as a part of the Company's internal budgeting and approval process, and the annual QCPAC 

filing with the Commission.

Exhibit DR4‐2

Attachment to Staff Recommendation
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Exhibit DR 4-2 in Response to Staff 4-2

QCPAC Surcharge Year ‐‐‐‐‐‐‐‐‐‐‐> 2021 2022 2023 2024 2025

Total for 5 year 

Plan of 

Financing

Proforma Capex to be bonded 
Note 1 and 2

5,994,000$         11,374,000$        10,337,000$        9,832,000$         12,000,000$        49,537,000$       

Add: estimated/allocated Cost of Issuance per bond offering:

estimated cost of underwriters discount 47,952                 90,992  82,696  78,656  96,000 

estimated NHBFA issuance cost 45,000                 85,300  77,500  73,700  90,000 

estimated fixed cost of issuance (legal, 

documentation, credit rating, etc) Note 3 185,000               190,000                195,000                200,000                205,000               

Subtotals 277,952               366,292                355,196                352,356                391,000                1,742,796            

Total Estimated Bondable Amounts 
Note 4

6,271,952$        11,740,292$       10,692,196$       10,184,356$       12,391,000$       51,279,796$      

Estimated Level Annual Debt Service for 30 years (including 

DSRR 1.0 and DSRR 0.1) to be included in rates as a QCPAC 

Surcharge on existing allowed revenues

@5% coupon rates $448,799 $840,095 $765,097 $728,758 $886,658

@ 3.5% coupon rates $375,116 $702,169 $639,484 $609,111 $741,087

@ 4.0% coupon rates $398,978 $746,836 $680,164 $647,859 $788,230

Approved Revenue Requirement from DW 19‐084 $35,819,774 $35,819,774 $35,819,774 $35,819,774 $35,819,774

Annual Impact on Rates as a percentage of Approved 

Revenue Requirement from DW 19‐084

@5% coupon rates 1.3% 2.3% 2.1% 2.0% 2.5%

@ 3.5% coupon rates 1.0% 2.0% 1.8% 1.7% 2.1%

@ 4.0% coupon rates 1.1% 2.1% 1.9% 1.8% 2.2%

Cumulative Impact on Rates as a percentage of Approved 

Revenue Requirement from DW 19‐084

@5% coupon rates 1.3% 3.6% 5.7% 7.8% 10.2%

@ 3.5% coupon rates 1.0% 3.0% 4.8% 6.5% 8.6%

@ 4.0% coupon rates 1.1% 3.2% 5.1% 6.9% 9.1%

Average Single Family monthly bill with rates approved in 

DW 19‐084 (from customer impact page of 1604.06 

schedules)  $55.65 $55.65 $55.65 $55.65 $55.65

Annual Impact on Average Single Family monthly bills

@5% coupon rates $0.72 $1.28 $1.17 $1.11 $1.39

@ 3.5% coupon rates $0.56 $1.11 $1.00 $0.95 $1.17

@ 4.0% coupon rates $0.61 $1.17 $1.06 $1.00 $1.22

Cumulative Impact on Average Single Family monthly bills

@5% coupon rates $0.72 $2.00 $3.17 $4.34 $5.68

@ 3.5% coupon rates $0.56 $1.67 $2.67 $3.62 $4.79

@ 4.0% coupon rates $0.61 $1.78 $2.84 $3.84 $5.06

Note 2: Amount included for 2025, based upon schedule submitted with application for approval to the NHBFA for this plan of financing, capped at $12 million FALOC limit.

Note 3: Amounts based upon historical data for annual bond issuances, including a conservative 2.5% annual inflation factor.

Note 1: Amounts included for years 2021 thru 2024 are taken from Schedules to be filed in February 2021 in support of the FY 2020 Capex Additions and Budgeted/Forecasted 

Capex for 2021‐2023 (rounded to nearest $1,000).

Note 4: Amounts are specified as "estimated" as the annual plan for Capex is adjusted each year as the Capex budget is realigned for necessary and prudent capital projects to be 

undertaken in the following year, and estimated to be undertaken in the 2 "out years" as a part of the Company's internal budgeting and approval process, and the annual QCPAC 

filing with the Commission.
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-3  Witness: Larry D. Goodhue 

REQUEST: Regarding the statement in Mr. Goodhue’s testimony at Bates 4, “PWW does not 

expect that a DSRF [Debt Service Reserve Fund] will be required for this financing activity,”:  

a) Please explain how it will be determined whether a DSRF is required.

b) If a DSRF is required, please explain and quantify how this would affect the (a) costs

and/or charges and (b) interest rate on the bond financing, and (c) provide the impact

this would have on an average residential customer bill.

Will PWW know, prior to the closing, whether a DSRF is required and, if so, would it be willing 
to notify the Commission of this requirement? 

RESPONSE: 

a) The Company has been advised by its investment bankers and the various legal experts

that assist the Company with issuing its bonds, that a DSRF will not be required for its

annual bond issues under current laws and regulations, the terms of the Company’s

currently existing Bond Purchase Agreement and all of the associated issuance

documents for its bond offerings, and due to the Company’s Credit Rating.

b) Should legal or regulatory requirements or other conditions change in a manner that

require a DSRF, then the Company would be required to borrow additional funds in its

bond issuances to fully fund restricted cash accounts for those DSRF funds.  This would

enhance its credit rating but at a higher cost to its ratepayers due to increased debt service

on the bonds including those additional bonds issued to establish restricted cash accounts

at levels above current RSF levels.  As noted, the Company has no expectation that a

DRSF will be required.  Given that DSRFs have not been required with previous

issuances and the number of variables and assumptions necessary, the Company does not

believe it could provide a valuable calculation to analyze or estimate what level of DSRF

funds could be required, or the potential impacts it may have on credit ratings, interest

rates, and customer rates.

c) If a DSRF should be required for any annual bond issuance, the Company would make

the Commission aware of this requirement.
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-4  Witness: Larry D. Goodhue 

REQUEST: Except for the amount, term, and interest rate, please indicate if the terms and 
conditions for PWW’s proposed Bond Financing are substantially the same as those of the bond 
financing approved in DW 17-183.  If not, please identify and fully explain any differences. 

RESPONSE: 

All of the underlying terms and conditions for which bonds are to be issued under this 5-year 

Plan of Financing will be based upon, and the same as the terms and conditions that have been 

used to issue bonds by the Company in 2014, 2015, 2018, 2019 and 2020, including those issued 

as approved under DW 17-183. 
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

 

 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-5  Witness: Larry D. Goodhue 

  

 

REQUEST: Please provide a copy of the Bond Purchase Agreement, as amended, and any 
related documents that show the final terms and conditions for the bond issuances approved in 
DW 17-183. 
 

 

RESPONSE: 

 

The Bond Purchase Agreement, the Official Statement for the April 2020 issued bonds, Official 

Statement Supplement dated May 2020, also for the April 2020 issued bonds, all of which were 

for issuances under the approval in DW 17-183 are attached and incorporated herein as Exhibit 

DR4-5A, Exhibit DR4-5B and Exhibit DR4-5C respectively.  The Loan and Trust Agreement 

was provided to Staff as Exhibit LDG-7 in response to Staff Discovery Request DR1-11. 

Pursuant to Order No. 26,101 dated February 2, 2018 in DW 17-183, the Company was granted 

authority to issue bonds for multiple years, it is attaching these documents as they existed for the 

most recent annual bond issuance under this approval, for its annual bond issuance in April 2020, 

for its 2020 Series A and 2020 Series B bonds.  The documents for each of the years of issuance 

under this authority are essentially the same, with the only changes occurring for each year 

pertaining to the bondable amounts, the structure of the issued bonds (i.e. the terms and 

maturities of the serialized and hybrid offerings), the current credit ratings, and updates for any 

legal disclosure required at that time (for example, language was required in the documents in 

2020 for COVID-19, which was not required in 2018 and 2019). 
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

 

 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-6  Witness: Larry D. Goodhue 

  

 

REQUEST: Please provide a copy of the proposed bond purchase agreement and/or any 
other documents that show the terms and conditions for the proposed bond financing.  Note 
that documents previously submitted in the instant docket need only be referenced and do not 
need to be provided again. 
 

 

RESPONSE: 

 

The response to Staff 4-5 has already provided these documents.  The documents are required to 

be created for each annual issuance, and such, the documents for issuances in 2021-2025 have 

not been created yet.  But those will be based upon the template of documents consistent with the 

2020 documents provided as attached exhibits or referenced in the response to Staff 4-5.  As 

such, nothing additional is being provided to this response, as the response to Staff 4-5 

encompasses the requested information for this data request. 
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

 

 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-7  Witness: Larry D. Goodhue 

  

 

REQUEST: Regarding the selection of the financial advisor and underwriter for the Bond 

Issuance: 

c) In DW 17-183, TD Securities (USA) LLC and TD Bank, NA worked on the bond issuance, 

per Mr. Goodhue’s pre-filed testimony (Bates 18 in DW 17-183).  Please explain why TD 

Securities (USA) LLC and TD Bank, NA, were not again selected to work on the currently 

proposed bond issuance. 

d) Please explain why B.C. Ziegler and Company was chosen to be the financial advisor and 

is expected to be the underwriter for the Bond Issuance.   

Has the Company explored any other alternative options in this regard? Please explain. 
 

RESPONSE: 

 

c) TD Bank, NA has never been a party to the Company’s bond issuances, only acting as the 

Company’s commercial bank and lender, which would have a tangential interest in those 

transactions, for which that tangential relationship and interest continues today.  TD 

Securities (USA) LLC was not used for the bond issuance in April 2020 or in September 

2020, as they had made changes internally to the investment banking team offering 

services to companies such as Pennichuck, both in the manner upon which they could 

assist our Company, and the structure and location of its team of professionals to service 

these engagements.  After the Company’s April 2019 bond issuance, TD Securities 

(USA) LLC decided to disassemble their investment banking team in Boston, and to 

service all customers from NY City, with a smaller team, geared more towards large bond 

issuances, well above the levels for which PWW typically issues bonds. 

d) With the transition by TD Securities in 2019, PWW’s primary investment banker at that 

firm became the primary investment banker at B.C. Ziegler in Boston, which services 

firms and clients in the New England region.  As such, the Company did an RFP with 

both firms, seeking independent responses as to their ability and costs for providing 

investment banking services for PWW beginning with its April 2020 bond issuance.  In 

the end, B.C. Ziegler was selected, as the only “hard cost” for these deals (the 

underwriter’s discount or commission) was exactly the same in both of the independent 

responses.  However,  the “intangibles” weighed in favor of Ziegler in that they: 1) 

offered better overall market coverage for bond issuances of PWW’s size and type; 2) 

offered a team of professionals more geographically located near the Company; 3) better 

analytic and marketing tools to secure better market response for the sale of the bonds; 

and 4) probably most importantly, the institutional knowledge and strength of the primary 
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investment banker that had worked with the Company in an accretive manner with the 

Company’s 2014, 2015 and 2018 issuances. 

 

The Company has explored other alternatives and is nearly certain it will be using Hilltop 

Securities to issue its bonds for April 2021, and most likely for the years immediately following.  

The reasoning for this, is that the primary investment banker at Ziegler was recruited to join 

Hilltop in late 2020 and will soon be able to work with clients he serviced at his prior firm.  His 

departure from Ziegler makes the likely move to Hilltop as a necessary consideration.  A 

commitment has already been asserted related to the overall hard costs to be borne in moving to 

this new firm, whereby the underwriters discount would be equivalent to the one offered by 

Ziegler and TD Securities in the last RFP process.  In moving to Hilltop, the Company would 

now be working with an investment banking firm that is the #2 ranked firm in the country for the 

issuance of municipal bonds (for which PWW’s bonds are most closely identified to), working 

with a primary investment banker that has shown a great ability to assist the Company in issuing 

its bonds, even in very disrupted bond markets.  He was brought into their firm to create a large 

and qualified team of professionals in a new Boston based office, servicing clients in New 

England.  Under the guidance of this investment banker (and his personal extraordinary efforts) 

the Company was able to issue its annual bonds at the end of April 2020, in spite of the fact that 

the municipal bond market had stopped functioning in total, due to COVID-19.  The bonds were 

issued within a few basis points of the rates previously achieved by the Company’s April 2019 

issuance with TD Securities, which were issued in a fully functioning and non-disrupted muni 

bond market.  This banker again assisted the Company in the highly successful taxable bond 

issuance by PWW in September 2020 (as approved in DW 20-055) and achieving near optimum 

rate savings as compared to the anticipated range for which those bonds could be issued.   

 

It is important to note and recall that the overall success of bond issuances, as it relates to the 

eventual cost of the debt instruments (which is passed onto customers in the DSRR portions of 

allowed rates) is fully dependent upon successfully navigating a true market-based environment.  

The bond markets are one of the purest forms of price being determined by the balance point 

between supply and demand.  As such, using the right professionals that can assist in obtaining 

enhanced demand for the Company’s bonds, results in lower overall cost of the issued debt, and 

lower overall water rates for customers.  
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Pennichuck Water Works, Inc. 

DW 20-157 

Petition For Financing Approval - Staff Data Requests - Set 4 

 

 

Date Request Received:   1/11/21 Date of Response: 1/20/21 

Request No. Staff 4-8  Witness: Larry D. Goodhue 

  

 

REQUEST: Mr. Goodhue states that “the issuance of up to $57,500,000 in aggregate tax-

exempt bonds … is consistent with the public good … because they will … (3) generally improve 

the capitalization of PWW … and without material adverse impact on customer rates, based on 

reasonable projections.” Petition at 33. 

a. Please further explain how the debt will improve capitalization and the resulting 

rates in future rate case will not have a material adverse impact on ratepayers, 

thus consistent with the public good.  

b. Please explain what the Company uses as a basis for reasonableness in it 

projections.  Does the Company undertake any other models or projections 

when considering long-s term capital projects?  

 

 

RESPONSE: 

 

a. First, the Company only makes investments in capital projects in order to meet 

regulatory requirements for water quality and supply standards, and to replace 

aging infrastructure that is needed to meet these standards and the Company’s 

overall mission of providing clean, safe drinking water to its customers.  The 

Company does not make capital investments to increase the rate base for which it 

can earn upon, to the benefit of external shareholders.  In fact, the Company’s rate 

structure does not include a return on rate base.  As such, the debt service costs 

associated with these bonds is the lowest cost alternative for the Company to 

obtain the required capital to make these necessary and prudent capital 

investments.  As has been demonstrated in multiple rate cases for PWW since 

2012, the Company’s overall weighted average cost of capital is far below what it 

incurred as a publicly traded utility prior to 2012, or by other Investor Owned 

Utilities in the State or in the industry.  As such, the Company has a statutory 

responsibility to comply with Safe Drinking Water Standards, NHDES 

requirements for water source capacity and supply, and the proper stewardship of 

the assets needed to continue to serve its customers.  Being able to accomplish 

this by funding these capital projects by issuing bonds as provided for under this 

Plan of Financing, is thereby in the public good. 

b. The Company considers capital projects based upon a number of metrics.  For the 

replacement of water mains, the Company seeks to replace approximately 2 to 3 

miles of over 500 miles water mains per year with a focus on water mains that 
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are: (1) unlined cast iron, (2) steel or (3) cement asbestos; as these mains are most 

subject to breaks and contribute to water quality problems.  Water treatment 

media and facilities are replaced as needed to ensure compliance with water 

quality standards.  The Company has an overall plan for the timely replacement of 

equipment when either technological needs necessitate it, or the cost of repair of 

equipment is in excess of the benefits derived, for which replacement would be a 

better overall economic result.  The Company reassesses its capital needs each 

year on a 3-year looking forward basis in support of the QCPAC process.  The 

Company has and will more fully utilize going forward, its GIS/Asset 

Management system for forecasting and modeling of capital needs, and to 

calculate risk including the consequence of mean time to failure and criticality of 

certain assets, in its plans to invest in its capital assets. 
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