ZXHIBIT DL-3

R-10-81

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 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

CITY OF NASHUA

In the Year Two Thousend and Ten

- RESOLVED by the Board of Aldermen 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 2 majonity 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 i{s 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, and
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-10-81
PURPOSE: 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 fo
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 cify and provide a public benefit

ENDORSER(S): Mayor Dennalee Lozeau
Alderman-at-Large Brian 8. McCarthy
COMMITYTEE
ASSIGNMENT:
FISCAL NOTE: The fiscal impact related to these findings is found in the

cormpanion resolntion anthorizing 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 findings, 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

O/W

Date: ‘”’F;L/!c’?’ /(27
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EXHIBIT DL-4

R-10-82

RESOLUTION

AUTHORIZING THE MAYOR AND CITY TREASURER TO ISSUE BONDS OR

NOTES NOT IN EXCESS OF TWO HUNDRED TWENTY MILLION DOLLARS

($220,000,000.00) TO PAY ALL COSTS OF ACQUIRING THE 8TOCK AND/OR
ASSETS OF THE PENNICHUCK CORPORATION

CITY OF NASHUA

In the Year Two Thousand and Ten

RESOLVED by the Board of Aldermen 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 Cily 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 by Section 118 of Chapter 1 of
the Special Session of the Acts of 2010, which vote has been confirmed by & majority of the
qualified voters of the City of Nashua at a regular election duly called and held for such purpose.

RESOLVED That the Mayor of the City of Nashua and the City Treasurer of the City of
Nashua are hereby avthorized to issue and sell general obligation bonds of the City, in an
aggregate principal not to exceed Two Hundred Twenty Million Doilars ($220,000,000.00). The
proceeds of said bonds shall be nsed 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 2 Merger Agreement to be entered into by the City and the Pennichuck Corporatien. 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 signature of the City Treastrer and the
Mayor, None of said bonds shall be obligatory without the authenticating certificats signed by i
an authorized officer of a bank or trust company doing business in the State of New Hampshire -
or The Commonwealth of Massachusetts, or the Comumissioner of Revenue Administration.




RESOLUTION R-10-82

The bonds are to be issued in fully-registered form by means of a book-eniry system or
otherwise and shall have such terms and conditions and be in such fonm, 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 enfer info 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 and/or assets of the Pennichuck Water Corporation. The Mayor
and any 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 Pemnichuck Corporation and any ofher 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
coniracts therefore as well as any amendments to be made thereto or any other docwmentation

necessary for the receipt of sajd funds.




RESOLUTION:

PURPOSE:

ENDORSER{(S):

COMMITTEE
ASSIGNMENT:

FISCAL NOTE:

LEGISLATIVE YEAR 2010

R-10-82

Authorizing the Mayor and City Treasurer to issue bouds or
notes not in excess of Two Handred Twenty Million Dollars
($220,000,000.00) to pay all costs of acquiring the stock and/or
assets of the Pennichuck Corporation

Mayor Donnalee Lozeau
Alderman-at-Large Brian 8. MeCarthy

Debt in the amount pot 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 bond authorization may be necessary for other
acquisition related costs, including possible payeff of existing
Pennichuck debt of approximately $50,000,000.

This resolution authorizes the

ANALYSIS

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 miilion dollars ($220,000,000,000). The proceeds of said bonds shall be used for the
acquisition of the stock and/or assets of the Pennichuck Corporation..

Pursuant to Nashoa 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,
account structure,
numbers and amount:

Approved as to form:

Financial Services Division
By: M Q{ %
&/ %

Office of Corporation Counsel

‘Date: !QLL (dﬁ’\[ L <2
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Form 8-K

8-K 1T cI8835¢8vk.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

Pennichuck 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 [dentification 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:

3 Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
03 Soliciting material pursuant to Rule 14a- 12 under the Exchange Act (17 CFR 240.14a-12}
£ Pre-commencement communications pursuant to Rufe 14d-2(h) under the Exchange Act {17 CFR 240.144-2(b)

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

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

The Company heid its Special Meeting of Sharcholders 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 81.38%) were present either in person or by
proxy. The certified results of the matters voted upon at the meeting, which are more {ully described in our proxy statement filed with the
Securities and Exchange Commission on April 22, 2011, are as follows:

Description of Matters Submitted

hitp:/fwww sec.gov/Archives/edgar/data/7T88885/000095012311059310/c18835e8vk. him[10/14/2011 1:37:32 PM]




Form §-K

Votes Yotes
For Against Non-Votes
1. Te consider and vote on a proposal to approve the Agreement and Plan of
Merger effective as of N(’)vémber 11..2010 (the “Merger Agreement™)
- between the Company and the Clty of Nashua, New Hampshire (the “City”}
: __.__whereby thc City has agreed 16 acqmre all of the oatstandmg shares of TR
Pennichuck Corporation common stock for'$29.00 per share in cash,’ r : U03.307,005 0 495818 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 affimative 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.
itemn 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.

I p TI
(Registrant)
Date: June 15, 2011 By: {8/ Thomas C. Leonard

Thomas C. Leonard
Senjor Vice President and Chief Financial Officer

-2
EXHIBIT INDEX
Exhibit No, Description
99.1 Press refease of Pennichuck Corporation dated June 135, 2011.
-3-

http://www.sec.gov/Archivesfedgar/data/788885/000095012311059310/c18835e8vk . htm[10/14/2011 1:57:32 PM]



City of Nashua Acquisition of Pennichuck Corporation EXECUTION COPY

DW 11-026
Settlement Agreement

EXHIBIT B

Illustration of Application of the Ratemaking Structure

[See Attached Documentation]




Consoldated Rate Rase

RATE of Retum
Income Required
Adpusted NOs
Deficiery

Tax Factor
Revenug Deficienty
Waler Revenues

Propused Revenye inc

Total Revenue

ADD: City Bond Fixed
Revenue Requirement
{Scheduie A, Altachment A}

Total City Revenue:

PENNICHUCK WATER WORKS, INC.
COMPUTATION OF REVENUE REFICIENCY
For The Twelve Menths Ended December 31, 2009

Ra City of Nashuz Acquistion of Penmernck Corporation

Dockat No DW 13-025
Exrubi BaH (2nd Suppi-t
Page 1 aof g

Propesed Settlement
COMBINED INCREASE

Schedule A
91572011

City Bond Fixed Ravenue Requiremont

DW10-081 DW?10-091, OCA 3-1 DW10-091, STAFF 3-13 (CBFRRY
PROPOSEN DATA 12 MONTHS WITH COMBINED PRC WITHOUT GOMBINED PRO . CITY OF NASHUA
PRO FORMA REQUESTS PROPOSED m;z:;rg;mse FORMA & STEP EMINENT  FORMA&STEP PP rinalRate Order  Southwood o e ADJUSTMENTS C'T;g‘fé:“?;_:”u“
TESTYEAR  ADJUSTMENTS  ADJUSTMENTS il o LT (1) 'NCREASE FORMA DOMAIN COSTS INCREASE FORMA mﬂ"f;_“;’; DW 10-69% Assets Southwood FORCBFRR  Loom e MENT
) 12131708 TEST YEAR RECOVERY TEST YEAR 9 APPROACH

$ 9773340 § (433.99%) $ 97,200,491 § 3307877 S 100607,368 §  (4.824907) § $5.762,451 § (3562457} 5 9R.1BO04 § 2524971 § 94745965 (51.833420) §  42.911.544
7.686% 0.89% 7 95% 7.95% 7.95% ¢ 03% 7.08% 7 o8y S195% 6.02%

S 7677233 § -5 7.733.642 $ 7.996.562 5 7.613.064 S 7.362,.859 5 7564453 3 2,591,857
$ 5212858 S (62,593} S 5,260,266 S (127,644} § 5132692 $ 32375t S 5456373 § 186808 8 5423182 § . & BE23182 (84,230,733} S 1,302,449
5 2364374 3 -5 2,473,375 5 2,863,940 $ 2.156.891 S 1JRETT S 4941274 s 4.100.408
60.39% 60.35% 6035% 60.30% 60.39% 80 39% 60.35%

S 3915175 5 - s 4005672 5 646,736 % 4742408 5 (1,171.138) S 3579272 S (BB0S3IH S 2880737 § 333820 5 3.214.557 5 1,986,104
5 24116425 S - § 24116426 3 -5 24,116.426 $ 24,116,426 S 24116425 § 24116426 $ 14279303
16 23% 18.08% 2.68% 18.66% - BE6% 14.81% -286% 11.95% +28% 13.33% 8.24%

§  FRUaTEDT X EETS058 T SEEEERE N B AL TR S 16,255.807
59,836,823

n% g6!102!530

1. Adiustments shown are those required to adiust PWAW's rate base and NOI to those approved in the DW16.091 Rate Order

PWW & 6 5%



Penrrchuck Waler Works inc
Pro Forma Adit e R "
For The Twelve Months Ended December 31, 200!

Rewvenue
1 To reconmize admstment of hxeg antual Tevenyc
requicernenl 1o meel Ciy Bond obligation
Tolas City Bond © $152,099, 885
Bond interast Rate B.50%
Bond Penod 3G v
Caituisteq pra tala for City Bond based on &
CONSIANt PaYment and & Gonstant bond rafe

Cafculated as foliows:
PWW Prg Rala Share $133.453,268
Less. Rate Stabilzaban Reserve 55,000,000
PWW Pro Ratz Share [Sch 3 A) 108.00%

Less PWW Pro Rala Shate of itale Statization Reserve
Less: Gty Ervnent Domain Cost Resovery

Proposed Sewiement
Schedule A
Atiachment A
Mashea Acquisitien
SM5/2611

Pra Forms
—_ Adstments

$9,A36,623 (2]

S e
Toial PWWG Pro Rata Share for CBFRRIMARA 5128,453,288
Bond Imerest Rate 5.50%
Bood Pened 30 yrs
Noas;
{3} Pro Rata Caleulahon as loliows
PWAY & Southwood Equily (§r31/2071) 87.76%
PEW Equily (B112611}) 10.60%
PAL Eenuty (813122011 $ 1.68%
5_ 64,557,258 108.00%
PWW & Souttwood % CBFRR based on pro rata eduily &7 14% 5123453253
PEL % CBFAR based oft pro rate equity 10.60%  $75.125,105
PAC % CEFRE based on pra rata equily 1.60% $2.58% 8v2
Fotal Cty Boad 100,00% _ 5152 09% 835
12) Any meome faxes b revenues will be offset by deductions for interest oxpense on Cily Sonds
befow and exXpeRse with equity reipltd assess per Stheguie 1.
Adachment A, page 2
Totaf Interes| Pavment on Gty Bond aveor ono 59,885,493
PWW Pro Rata Share BF.78%
PN Prg Rata interest Banefit 53,674,482

PUWAY @ 6.5%

Re Ciy of Nashun Actuisition of Pennichuck Corporation
Tacket No, DWW 19026

Exiinit BJH (2nd Suppi-i

Page 2ol ®




Re City of Hashua Acouisitions of Pennichuck Corporation
Dociet No DW 11-026

£xhipit BJH {2nd Supp)-1

Page3of 9

Proposod Settiornont

Water Sales

Water Sales for Resale

Gtner Operaling Revenue
Tetat Revenues

Production Expenses

Transmigsion & Distribution Expenses
Engineering Expense

Cusiomer Acct & Collechion Exp
Administrative & General Expense
Final Rate Qrder Adjutiments

inter Oiv Management Fee

Total Operating Expense

Dep ExpfAcq Adj Expense
Amorlization Expense:CIAC
Amgrtization Expense; MARA
Amortization Expense
Gain on Disp/Utility Property
Property Taxes
Payroll Taxes
income Tax

Totai Operaling Deductions

Net Operating Income

PENNICHUCK WATER WORKS, ING.
OPERATING INCOME STATEMENT
For The Twalve Months Endod Desomber 31, 2063

Schedulo 1
Nashua Acquisition

£ro Forma Adjustments

91512011
DW10-091, OCA 3-1 DW10-091, STAFF 3413 LESS EMINENT DOMAIN CBFRR APPROACH W/MARA
COMBINED
COMBINED WITHOUT CHY OF CITY OF CITY OF
PROFORMA 12 PROPOSED BATA 2 “;'gg;gg;‘m ™ cnsS:sE; pro TESTYEARSE  EMINENT PRO;?;,M“ % Final Final Rate NASHUA NASHUA NASHUA CBFRR
MONTHS REQUESTS ADJUSTMENTS FORMA STEP PRO DOMAIN INGREASE  Adiustmont Ordar MARA ABJUSTMENTS APPROACH
123108 ADJUSTMENTS 231108 aDusTMENTs FORMATEST COSTS CORMA TEST  DW 1009 oW 10081 ADJUSTMENT  FORCBFRR REVENUE
YEAR RECOVERY VEAR PER BOOKS  APPROACH REQUIREMENT
$ 24118426 § -8 26116426 % S § 24198425 5 24.116.426 24,116,426 (59,838,623 S 14278803
508 - 98 - 658 658 698 638
365266 §1.320) 363,936 - 353936 383,936 363,038 363.935
24482389 {1,330} 24,481,060 - 24,481,050 . 24,481,060 24 481,060 ($9.835,823) 14,644,437
3.337.933 {36,485) 3,301.448 35,750 3,357,189 3,357,189 3,357,199 3,357,799
1,379,179 (3.214) 1,375,965 - 1,375.955 1375985 1,375,965 1,375,965
574,304 - 574,384 R 574,594 574394 574,394 574,394
434,574 - 424,974 - 434574 434,974 434,974 434574
6,142,486 142.504) 6.099,583 - 6.099.563 5.099.583 5.009.583 {1.125,625) 4973958
[166.809) {168,80%) {166,809)
(1.476.315) 7,661 (1,458,354} - {1.458,354) {1.468,354) {1,458,354) (134,985) (1.503,339)
10,352,652 (74,642) 16,318,010 55,750 16,373,750 - 10,373,760 (186,808)  10,205.851 - (1,260,610 8,946,342
4,070,540 (7.868) 4,062,652 80,768 4,143,420 4,143,420 4,143,420 {1.516,284) 9 2E27.136
{480,385} - 1480,385) - {480.385) - {4806.385) (480.385} (480,385)
- - B . . - - - . 830,874 (830,974) & -
495,885 {1.6906) 494,182 - 494189 (536,100} (41911} {41.911) - @ (41,911}
168,984
2 674,108 2,844,083 74,847 2,918,940 2,918,940 2918840 2,918,940
520,118 - 520,118 - 520,118 520,118 520118 (54.044) 466,074
1.495.612 (34,425) 1462147 (83.722) 1,378,395 212,348 1,560,744 1,590.744 (2,774,052 0 {1.184.207)
8.776,879 125,905 8,962,784 71,893 8074678 (323.751) 8,650,927 - 8.650.827 §30.574 (5,176,254} 4,305 647
5,312,859 (52,589 5,260,266 (127 644} 5,132,622 323751 §456,373 166802 5,623,182 (830,974) ($3,395,759) 1,392,445
tos:
(1) Pro Forma Income Taxes caltulated as folows:
Tolal pra forma reducton In epeTaiing expenses. 2830938
Total Proforma Revenug decrease S85.836.623
Totd Proforma NOI befora income tax {7.065 685}
2051% Zrieg5m, +

“Negatve Incamnge Taxes wili be oftset by taxes on addiiona! fevenues rom zevenue doficiency per Schedule A

(2} Amorizabon Expense assaciated with City Emmnent Domain Cost Recovery over 30 years
(3} Elwmunate Deproconon Exponses lor Equity relelsd assets bought by Gy
{4} Ebminate Ertre MARA Amortzaton Expenss Atifbulable to Equiy-Related Assals Acauited by Oty

PWW @ 6.5%



Ponnishuok Wate! Worits Ina
Pro Forma Adjusimonts to Not Oparstng Insoma
For Tho Twaivo Months Endod Docambar 31, 2003

Revenus
Ta tecognize adiusimadt of fued pnnust tevarue
requrement (o meet Ty Bons dbigaton
Total Cay Bond
Bond Interest Rate
Bond Ponioc
Calcwiaied pro fato for Tty Bored based e d
conslant paymen! and a constant bond rete
Caloulvtod aa Toffows:
PYWW Pro Rata Share
Less Rate Stabilzavon Reserve
FAY Pro Rata Share 156 A7
Less PWW Prp Rals Snare of Rate StabAzatin Reserve
Less T2y Emwncnt Do o8t Recovery
Tolal FWWY Pro Raiz Shore for CEFRRAMARA
Bore Intorest Rato
Bond Poriod

Pro Raa Colcuiation a8 lofovrs

PWW § Southwaoa Equey (BIH2011)
PEU Equey [BAV01N

PAC Equity [B312017)

PWW & Southwvood % CBFRR baged on pra rata ety
PEU % CBFRR basad of o rals equiy
PAG % CBFRR nosed Gn pro rat equiy

Fotal Cry Bongt

Administrativp 2nd Genoral
Acinin

Officers

Gty Appanited CEQ

Boous
Adrmn

Officers
Ly Appoaned CEQ

Banaliy,

Peasion

aRTH

Neadicat

Dentat

Group Life/Csabiity

Oricers Lije

Long Term Care

Paytch Taxes
Trawnng/Educationat Sermnars

Meerrss & Somvemions.

Hemor Mamageren Veheiz
Memzershups

Total Agrnhvstratve ahd General

Lese Povrol Taxes
Total Adminictrahve snd Gunara

CUFRR
Pio Forma

Adjustmpnts

4152,099.885
6 50%
30

5133,453,268
$5,000.00G
109.06%

584,557,258 188 G0%,

B7 74% $131,453,268
1GH0% 516,124,105
186% S2572512

Froposed Sottlomont
Sohodulo 1
Abmenmont A

Pons 1
Hasbuz Anquisinen
gy b

CRERR
Fro Forma

Adjustments

28056 023

100, 65% 535206 885

3 (2385%)

5 (737.000)

s . 200008 s {774.506)

5 {7,600}

5 (38500

e 1E000 s {ze.5001

Criy Appomted
Recustion cED

345000} 5 6145 5 {145,925

S (9B84) 5 6080 5 [18534)

5 {E25In § 5487 5 (7.045)

s @232} § S8t 5 (1881

H {2.869] $ 588 5 (1285

$  (0¥n s 370 3 BEN

5 53671 § 1488 3 (4859

$ (558303 S 1586 § (54040

5 {N7.570) & - {17,570 & 1326,597)
H {18,500)
1Y {1,000}
3 (22 48651
3 {1,378.669)
1 54, Déd
$ aaRerE.

PNV @ 6 5%

Re Coy of Nethuo Acyursion of Penmchuck Corporafion
Dockat o DW 11-026

Excaet BIH (200 Supp)

Puge 4o’ G



Re. City of Nashua Acquisition of Penmchuck Corporation
Docket No DW 11.0256
Exhibit BJH (2nd Supp)-1

Page 5ot 9
Proposed Settlement
FPepnichuck Water Werks inc Schedute ¥
Pro Farma Adjustments to Net Operating income Attachment A
For The Twelve Months Ended December 31, 2009 Pape 2
Nashua Acquisition
512011
Pro Forma
Adjustments
Management Fee
Allccation from Corporate
Professional Fees & Serviges {132.338)
D30 Insurance {86,479
Annual Report Cost {24,965}
Auxditors/SEC Legal Expense {210.888)
Corp Govemnance LegalAST (32.053)
Cirectors Fees & Migs/Corp Secy {25.052)
EDGAR Filing/NASDAQ 8 Other A74.427)
% lo PWW TA90% s 586,203! $ (439,066)
Allocation to Affiates
Salsries {771,595}
Bonus {28,500}
Benefils (338,507)
Meetings & Conventions (19.600)
Senior Managemenl Vehicle (1.009)
% lo Affilates 25.30% * (1.156,203) s 304,081
Total Managerment Fee 5 (134,885}

Note;
"Management fee allocation based on current percentage alocation.

Depreciation Expense
To eliminate depreciation expense for equily related assets
purchased with City Bond as pari of the ciosing transaclion CB4183,018 (1)
at & composite deprecialion rate of 2.8%. 2.80% % (1,516,284)

Amortization Expense
To provide for amortizalion expense on Cily Eminent Domain
Costs as follows: ]
City Eminent Domain Costs BRI -
30

Amortization Period years s -
Amortization Expenise

To provide for amortization expense altributable to $128,453.268 (Sch1, AthA Pg1)  $11.775.281

MARA hased on raie and grincipal payment £6,677,087 (Sch 4) 30

Year One Amartizalion Expense 571,775,281 6.50% 3830,974
Income Taxes

To record income laxes as a resull of pro forma $ (2,774,352)

adjusiments 1o income slatement.
FINAL RATE ORDER NOI ADJUSTMENTS

To record final adjusiments 1o Net Operating Income % {166,809
as approved in Rate Order DW10-091

PWW @ 6.5%



PENNICHUCK WATER WORKS,INC.
COMPUTATION OF RATE BASE
For The Thirteen Momhs Ended December 31, 2009

Re. City of Nashua Acguisiion of Pennichuck Corparation
Docket No. DW 11026

Extubd BJH (2nd Suppj-i

Pagebof9

Proposed Setttement
Schedule 3

Nashug Acguisition
Pro Forma Adjustments

7512011
DW10-091, OCA 3-1 OW10-091, STAFF 3-13 LESS EMINENT DOMAIN CHIRR APPROACH WIMARA,
LOMBINED COMBINED PRO : Ty
PROPOSED DATA  '© ggggg:;‘m STEP INGREASE  FESTYEARE  aTiOUT  FGRMAS STER Finat Southwood F"(’;;':fte ADJUSTMENTS PROFORMANASHUA  PRO FORMA NASHUA
RECQUESTS ACIETMENTS PRO FORMA STEL PRG DOMAIN COSTS NCREASE Adjustment Assets DW 10081 & FOR PWW'S PRO ACGASITION RATE BASE FOR
ADJUSTMENTS ADJIUSTMENTS FORMA TEST FORMA TEST DW 10.0%1 RATA SHARE OF ADJUSTHMENTS ww
Pro Forma T30 YEAR RECOVERY YEAR Southwood MARA
Description Tast Year
Ptanl : Service 153.687.293 {d421,246) 153,266,047 3,004 456 157,170,503 157,170,503 157,170,563 157.176.503
Adjustmes to Rate Base per Final Rate Order (3.552.467) 2,524 571 {1.037.486) {4.037 496)
Actum Deprec 38,260,217 {7888 38252429 {36,477) 38,215.852 38215952 38,215,852 38,215,052
Actum Depres: Lass 4,050,376 - 4.050,375 227 4,652,853 4,052853 ¢ 852.653 4.052.853
Accum Depras. COR 1.708,176 - 1708176 185,793 +,893,963 1,893,969 1.893.569 1,893,963
Theorelical Reserve 882 800 - 852,906 - 862,900 882800 882,950 BE2.800
Avquistion Adjusiment 844,905 - 844,905 844,505 844,805 B44,805 844,905
Ascum Amort At Ad) 95,522 205,522 - 206,522 296522 285,522 288,522
Munieipal Azquisicon Rethiatony Assel (MARA) - - . . . . - - - 71.778.281 T1.776.281
Accum Amon MARA A - - - - - - . - - -
CIAC 26,898,134 - 26.888.15¢ . 25.695,154 26,898,154 26.898.154 26,298,154
Amen, of CIAC 4,037,526 - 4.037.526 . 4,037,526 4037526 4037526 4,037 526
98.653.417 {413,358) $8.246,059 4,129,003 102,375,062 102,375,082 {3,562, 487} 252497 101,337 566 T1./79.281 173,112,847
ADD:
Working Cap 1,296,071 (8.203) 1.257.168 6.874 1,294,042 1.294.042 1,204 042 {165,432} 1,132,608
FMaterials & Supplies 825,124 - 25124 . 825134 §25.12¢ 825.124 826124
Prepaid Exprenses 391,159 - 381,159 - 391,159 391.15% 391.158 3911358
Prepain Property Taxes 55.545 - 55,565 - 55.545 55,545 55,545 55,545
Prepaid fngome Texes - - - - - - - -
Other 8 Deferred Charges 12,529,973 {93.438) 12,518.935 . 12,518,535 €2,824,907) 7.683.628 7,693 528 7693628
15,008,172 20,8473 15,077 541 B&74 15,084,405 (4.824.907) 16,258,497 10.259.497 - (155453 10,104,064
DEDUCT: - - -
Customer Advances 84000 84,000 - B4.G00 B4.000 84,000 84.000
Cuslernes deposits & other 138,756 - 138,756 - 138,756 138.756 138,756 138756
Delerad Income Tax 12,920,917 - 12920917 - 12.520917 12.820.917 12,926,817 12920917
Delerred Tax Lrabity 85591 - 855191 - 855,131 855,195 855,191 B55,19%
Unamart ITQ 7B4 440 . 784,440 - 784,440 784 240 784,440 784,440
Deferred Rental Cregns 105,550 105,550 B26.00G $33,530 933.550 §23,550 833,550
Untunded FAS 108 and 158 Costs 1,135,245 . 1135245 - 1,135,245 1,135.245 1,135,245 4,135,245
16,024,055 - 16,024,000 £28.000 16,852,099 - 16852000 16,052 099 - 36.852.00%
TATAL Rate Base 97,733,490 {433,959} 97,299,491 3,307,877 100,607 368 {4.824,907) 95,782,461 (3,562,467} 2,524,971 44,744 965 3,775.281 {195,433} 165,364,812
DEQUCT: Equity Reiatad Assels + BMARA {128453.7268) 1 (126.453.268)
ADD: Gty Erunent Dumain Cost Recovery . .
ADD: Rale Stabsizavon Cash Reserve 5.000,000 5,000,800
Total Rate Base §7.733.450 {433,999} 97,?&9_&91 3,307,877 100,607 383 i# 524 907} 95,762,467 ﬁégﬁg?) 2&4,9?1 94,?44,9§=5 74,775,281 {12:!_;’@'"_?8.701] 42,811.544

1. Includes the glemination of MARA,

PWW &) 5.5%



Pennichuck Water Works Inc
Pro Forma Adjustiments to Rate Base
For The Twelve Months Ended December 31, 2008

CASH WORKING CAPITAL
To reduce working capital as a result of O&M Expenses
Pro Forma Adjusiments (Schedule 1),

EQUHTY DEDUCTION
To deduct pro rata share of assels associatad with
commom equity to be purchased by City Bonds at
closing.

Ta deduct all equity value associated with MARA
Total Equity Deduction
RATE STABILIZATION CASH RESERVE
To estabiish 2 rale stabilization reserve for the three {3)

requlated uilites at closing.

Less: Rate Stabilization Reserve (Schedule 4)
PWW Pro Rata Share
Total PWW Pro Rata Share for City Bond

{1} Pro Rata Calculation as follpws:

Rate Base

PWW (DW10-091, Per Final Order}
PEU (As of 12/31/2009)

PAC (OW10-091. Per Final Order)

DEFERRED DEBITS

W

Final Adjustment
DW 10-091

Re: City of Nashua Acquisition of Pennichuck Corporation

Docket No. DW 11-026

Exhibit BJH (2nd Supp)-1

Page 7 of §
Proposed Settlement
Schedule 3
Attachment A
Nashua Acquisifion
Q1520114

CBFRR
wi MARA
Pro Forma
Adjustments

(1.260.610)
12.33%

$6.000,000 (1)
100.00%

56,677,987
6,847,954
1.071,318

364,597,259

100.00%

To provide for City Eminent Domain Costs that wilf be amortized over 30 years

FINAL RATE ORDER NOI ADJUSTMENTS
To record final adjustments to Rale Base
as approved in Rate Order DW10-091

s _(3,562467)

PWW @ 6.5%

$ {155,433}

$ri {56 677.987);

s (71,775,281

$ {128,453,268)

3 5,000,000




Capital Component
Long-term Debt
Short-term Debt
Freferred Stock
Commen Equity

Overalt Rate of Return

Re: City of Nashua Acquisition of Pennichuck Corporation

Docket Ne. DW 11-026
Exhibit BJH (2nd Supp)-1
Page 8cf g

Propesed Setiiement

Pennithuck Water Works, Inc. Schedule 4
Overall Rate of Return Pro Forma Adjustments
gr15/2011
For the Twelve Months Ended December 31, 2009
NASHUA ACQUISITION - CBFRR

DW10-091, OCA 31 Component Weighted

Filed Final Rate MARA RSF Adjusted Component Cost Average

Amount Adjustment Qrder Adiustinent _Adiustment Amount Ratio Rate Cost Rate
$ 51.855007 § {2.301,100) & 49,553,807 $ 49,553,907 100.00% 6.04% 6.04%
- - - 0.00% 0.00% 0.60%
- - - 0.00% 0.00% 0.00%
- 56.677,98 $  56677,987 S 71775281 © | $ (128453268) ' § - 0.00% 719% 2 0.00%
3 108,532,894 $ {2,301,100) § 106,231,894 $ 71,775,281 S $ {128,453,268) - $ 49,553,907 100.00% 6.04%
Final Rate Order - DW10-091 7.98%

Notes:

1 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
shali 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 Slatistical Release, H.15(519). "Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as ciose as
possible after, a date four months following the proposed effective date of proposed changes in the
ulility's rates as set forth in the rate filing, plus (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PWW @ 8.5%

CBFRR Pro Forma Adjustment -1.85%



For The Twelve Months Ended December 31, 2009

Griginal Filing

Reference
Staff 2-22 SRF Step Additions Debt

SRF Step Additions Interest

Revised Debt and Interest

Proposed Adjustment

Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

3.728%

Original
2,424 100

80,370

Revised

123,000

4,585

PWW @ 6.5%

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. BW 11-026
Exhibit BJH {Znd Supp)-1
Page 9cf 9
Scheduie 4
Attachment A
Pro Forma Adjustments

Outstanding Debt All in Annual Funded
Funded Cost Effectve Rate
£1,855,007 $ 3,077,604 5.94%
{2,301,100)
{(85,785)
49,553,807 $ 2,991,818 6.04%
(2,301,100}




Consolidated Rate Base

RATE of Refurn
income Required
Adjusted NG|
Deficiency

Tax Factor
Revenue Deficiency
Water Revenues (2}

Proposed Revenue Inc

Total Revenue

PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corparation
Docket No. DW 11-026
Exhibit BJH (2nd Supp)-2

Proposed Settlernent
Schedule A

City Bond Fixed Revenue Requirement

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

ADD: NC Capital Surcharge Revenue

Total Revenue:

Notes:

(CBFRR)
PROFORMA oo oo cesy COMBINED PRO CLES;’-:;’?NHT%A CITY OF NASHUA

TEST YEAR ADJUSTMENTS FORMA TEST REVENUE
12 YEAR YEAR FOR CBERR REQUIREMENT

APPROACH

$ 18937424 $ (4646514) § 14290,810 § 14200910 $ (8,879.610) $ 7,411,300
7.60% 7.60% 7.60% -2.93% 4.67%
$ 1,430,244 3 1086109 § 1,086,109 $ 346,108
$ 911,114 $  (177.830) § 733284 § 733284 $ (500,051) 233,233
$ 528,130 $ 352,825 352,825 $ 112,875
60.39% 60.39% 60.39% 60.39%
$ 874,532 $ 584,244 $ 584,244 $ 186,911
$ 50944734 §  (295242) 5649492 § 5649402 4,414,749
14.71% 10.34% 10.34% 3.31%
S 5,033,736 § 6,233,736 5 4,601,660
$1,234,743
$ 295,242 $ 295,242
S 6,528,078 $ 6,131,645

(1} &liminate Capitai Recovery Surcharge Assets and related revenues and depreciation expense.
{2} Water Revenues are reflected without Capital Surcharge Revenues

PEU @ 6.5%

Page 1 of 7



PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Revenue Requirement
For The Tweive Months Ended December 31, 20098

1 Revenue
To recognize adjustment of fixed annual revenue
requirement fo meet City Bond obligation,
Total City Bond
Bond Interest Rate
Bond Peried

Calculated pro rata for City Bond based on a
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 &) ©

Totat PEU Pro Rata Share for City Bond
Bond Interest Rate
Bond Period

Notes:
{1) Pro Rata Calcuiation as follows;

PWW & Southwood Equity (8/3172011)
PEU Equity (8/31/2011)
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

$1152/009,885:
8.50%

Re; City of Nashua Acquisition of Pennichuck Corporation

Proposed Settlement

] 30 yrs

(<7 ]

16,124,105 {1}

16,124,105

6.50%
30 yrs

5 56 87.74%
$ 84 10.60%
‘5 1071318 1.66%
$  B4,597,259 100.00%
87.74% $ 133,453,268
10.60% § 16,124,105

1.66% $ 2,522,512

100.00% $ 152,009,885

(2} Any ingome taxes on revenues will be offset by deductions for interest expense on City Bonds
calculated below and depreciation expense associated with equily related assets per Schedule 1,

Attachment A, page 2.
Total interest Payment on City Bond (year one)
PEU Pro Rata Share
PEU Pro Rata Interest Benefit

$9,886,493
10.60%
$ 1,048,067

PEU @ 6.5%

Schedule A
Attachment A
Nashua Acquisition

Pro Forma

Adjustments

$1,234,743 (2)

Docket No. DW 11-026
Exhibit BJH (2nd Supp)-2
Page2 of 7



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

Exhibit BJH {2ng Supp)-2

Page 3 of 7

Proposed Setiement

PENNICHUCK EAST UTILITY, ING. Scheduie 1
OPERATING INCOME STATEMENT Nashua Acquisition
For The Twelve Months Ended December 34, 2009 Pro Forma Adjustments
CBFRR APPROACH WINARA
PENNIGHUCK ::g_i?ji CITY OF NASHUA CITY OF NASHUA
Agcount EASTUTILUTY, North Count Pro Forma COMBINED MARA ARJUSTMENTS CBFRR APPROACH
Number NG ' Y Agjustments (1) TEST YEAR absusTmENT — FORCBFRR REVENUE
PER BOOKS APPROACH REQUIREMENT
Water Sales 4618462 3 5.0058656 $ 939,078 % {295,242) & 5649,482 {$1,234,743) 5 4,414,746
Other Operating Revenue 471 32,268 2,691 40,950 40,980
Total Revenues 5,037,925 947,769 (295.242) 5,890,452 s {1,234,753) 4,455,709
Production Expenses 601 10 652 1.437.272 221,083 4,358,356 1,358,358
66010678 &

Transmission & Distribution Expense 8261 328,677 160,100 490,077 490077
Customer Acet & Collection Exp | 902t 504 140,501 41,563 182,064 182,064
Administrative & General Expensa 920 to 950 96,772 26,749 123,521 123,521
tnter Div Management Fee 930 1.261.843 292,844 1,554 487 (256.736) 1,297,751
Total Operatirg Expense 2,956,366 742,138 - 3,708,505 - (256,736) 3,451,769
Depreciation ExpiAcg Adj (Credit) 4031406 579,015 122,593 (111,781} 580,817 (149,870} (3} 439,847
Amortization Expense: CIAC 405 (157 ,454) (11.864) 3582 {168,836} {168,9386)
Amortization Expense: MARA $107,3%4 (107.384) (4 -
Amortization Expense 447 58,728 6,776 (5,003) 59,501 58,501
Arnort Utility Plant Ad; 406 - - -
Taxes Other Than income Tax 408.1 467122 75.384 543,506 543,508
Income Tax 40210410 305,688 (80,813} 224,775 (327,985) (2) {103,210)
Total Operating Dedugtions s 1,253,099 § 112,976 $ {117,412) § 1,248,663 § 107,334 § (585,350} ] 770,708
Net Operating income % B18,460 §$ 92,654 § {177,830) § 733,284 3 {(107,3%4) § {382,557} g 233,?33

HNotes:
(1) Ekminates tha depretialion and amomtzalion expense assooated wih Narth Country Capital Recovary Surcharge
{2} Pro Forma Income Taxes calculated as follows:

City Bond Revenue Requirement s (1,234,743)
Reduced oparating axpenses and cetuctons 5 206,706
NOI proferma adiustinents befora INCOME axes s {826,035}
Income Taxes 3061% § {327,985} *

"Negative Income Taxes wil be offset by taxes on additional revenues from revenue deficency per Schedule A
{3; Elmvnate Depreciauon Expenses for Equity related assels heughl out by Cay
{4} Eumunzte Entre MARA Amortization Expense Attributable to Equity-Related Assets Acquired by City

PEU @ 6.5%



PENNICHUCK EAST UTILITY, INC.
Pra Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31, 2009

1 Revenue
Ta recogize adusiment of fixed annual revenue
requuemeni 1o mest City Bond obkgation

Tatat Gy Bond
Bond interest Rata
dond Penod
Calculatet! pry r&la for Oty Bond hased an @
! anid B bond rate

Calculated as loliows:
PEU Pro Rala Shore
Less! Rate Sabigzanon Reserve
FEU Pro Rata Shere (Sech 3, Altach A}

Total PEU Pro Rata Share for Ciy HBond
Bond inlarest Rate
Bond Perod

Pro Rata Chlcuistion as follows;
PWAN & Southwood Equdy (83372011}
PEU Equity (3/3172011)

PAC Equity (#/731/2011)

PWW & Southwood % CBFRR basad on pro rata equity
PEU % CEFRR based on pro mata equity
PAC % CBFRR based on pro rala equity

2 Management fee
ARocalion trem Cotporate
Prefessisnal Fees & Services
DA0 Wnsurance
Annyal Repon Cost
Audilors/SEC Legal xpense
Corp Gavemance LegalAST
Directors Fees 8 Migs/Corp Secy
EDGAR Fring/NASDAD & Other
% Allocation to PEY

Ailocation from PIWK
Salanes

Bonus

Benafits

Maetings & Conventions
Senior Managenen! Vehicle
% Allecation to PEL

3 Amortization Expense
Te provida Tor amertzabion expense atintutabie (o
MARA based on rate and priagipal payment
Year One Amorhizaton Expense 5 9275,151

& Depreciation Expensea
Tu eliminate depredalion expense (o squsy refated
assets purehased with Gity boad as padt of the glosing
transachon 4l 3 composie deprecialon rates of 2 19%.

5 Income Taxes
To racord inCome taxes as 3 result of pro forms
i 1o mcame t Sty

Nate;
“Managomont foo eliocation Basod da turrent porcontago olfosation.

§ ©17'152,099,885

§.50%
3 v
§ 15124105
3 5 000,000

5 -
§ 35122105
5.50%
0

87.74%
3 10.60%
71318 1.66%

51j597,259 100.00%

7.74% 5133453268
1068% 3 18,124,105
166% 5 2522512

§ 15,124,105 {Sch i, A A
5847354 {Seh s

106 00%  S152.099,885

(132,339)
{8547

(24,965)

{210,588)

(32,053)

(25.052)

(74.427)

15,00% * (585,30%)

(771,595}

(28,350

{236,507)

16,600

1,004

16.50% ¢ (1,156,203}

5 9276151
30
6 50%

TUUIGB4TH54 . sehi

2.19%

$ (828,036)
IGE1%

¥es.

Praposed Settlement
Schedule 1
Attachment A
Nashua Acquisition

Pro Forma
Adjustments

FERTEETN L)

3 {87.930}

$ {168,805
34256 736)

5107394

5 149970

$ _§327.385)

PEU @56.5%

Re

. Criy of Nashu2 Acqusiton of Permchutk Corporalion
Docket No DW 11.026

Extubnl BIH {20d Supp)2

Bagedoi 7



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF RATE BASE
For The Twelve Months Ended December 31, 200

Re: City of Nashua Acquisition of Pennichuck Corporation

Docket No. DW 11-028

Exhibit BJH (2nd Supp)-2

Page 5of 7

Proposed Settlemnent
Schedule 3

Nashua Acquisition

Pro Forma Adjustments

CBFRR APFROACH WIMARA
crry PRO FORMA
PENNICHUCK ProForma oo upinep TEsT ADJUSTMENTS NASHUA PRO FORMA NASHUA
EAST UTILITY, North Country Adjustments YEAR FORPEU'S PRO ACQUISITION RATE BASE FOR PEU
INC. M RATASHARE OF i isTMENTS
Description MARA
Plant in Service $ 38,774,582 &% 5705809 § (4.550908) % 39,928,575 8 39,828,575
Accum Deprec 7,781,193 294,504 {271,782) 7,803,915 7.803,915
Accum Deprec; Loss 927 493 192,960 {272,509) 847 944 847,044
Accum Deprec: COR 30,401 87,138 117,539 117,538
Acquisition Adjustment 10,468,172 10,468,179 10,468,179
Accum Amort Acg Adj 2,487,151 2,487 151 2,487,151
Municipal Acguisition Regulatory Asset (MARA} 9,276,151 0.276,151
Accum Amort MARA Adj -
CIAC 8,807,342 32,770 {14,096) 8,826,016 8,826,616
Amort of CIAC 875,827 12,193 {423} 887,597 887,597
16,038,740 5870,818 (4,537,960) 17,171,686 9,276,151 - 26,447 843
ADLx
Working Cap 385,753 91,508 457,259 (31,656) 425603
Materials & Supplies - 925 g25 825
Prepayments 90,684 10,403 101,087 101,087
Other & Deferred Charges 512492 117,688 {108,554) 521,626 521,626
968,825 220,522 {108,554) 1,080,896 - (31,658} 1,048 241
DEDUCT: -
Customer Advances - - -
Customer Deposits 2,063 z 2,085 2,085
Deferred income Tax 3,288,402 585,842 3,874,044 3,874,044
Deferred Gain on Loans 85574 - 85,674 85,6574
3,376,038 535,644 3,961.683 - 3,961,883
TOTAL Rate Base % 13,631,630 $ 5,305,794 $ (4,646,514) § 14,280,910 $ 9,276,151 $ {31,656) 3% 23,535,405
DEBUCT: Equity Related Assets $ (16,124,105} 2 § {16,124,7105)
ADD: Rate Stabilization Cash Reserve B $ .- -
TOTAL Rate Base $ 13,631,630 § 5305794 $ (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} Inciudes Elimination of MARA

PEU @ 6.5%



PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Rate Base
For the Twelve Months Ended December 314, 2609

Re: City of Nashua Acquisition of Pennichuck Carporation
Docket No. DW 11-026
Exhibit BJH (2nd Supp)-2
Page 8 of 7
Proposed Settlernent
Schedule 3
Attachment A
Nashua Acquisition

Pro Forma
Adjustments
1 CASH WORKING CAPITAL
To reduce working capital as a result of O&M (256,736)
pro forma adjustments. {Schedule 1) 12.33% $  {31,656)
2 EQUITY DEDUCTION
To deduct pro rata share of assets associafed with
common equity to be purchased by City Bonds at ) L
closing. $ (6:847,954)
To deduct all equity associated with MARA g {9,276,151)
Total Equity Deduction 5 (16,124,105)
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 Rata Share for City Bond 3 -
{1) Pro Rata Calcualtion as follows:
Rate Base
PWW & Southwood Equity {8/31/2011) $ 56,677,987
PEU Equity (8/31/2011) $ 6847954
PAC Equity {8/31/2011) $ 1,071,318
$ 64,597,259 100.00%

PEU @ 6.5%



Re: City of Nashua Acquisiton of Pennichuck Carpeoration

Docket No. DW 11-026
Extibit BJH (2nd Supp)-2
Page 7 of ¥

Proposed Settlement

PENNICHUCK EAST UTILITY, INC. Schedule 4
Overall Rate of Return Nashua Acquisition
Faor the Twelve Months Ended December 31, 2008 Proposed Adjustments
NASHUA ACQUISITION - CBFRR

Weighted

Pro Forma Test MARA RSF CBFRR Adjusted Component Component Average

Capital Component Year Adiustment Adjustment Adjustment Amount Ratic Cost Rate Cost Rate
Long-term Debt $7 856,291 $7,856,291 160.00% 4.67% 4.67%
Shoriterm Detst - 30 0.00% 0.00% 0.00%
Preferred Stock - $0 0.00% 0.00% 0.00%
Common Equity 5847054 § §,276,151 g i § (16,124,105} 1 o - 0.00% 7.18% 2 0.00%
CverallRate of Return § 14,704,245 % 9,276,151 § - $ {16,124,105) $ 7,856,291 -100.00% 4.67%
Authorized ROR 7.60%

Notes:

1 To efiminate common and MARA equity purchased by City Bong as part of closing transaction.

2 The component cost rate (allowed ROE) with respact to any Common Equity

in any future rate case

shall be equal to (i) the most recent 12-month average of thirly-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15({518). "Selected Interest
Rates”, or a successor or equivalent publication, including the inlerest rate published on, or as close as
possible after, a date four months foliowing the propased effective date of proposed changes in the
utility's rates as set forth in the rate filing, plus (if) 3.0%. As an example, the 12-month average including

September 2011 was 4.18%, so the formula allowed ROE would be 7.19%.

PEU @ 6.5%

Proposed Adjustment 20 8%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. Dw 11-026
Exhibit BJH (2nd Supp)-3

Page 1 of 7
PITTSFIELD AQUEDUCT COMPARNY, INC, Proposed Settlement
COMPUTATION OF REVENUE DEFICHENCY COMBINED INCREASE
For The Twelve Months Ended December 31, 2009 Scheduie A

City Bond Fixed Revenue Requirement
DW10-080, OCA 3-1 DW10-820, STAFF 3-5 {CBFRR)

{2 MONTHS
FPROPOSED DATA STEP INCREASE GOMBINED PRO . ) GITY OF NASHUA
PRO FORMA  REQUESTS pagpigéan PRO FORMA  FORMA & STEP Final F“c',a:d’:ate ADJUSTMENTS C'TLSSENN%S;UA
TESTYEAR ADJUSTMENTS " tio . ADJUSTMENTS INGREASE FORMA ‘;&“zm‘;‘;‘ v 19-:;90 FOR CBFRR REQUIREMENT
) ™ TEST YEAR APPROACH
12431/08 .

Consolidated Rate Base $ 1962038 § (61,125) §  1,900.913 S 112,476 S 2,013.388 § ™ § 2.012.382 ($1.075,185) £938,196
RATE of Retum 7.60% 7.60% 7.60% 7.60% .2.20% 5.39%
Income Required § 149,023 g 144,280 $ 152,923 $ 152922 $ 50,601
Adjusted NO § 75763 S 1595 § 79,348 § (3.632) 5 75716 § 1524 $ 77,240 ($51.086) (53 846)
Deficiency §  73.270 s 55,032 s 77.207 $ 75682 g 54,647
Tax Factor 60.39% 60.39% 60.39% 60.39% 50.39%
Revenue Deficiency s 121,328 $ 107,686 § 20,16t § 127,847 §  (2.325) § 125322 $ 90,158
Water Revenues S 807,433 S 126 % 607,250 - 5 607,258 % 807,259 1] 414,092
Proposed Revenue Inc 19.98% 17.73% 31.32% 21.05% -B3.42% 20.63% 14.85%
Total Revenue $ 728,461 3 714,945 s 735,106 s 732,581 5 504,250
ADD: City Bond Fixed Revenue Requirement (Schedule A, Attach A} $193,167
Total Revenue: % 597,417

1. Adjustments shown are those required to adjust PAC's rate base and NO! to that which was approved in the DW10-090 order

PAC @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket Mo, DW 11-626
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Proposed Settlement

PITTSFIELD AQUEDUCT COMPANY Schedule A

Pro Forma Adjustments to Net Operating ncome Attachment A
For The Twelve Months Ended December 31, 2009 Nashua Acquisition
Pro Forma

Adjustments

Revenue
1 Torecognize adjusiment of fixed annual revenue
requirement 1o meet City Bond obligation,

Total City Bond §/152,009:885 (1)
Bond Interest Rate 65.50%
Bond Period 30 yrs

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

PAC Pro Rata Share $ 2,522,512
Less: Rate Stebitization Reserve § 5,000,000
PAC Pro Rata Share {Sch 3 Attach A) SnED.00%
30

Total PAC Pro Rata Share for City Bond $ 2,522,512
gond interest Rate 6.50%
Bond Periog 30 yis $193,167 (2)
Notes:
{1) Pro Rata Calculation as follows:
PWW & Southwood Equity (8/31/20%1) 87.74%
PEU Equity {8/31/2014%) 7954 10.50%
PAC Equily (8/31/2011) : 0713187 1.66%

S 84,507 258 100.00%
PWW & Southwood % C2FRR based on pro rata equity 87.74% § 133,453,268
PEU % CBFRR based on pro rata equity 10.60% $ 18,124,105
PAC % CBFRR hased on pro rata equity 1.66% § 2.522.512

100.00% 3 152,09%.885

{2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
calkulated bejow and depreciation expense associated with eguity related assets per Schedule 1,
Attachment A, page 2.

Total Interest Payment on City Bond (year ong} $9,886,493
PAC Pro Rata Share 1.66%
PAC Pro Rata interest Benefit $163.963

PAC @ 6.5%



Water Sales
Other Operating Revenue
Total Revenues

Production Expenses

Transmission & Distrbution Expenses
Customer Acct & Collection Exp
Adménistrative & General Expense
Final Rate Order Adiustments

Inter Biv Managament Fee

Total Operating Expense

Dep Exp/Acq Adi Expense
Amortization Expense:CIAC
Amortization Expanse: MARA
Amaortization Expense
Property Taxes
income Tax

Total Operating Deductions

Net Operating income

Notes:

PITTSFIELD AQUERUCT COMPANY
OPERATING INCOME STATEMENT
For The Twelva Months Ended Decombar 31, 2009

DW10-080, OCA 3.1

DWH0-090, DCA 31

Ra: City of Nashua Acquisiion of Pesnichuck Corporation

Docket No DW 11-026
Exhibit 8JH {2nd Supp).3
Page 3of 7

Proposod Sottlomont
Sthodulg 1

Nashua Acquisition

Pra Forma Adjustrants

CEBFRR APPRCACH WIMARA

(1} Pra Forna Income Taxes calgulated as follows:

City Bond Revenue Reguirernant
Raduced operatng sxpenses and deduthons

NO! sroforma adyusiments before income taxes

tncome Taxes

12 MONTHS COMEBINED PRO CITY OF NASHUA CITY OF NASHUA
PRO FORMA PROPOSED DATA WITH STEP INCREASE FORMABSTEP _ . ¢ Final Rate Ord A CITY OF NASHUA CRFRR APPROACH
12 MONTHS REQUESTS PROPOSED PRO FORMA INCREASE O 1‘;‘3;“;"“ '";w :;Dg; i AD JUS"?IGEN‘F peg ADJUSTMENTS FOR RE\“}ENUE
12121708 ADJUSTMENTS  ADJUSTMENTS ADJUSTMENTS  FORMA TEST BOOKS GEFRR APPROACH RE
QUIREMENT
12/31/69 YEAR
5 807133 § 126§ 507,258 S .8 607,259 s 607.259 ($193,167) $ 414,092
5429 - 5.42¢ - 5429 5.428 5429
612,562 126 512,568 - 612,588 512,688 - (193.167) 418,521
86,592 - 86,392 - 86,392 86,392 86,392
52,375 - 52,376 - 52,376 52,376 52,376
19,953 - 19,953 - 19,953 18,953 18,953
61,371 {1,354) 60,007 . 60,067 60,007 50,007
{1.524) {1.524)
160,026 (238) 159788 - 159,788 159 788 {31,364} 128 424
380118 (1,602} 378.516 - 378,516 {1,524) 376,992 - (31.364) 345,628
86,085 - 86,086 2.050 88,138 88,136 {27.533) @ 60,603
£24,146) - (24.146) - (24.148) (24,146} (24,148)
16,801 {16.801) .
4,458 . 4.458 - 4.458 4458 4458
81,437 (4.225) 77,212 3964 81,176 §1,178 81,176
8.857 2,358 11,215 {2,382) 8,833 8,833 (53.185) tn (44,351)
156.691 (1.857) 154524 3632 158 455 - 158 456 16,801 (97 518} 77738
g 75,753 & 3505 % 79.548 & ZE30 75,716 § 1524 & 77,240 § 16,804} (364,265) ($3.845)
5 {193,167}
558,897
5 (134,271}
3051% 5 5,165 -

* Negative income Taxes will be ofiset by 1axas on addilional revenues from revetiue deficienty par Schedute A

{2} Etminale Deprocaton Expons:s for Squity refated pssets bought cut by City
n Expense Altnoulabie to Equity-Retsted Assets Acquiregd by Ciy

€] Enbre MARA A

PAC @ 6.5%



PITTSFIELD AQUERUCT COMPANY
Pro Forma Adjustrients ta Net Operating Ingome
ForThe Twelve Months Ended Decernber 31, 2009

Revepug
1 Terecognize adusiment of fixed aonual revenue
requerement ta meel City Bond oblgialion
Tatal City Sond
Bor Interest Rate
Bong Period
Calculsted pro rata for Cry Bond basedon a
constant payMment gnd a constant bond rale
Calcuinted as fallows:
PAC Pro Rata Share
Less: Rale Stabiizaton Resarve
PAC Pro Rata Share (Sch 3.A}

Total PAC Pro Rata Shdre for Cily Boand

Bond Interest Rate
Bong Fenod

Pro Ratg Calculation as feliaws:

FVAWY & Soulhwood BEquiy (07312017
PEL Equity (8/3172011)
FPAC Equity (82172011}

PWWY B, Southwood % CBFRR basad o Pro rala equily
PEL % CBFRR hased on pro 7218 equity
PAC % CBFRR based on oro rata equity

2 Mznagement Fae
Allocation from Caorporate
Professional Fees & Services
D&O Insusance
Anmal Report Cost
Auditors/SEC Legal Expense
Cotp Governance LegavAST
Direclors Fees & MigaiCorp Secy
EDGAR Filing'NASDAGC & Other
% ABoCaton to PAC

Aflecation from PIAY
Salanas

Bonus

Benefits

Meelings & Conventiens
Semor Management Vehicie
% Allotation to Pac

TotH Managemeni Fee

3 Deprogiation Expense
To elemnate depreciahon experss for equily rdated assels
purchased with City Bond as part of closing ransachon
al a cornposile deprecation rate of 2.57%,

£ Amstlization Expénse
To provide for amorication expense aknbulabie o
MARA based on rate and prmipal payrnent
Year One Amornlization Expenss

5 income Taxes
Te retord meome Gxes 35 a fesult of pro forma
adstmens to INCome statgrrent

Hote: *“Management foe Aiseation based O Eurres] peicantdgr allocdtion,

s 2822512 (Sch1 Ah A Pg 1)
3,071,318 (Sem 4y

5 1,451,104

1§:452,096,885
4.50%
30 ym

§ 2822512

otr}
$ 2522312
6.50%

30 s

87.74%
! 10.60%
071418 1,655

T 54597 258 160%

87,74% 5133453268
10.60% & 16,124,105
166% $ 2522512

100.00% 5132.068,835

1.89% *

Propesed Setttemen:

Schedufe 1
Attachmant 8

Nashua Acquisition

§ (32,359
(85.479)
{24.965)

(210,828
32,053)
{25,052)

27

e {74427y
S (386.903)

$ (7T1588)
(28,500)
(336,307}
(19,6003
.00,

Pro forma

Adjustments

§183,167,50

5 {10.552)

180% * 5(1.56 305 & {20817}

& {(nors3e
2.57%

s 1,451,194
30
6.50%

$ 1134271}
3861%

PAC @ 6 5%

5 34,364}

R

£ 16,801

5 {53185

Re Caty of Nathua Acquisiion of Penmchuth Sorporatian
Dockel No DW 11.025

Exhubit BIH (2nd Supp}-3

Pagedof 7



PITTSFELD AQUEDRULT COMPANY
COMPUTATION OF RATE BASE
For The Thirteen #Menths Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Cerporation

Docket No. DW 11-026
Exhibit BJH (2nd Supp)-3
Page 50f 7

Proposed Settlement
Schedule 3

Nashis Acquisition
Pro Forma Adjustrments

DBW10.090, OCA 31 DwW10-094, DCA 3-1 CBFRR APPROACH W/MARA
Ty
PROPDSED DATA 12 MONTHS WITH STEP INCREASE COMBINED PRO . . ADJUSTMENTS PRO FORMA PRO FORMA
PROPOSED FORMA & STEP Finaf Adjustment  Fina} Rate Order . NASHUA
REQUESTS ADJusTMENTS  TROFORMA o coeaSEFORMA DWW 10-090 bw t00ss  [ORPWWSPRO L oousmion NASHUA RATE
ADJSUSTMENTS 12131708 ARJUSTMENTS TEST YEAR RATA SHARE OF ADJUSTMENTS BASE FOR PWW
Pro Forma MARA
Description Test Year . .
Plant in Service 5 3846825 5 -8 3,848,825 § 114526 § 3.961,351 H 3,861,351 5 3.961,351
Agjusimen to Rate Base per Final Rate Onder {7 (7 {7)
Accum Deprec 1.036.132 1,036,132 2,050 1,038,182 1.038.182 1.038,182
Accum Deprec Lass 114 504 194,504 - 114,504 114,504 114,504
Atcum Deprec. COR 406 406 - 406 ARG 406
hMumigal Acgusilion Reguialony Asset (MARA) - 1,451,184 1,451,194
AcCum Amort MARA Ady . R
CIAC 1,148 836 1,148,638 - 1,148,636 1,143,836 1,148,638
Amart of CIAC 255,418 256.418 - 256,418 256,418 256,418
3 2033385 § . 3 2033385 8§ 112,476 & 2145887 3 (3 8 2145854 § 1451194 S - 3 3,597,054
ADD. -
Working Cap 111,754 {51,125} 50,628 - 50,629 50,629 (3,887} 46,762
Matenals & Supplies 588 £88 - ses 588 588
Prepayments 7797 7.797 - 7797 7797 7.797
Other & Deferred Charges 3,505 - 3505 - 3,505 3505 3,505
5 123544 (61125} & 82518 3 - B 52819 § s 82513 3 - {3,867} ] 58,652
DEQUCT -

Customer Advances - - - . S0
Customer Deposits - - - - - $0
Delerred income Tax 194,991 184,991 - 194.291 384.991 $194 991
5 194981 § - 5 194,581 § - 8 t94.991 § - 3 194551 S - § - 5 184,981

TOTAL Rate Base 3 1,962,038 § (51,125} § 1,900,913 5 162,476 8§ 2013388 _§ 75 2013382 8§ 1451794 § (3,867} $ 3!4505715
QEDUCT: Equity Related Assets - - {2,522,512) 1 (2,522, 5123
ADD: Rate Stabifization Cash Ressrve ; :
Total Rate Base: s 1,962,038 3 {61,125} 5§ 1.900813 3 112476 5 20613389 % M. s 2013382 & 1451184 S 42,628379) g 938,203

1. includes the ebmination of MARA

PAC @ &.5%




Re: City of Nashua Acquisition of Pennichuck Gorporation
Docket No. DW 11-026
Exhibit BJH {2nd Supp)-3

Papge Bof 7
Proposed Settlement
PITTSFIELD AQUEDUCT COMPANY Schedule 3
Pro Forma Adjustments to Rate Base Attachment A
For The Twelve Months Ended December 314, 2009 Nashua Acquisition
Pro Forma
Adjustments
1 CASH WORKING CAPITAL
To reduce working capital as a result of Q&M Expense {$31,364)
pro forma adjustments (Schedule 13, 12.33% % {3,867}

2 EQUITY DEDUCTION
To deguct pro rala share of assels associated with

commom equity to be purchased by City Sonds at ${1.071,318)
ciosing.

To deduct all equity value associated with MARA 5 {1.451,194)
Total £Equity Deduction $ {2,522,512)

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

o

Less: Rate Stabilization reserve {Sch A, Attach A) $5,000.000
PAC Pro Rata Share 0.00% (1y s -

(7} Pro Rata Calcufation as follows:
Rate Base

PW\W Rate Base {DW10-081, Per Final Order) 3 56,677,987
PEl Rate Base {12/31/2009) 5 6,847,954
PAC Rate Base {DW10-090}, Per Final Crder) ) 1,071,318

5 64,587,259

PAC @ 6.5%



Re City of Naghua Atquisiban of Penachuck Corporation
Docket No DV? 11-026

Exribt BuH (2nd Supp)-3

Page 7 of 7

Proposed Seitlement

Pittsfield Aqueduct Company, Inc. Schedule 4
Overall Rate of Return Nashua Acguisition
For the Twelve Months Ended December 31, 2009 Pro Forma Adjustments
DW10-030 NASHUA AGCQUISITION - CBFRR

Weighted

Pro Forma Test MARA CBFRR Component Component Average

Capitz] Component Year Adjustment  Final Rate Order  Adjustmemt  RSF Adjustment Adjustment Adjusted Amount Ratio Cost Rate Cost Rate
Long-term Debt 776,850 776.850 % 776,850 75.28% 7.00% 527%
Short-term Debt 255,038 255,038 3 255,038 24.72% 0.50% 0.12%
Preferred Stock - - 5 - 0.00% 0.00% 0.00%
Common Equity 071,318 10713188 1,451,194 §0° P (2hEEHin 1§ - 0.00% 7.19% 2 0.00%
Qverall Rate of Retuom § 2,103,206 5 2,103,206 § 1,451,194 & - $ {2,622,512) b3 1,031,888 100.00% 5.39%
Original Filing 7.60%
Proposed Adjustment 12.20%

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

2 The compenent cost rate (allowed ROE) with respect to any Common Equity in any future rate case
shall be equal to (i) the mest recent 12-menth 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 successcr ar equivalent publication, incluging the interest rate published on, or as ciose as
possible aftar, a date four months folowing the proposed effective date of propesed changes in the
utility’s rates as set forth in the rate filing, plus (i) 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 @ 6.5%



Congoidated Rate Sase

RATE of Retumn
income Required
Adjusted NOI
Dehsency

Tax Factor
Revenue Deficiency
Watar Revenues

Proposed Revenue Ine

Totat Revenue

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

Total City Revenusa:

PENNICHUCK WATER WORKS, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Tweive Months Ended Docember 31, 200%

Re Cily of Nashua Acqusiion of Pennichuck Corporation

Dockel No OW 11026
Extubi BJH (2nd Supp)-1
Page 109

Proposed Settlement
COMBINED INCREASE
Schedule A

152014

City Bond Fixed Revenue Reguirement

DW10-094 OWi0-031, OCA 3-1 DW10-091, STAFF 3-13 ({CBFRR}
PROPOSED DATA 12 MONTHS WITH COMBINED PRO WITROUT COMBINED PRO P . CITY OF NASHUA
PRO FORMA REQUESTS PROPOSED S‘;,E:o"ffoﬁﬁ“:*z FORMA & STE® EMINENT  roRMASSTEP PNl ol Rate Order  Southwood Fina) Rate Order apyustments 77 OF BASHUA
TESTYEAR  ADJUSTMENTS  ADJUSTMENTS 1 icoeyre (o) INCREASE FORMA DOMAIN COSTS INCREASE FORMA DJJ‘-‘:;";“;: DW 10-091 Assets Southaroos FORCBFRR  pooiecoe
(1 12131109 TEST YEAR RECOVERY TEST YEAR - APPROAGH

5 97733490 S (13399%) S 97.290.481 S 3307.877 & 100607368 5 (4824007) 5 0SYE2AGY § (3562467) § 02210094 § 2504877 5 04744965 (51833.420) S 42.911.564
7.86% 0.09% 7.95% 765% 7 95% 0.03% 7.98% 7 0a% 1.95% 6.04%

s 7677233 % .8 7,733,642 s 7,066,562 s 7.613.064 s 7.362.859 $  7.566453 s 2501857
5 5312859 § {52,503} § 5260268 & {127.844) & 5132622 § 323751 5 5456373 S 166,809 S 5623182 S - 8 5.623.182 {§3.746279) & 1,876,003
§ 2364374 3 -8 2473378 5 2,853,040 s 2.156.591 S 1739877 § 184127 s 714954
50.30% 50,35% 50.30% 50 29% 60.30% 50.38% 60.39%

S 3815475 S .S 4035872 S 546736 § 4742408 § (1171036} § 3571272 5 (6905350 § 2880737 5 333820 § 2214857 § 1183895

S 24118426 § -5 24115426 § - s 24,116 426 $  20.9%6.4% § 24116426 S 24116.626 5 75002.0%
18.23% 16.08% 263% 19.65% 4.86% 14 81% 286% 11.95% 1.38% 1330% £91%
YIS A TSR 3w “§SEESTAES TN § 16265006

1. Adjustments shown are those required te adgiust PWW's rate base and NOI to those approved in the DW10-081 Rate Order

PWW @ 5.7%

$9.034.474

$ 25,300,321



Re Oy of Nashea A Hon of P I~
Docke! Mo DW 11-028
Extubn BIH {202 Supg)-}
Pege 2ol 9

Praposed Sertlement
Peanichuck Water Works Inc Schedule A
Pro Fonma Ad 10 R Reg Antachmest A
For The Twelve Months Ended December 3¢, 2003 Nashua Acquisition
of15:2011
Pro Fomma
__ Adjssiments
Revenue
To recogmze adustment of ixed annual revenye
requvement to meet City Bond oblgabon
Talat Cily Bond  $162,009,585
Sord interest Raie 5.78%
Qeng Fenod 33 ya
Cailculated pro ralz for Ciy Bond based on a
conglant payrent and g canstant borxd rate.
Csltututed as follows:
PWW Pro Rata Sharg $133.453,268 W
Less Rate Stabdizaton Reserve 55 500,000
PWW Pro Raia Share sen 343 180,00%
Logs, FWW Pro Rota Share of Rate Swabizaiion Resarve £5.000.000
Less: Ciy Emincent Duman Cost Rocavary i iga
Toral PWyy Bro Rate Share for CEFRF/MARA B128,451 20
Baond Interes! Raie 5.70%
Bong Penod A6 yrs. 59,036,414 {2}
Notes:

1) Pro Ret Gateulibon ay fofiows

PWW 8 Southwood Equiy (3/1/2011) ar.74%
PEL Equity (8332014} 10 60%
PAC Equity {8/31/2011) 1.66%
364,597,259 1C0.50%

PWW & Soutirwaod % CBFRR based on pro rafa eguily 87 Ta% 5133451268
FEL % CAFRR based on pro rala eqisly WEM  $16,124,105
AL % CEFRR pased on pro rala equily +.66% 52,572 512
Total Cily Bond 100.00% 5152 099 885

12} Asty income TaXes on revenuas will be offset by deduchons ot interest expense ore City Bonds
caltulslen below and depreciabion expense sssocisled with equity retated assels pee Schagule 1.
Altachment A page 2

Totat injeras| Payrmant on Ciy Band ivaar oot 88,869,603
FWW Pro Rala Shate B7.14%
PVWAW Pro Rata Interest Beaedil 57.606.636

P @ 5.7%



Water Sales

Water Sales or Resale
Qther Opsrating Revenue
Totat Revenues

Produgtion Expenses

Transmission & Distribulion Expenses

Engingering Expense

Customer Acct & Colisction Exp
Administrative & General Expense

Final Rate Crder Adustmeris
Iinter Div Management Fee

Total Operating Expanse

Dep ExplAcq At £xpense
Amaortization Expense:CIAC
Amortization Expense; MARA
Amortization Expense
Gain on Bispitility Propery
Property Taxes
Fayrodl Taxes
income Tax

Total Operating Deduclions

Net Operating Income

Re Ciy of Mashua Acquisition of Penmchuck Corporation
Docket No. DW 11-026
Exnibil BJH {2nd Supp)-1

Page3of 9
Proposod Sottioment
PENNICKUCK WATER WORKS, INC. Schodulo 1
OPERATING INCOME STATEMENT Nasfwa Acquisition
Far Tho Twelve Months Ended Decambar 3%, 2008 Pro Farma Adjustimonts.
GH46/201%
DW10-091, OCA 3-1 DW10-091, STAFF 3-13 LESS EMINENT DOMAIN CEFRR APPROACH WIMARA
COMBINED
COMBINED WITHOUT CIFY OF CITY OF CITY OF
PRO FORMA 12 PROPOSED DATA 2 ’;’gg;gg;"aﬁ” \ NCR:;;; pro TESTYEARE  EMINENT P*O;_?;M“ 2 i Final Rate  NASHUA NASHUA NASHUA GBFRR
MONTHS REQUESTS ADIUSTMENTS FORMA STEP PRC DOMAIN INGREASE  Adiustmons Order MARA ADJUSTIENTS APPROACH
1213109 ADJUSTMENTS 12731708 ADJUSTMENTS FORMATEST COoSTS PORMA TEST DV 10-09% DW10-091 ADJUSTMENT FORCBFRR REVENUE
YEAR RECOVERY YEAR PER BODKS  APPROACH REQUIREMENT
3 24116426 § -8 24116428 § .8 24116425 S 24116426 24.116,425 ($9,084.414F 5 15082011
636 - 588 - 698 698 698 a9
365.266 {1330 263,035 . 353,536 363536 263036 363.938
24,482 385 (1.330) 24.481,060 - 24,481 060 - 24,481,060 24,481,080 ($9.034,414) 15.445,645
3,337,832 (36,485) 3,301,448 55,750 3,357,199 3,357,180 3,357,199 3,357,199
1,379,179 3,214 1,375,865 - 1375965 1,375,965 1,375,865 1,575,965
574,394 - 574,394 - 574,394 574,384 574394 574,394
434 874 . 434,574 - 434,974 434,974 434 874 434,974
6,142,486 (42,9043 5,099,583 . 6,085,583 6,080,583 £.000.583 (1.125.625) 4,975,958
{166,809) {166.809) (166,809)
(1,476,315} 7,961 {1,468,354) - {1,458,354) (1,468,354} {1,458,354) {134,985) (1,803,338)
16,392,652 {74,842} 10,318,010 55750 10,373,760 - 10,373,760 (166.808)  10.206.8%1 - {1,260,619) 8,945 342
4,070,540 {7,888} 4,052,652 80.768 4,143,420 £,143,420 4,143,420 (1.516,284) 9 262713
{480,385} - (480,385) - {480,385} - (480,385} {480,385) {480,385)
- . . - . . B - - 956,830 (956,920 W -
495,885 {1,586} 434,189 - 494,189 536,100 41,911 £41.911) - @ (41.991)
2.674,108 168,984 2,845,083 74847 2,818,840 2,918,940 2.916,940 2,913,840
520,118 . 520,118 . 820,118 520,118 520118 {54.0443 465,074
1496612 {34.495) 1,452,117 (B2,722) 1,378,395 212.348 1,580,744 1.580,744 (2,457,187 ) {866,452
8.776.879 125,905 8,902,784 71.893 8,974,678 (323,75%) 8,650,027 - 8850927 958,930 (4.984 455} 4,623,401
5312858 (52,593} 5,260,266 (127,644} 5132622 323751 5,455,373 164,808 5,623,182 {956,930) (82,789,349) 4,875,502
Notos:
(1) Pre Forma ncome Taxes calouizied as follows, .
Tetal gro forma reduchon in opeaing exXponses 2830213
Tolal Prolorma Revenuo decresso 89.034.814
Tolal Proforma N1 balotd income 18X 16,201,878)
2551%, 1457 38Ty »

“Nogatwe Income Taxds Will to allsel by taxeh on addiional rovenucs from rovenue daficancy per Schdule A

(Z} Ameruzation Expenss associatad with Sity Emenent Doriann Cost Racovery over 30 years

{3 Elrmnate Ceprogation Exponsds for Equily related assots bought by Gry

(4) €lminate Entre MARA Amonizabon Expense Atributable 1o Equity-Related Assers Acquired by City

PWW @ 5 7%



Pannichuak Wotoer Works o
Pra Forma Adiustmams wo Not Ousratng Incomo.
Far Tha Twolvo Months Endod Dosambar 31, 2009

Rovonua
Yo recognize sdiwstment ol txed snnual revemue
requrement 1o meet ity Bond ablgahos
Talw TRy Bond
Bong Inierest Rate
Bond Perod
Calculprad pro rata for Ciy Bond based on i
constani payment end & constant bond rale
Galaulatod ax foilowa:
PWW Pro Rata Share
Less, Rae Stabizalon Reserve
PAWW Pra Raie Shatt 15 DA
Less: PWW Pro Rata Snare of Rate Stabilizetion Reserve
Lese Ciy Eminent Domam Cost Recovery
Totel PV Pro Rate State for LBFRRIMARA
Bong imerest Rale
Bond Porod

Pro Hgtg Caletation ps foilows

By & Southwoed Equity (8731/2011)
PEU Equly {8/31/2011)

PAC Equiy (BA12011)

EWW & Southwood % CEFRR bosed on pro raty equity
PELI % CAFRR based oh pro £t squiy
PAC % CAFRR bassd 0 pro fain oguity

Totsl Cay Bond

Admnistiatve and Gonmal
Agmn

Ofcars

Cry Appamted CEO

Boms

Adrn

Olheers

Gay Appawted CEQ

Boootss

Penson

401 K

Medical

Denral

Group LiferDisatmty

Qiftrer's Lie

iong Term Cats

Payot Taxes
Tramng/Educabionat Seminars

Meetnng 8 Conwerions

Senm Management Vehise
Membershios,

Totel Adminstratve and Generat

Less Poyroh Toxes
Tota! Adminicirative and Ganacsl

Froposed Settdomont

Sohodulo t
Attachmont A
Pane T
Hashua Aoguistion
e T
GBFRR CRBFRR
Pro Forma PraForma
Adiusirmants Adiustmonts
5152,008,385
570%
30 v
5733.453.268
55.000.000
160.00%
54,600,000
oI e
528,453,268
S70%
2 s ——3a0 s
BIIS6,67T08T T 74%
§ 575,847,854 10.60%
B-T1075218 A66%
$B4 597 759 300 00%
87 74% $123.455288
1080% §16.124,108
I86%  $2,522512
00 00%. §157,000 B85
5 {234,598)
5 {733,000}
5 _2o0neon 5 771.596)
5 {7,050
5 {346,500}
L] 15.00¢ s 28,5001
Ly Appmared
Reducton CEQ
s {153.000) § 815 5 14B42E)
s 24534 3 5000 $ {18554
5 82,532} & 5487 3 (17045
s (8232 & 58% § {7851
s {2859 & 381 0§ {3.288)
5 (10.281) 8 760 3 16.521
S (6,357} & TEE8 3 16.869]
5 {55630) 3 7586 3 (54,084}
] (17,5701 & -5 AT 336,507
] 18,600
5 {1,000§
{22 A5
(1179689
Be 0hd
G

B @ 5 T

Re Ciy of Nashus Acgusnon of Pemmichick Sorporssgn
Docket No OWF 11-026

Extizd B4 (20d Supp)1

Page 40! 9




Pennichuck Water Works inc
Ffro Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31, 2609

Management Fee
Aliocation from Corporate
Professional Fees & Services
DA insurance
Annual Repert Cost
Auditors/SEC Legal Expense
Corp Goverrance Legal/AST
Directors Fees & Migs/Corp Secy
EDGAR FilingiNASDAQG & Other
% 10 PWW 74.90% *

Allocation 10 Affiliates
Salaries
Bonus
Benefils
Mestings & Conventions
Sanigr Managemenl Vehicle
% o Affikates 26.30% *

Totai Management Fee

Note;
*Management fee allocation based tn current percentage allocation.

Deprecistion Expense
To ¢liminate deprecialion expense for equily related assets
purchased with City Bond as part of the closing transaction
at a composite depreciation rate of 2.8%.

Amartization Expsnse
To provide for amonization expense on City Emment Domain
Cosis as follows:
City Eminent Domain Cosis
Amartization Period years

Amortization Expense
To provide for amortization expense atlsibutable to

MARA based ¢n rate and principal payment 56,677,987 (Sch 4)
Year One Amortization Expense $71.775,281

Income Taxes
To record income laxes a5 a resull of pio Torma
adjusiments 1o income statement.

FINAL RATE ORDER NQI ARJUSTMENTS
To record fnal adjustments to Net Operating Income
as approved in Rate Qrder 2W10-091

$128,453,268 (Sch1 AthA Pg 1)

(132,339
(86.479)
(24.965)

(210,888)
(32,063)
{25,052)

(T4.427)
318620

(771,598)
(28.500)
{336,507)
{19,600}
1,009
(1.156.203)

LTBA 153016
250%

Proposed Setttoment
Schedule 1
Attachmeni A

Page 2

Nashua Acguisition
BIBI2011

Pro Forma
Adjustments

$ {439,066}

5 304,081

$ 134,985

$ (1,616,284}

e
3¢

§71.775.281
3¢
$.70%

$55€ 930

5 [2,457.197)

$ (156,809)

PWW @ 5.7%

Re: City of Nashua Agguisition of Pennichuck Corporation
Docket No. Dvw 11026

Exhipit 8J5 (2rd Supp)-1

Page 509




PENNICHUCK WATER WORKS, ING.
COMPUTATION OF RATE BASE
For The Thisteen Months Ended December 31, 2009

Re Caly of Nashua Acquisition of Penmchuck Corporation
Oocket No DW 11026

Extibit BJH (2nd Suppyt

Page 5ol &

Proposed Settlement
Stheduie 3

Noshua Acguisitien
Pro Forma Adjustments

41152011
DW16-091, OCA 3-1 DW130-091, STAFF 3-13 LESS EMINENT DOMAIN CBFRR APPROAGH WIMARA
COMANED COMBINED PRO ary
prOPOSEDDATA P RONTHSWITH grepincasase TESTYEARE MMV rormAsstse  Final Southaood | Ooder™  ADJUSTMENTS PROFORMANASHUA  PRO FORMA NASHUA
REQUESTS ADJUSTMENTS PROQ FORMA STEP PRO DOMAIN COSTS INCREASE Adjustment Assets DW 40-264 & FOR PWW'S PRO ACQUISITION RATE BASE FOR
ADJUSTMENTS ADJUSTMENTS FORMA TEST FORMA TEST PwW 10-091 RATA SHARE DF ADJUSTMENTS Loy
Fro Forma 2431109 YEAR RECOVERY YEAR Southweood MARA
Gascription Test Year
Plant in Service 153,6B7.293 {821.246} 153,266,047 3604 455 157,470,503 157,170,503 157,170,503 157,170,503
Adpstment 1o Rate Base per Final Rawe Order (3.552,457) 252491 {1.037.498) {1.037.496)
Accum Deprec Ja.z280:7 {7.888) 36,252,429 {35.477) 38.215.852 38.215.952 38,215,852 38,215.952
Accum Deprec: Loss 4050375 - 4050378 2,277 4052653 4 052,853 4 D52 653 4,052,663
Azcum Depres COR 1708178 1.708.176 185,793 1,883,969 1.893,958 1.882.969 1,893,369
Theoretical Resarve 882,900 852.900 - 882,800 882,900 832,800 882,900
Acquistion Adjustment 844 905 544,505 - 844,905 844,906 844,305 824,905
Ascum Amed Acg Ad) 296522 296,532 - 230.522 295,522 296,522 296,522
Munitipal Acquigihon Requiatery Assel {MARA} - B - - - - - - . EAREE 2 TLITE2H
Accum Amont MARA Ag) - - - - - - - - - -
Ciat 25.898.154 - 26,898,154 - 26.898.15¢ 26.896.154 26,898,154 26,898.154
Aot of CIAG 2937528 - 4,037,526 - 4037526 4.037.526 40371526 4,037.526
98,559,417 {413,258 9B.246.059 4,729,003 162,375,062 HRATH.082 {3.562.487) 2524871 101,337 568 71,775,281 - 173,112,847
ADE:
\iorking Cap 1,286,371 19.203) 1.287.168 6.874 1,294,047 1,294,042 1,296,042 {155.423} 1338508
Maiznais & Supphes 825,124 - #25 124 - 825124 825,724 825124 BR5,124
Prepaid Exprenses 391.159 38,158 - 291,159 381153 391.159 284,159
Prepaid Property Taxes 55,585 . 55,545 . 55,545 55545 55,545 55,545
Prepaid Income Taxes - - . . . - R .
Othar & Defecred Charges . ta473073 £11,438) 12.518.505 - 12,518,535 (4,824,907} 7593528 7.693528 7592828
15,098,172 {20547) 15077 531 8,674 15,084,406 (#.824.807) 10,259 497 1,250,497 - (155.433) 10,104,084
DEDUCT: - . "
Customar Advances 84000 B 84000 - 84 000 84,000 Ba DOG 84,000
Cuslomes deposits & other 138755 - 138 756 - 138,758 138,756 138,756 138758
Deferred Incame Tax 12,920,917 12920 917 - 12,520,917 12,420,917 12820947 12,920.917
Deferred Tax Liabity B55,191 - B855.191 - 855.1M 855,191 855,181 455191
Unamer ITC T8 440 - THL.£80 N 184,440 154,440 784,440 704 AsD
Detemag Remal Credits 65,550 - 105.550 526,600 233,550 833,550 933.550 833,550
Unfunted FAS 106 ang 358 Costs 1.135,245 . 1,125,245 - 1.135.244 1,105,245 1,135 245 1,135,245
16,024,093 - 15,024,092 825,000 16,852,085 - 16,852,099 16,652,099 [ 16,852 099
TOTAL Rate Base 97,733,480 {433,999} 47,289,431 3,207,877 100,607,368 4,824,507 35,782,461 {3,562,467) 524,974 84,744,965 71,775,281 [453,433) 166,364,812
DEOUET: Squity Related Assels + MARA (128.453,268) 1 (128,453,268)
ADL: Gity Ermnent Domam Cost Recovaty - -
ADD: Rale i 1 Cash Reserve 5,000,000 5,000,000
Totzl Rate Base 97,733,490 {433 999) 57,299 491 3307877 100,607,358 {a,swn 45,782 464 {3.562.467) 2,524,971 94,744,965 11,775,35:1 {123,608 701} 42,511,544

1. #rcludes the elmmabon of MARA

PWYY @ 5.7%



Re: City of Nashua Acauisition of Pennichuck Corporation
Docket No. DW 11-026
Exhibit BJH {(2ng Supp)-1

Page 7 of 9
Proposed Settlement
Pennichuck Water Works Inc Scheduie 3
Pro Forma Adjustments to Rate Base Attachment A
For The Twelve Months Ended December 31, 2009 Nashua Acquisition
911572011
CHFRR
Finat Adjustment ;:2"{__"2?:3
DW 10-081
¢ Adjustments
CASH WORKING CAPITAL
To reduce working capital as a result of O&M Expenses {1,260,610}
Pro Forma Adjustments (Schedule 1). 12.33% $ {155,433)
EQUITY DEDUCTION
To daduct pro rata share of assets associated with
commorn equity to be purchased by City Bonds at s ] ]
closing. B (56 BYT98T)
To deduct all equily value associated with MARA $ (71,775,281)
Total Equity Deduction $ (128,453,268)

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

Less: Rate Stabilization Reserve (Schedule 4) £5,000,000 (1)
PWW Pro Rata Share 100.00%
Total PWW Pro Reta Share for City Bond % 5,600,000

{1} Fro Rata Calculation as follows:

Rate Base
PWW (DW10-091, Per Finai Orgen) & 58,677,987 i
PEU (As of 1213172009} s 6,547 854
PAC ©w10.081, Per Final Order) S 1,071,318 .
$64,597 259 100.00%
DEFERRED DEBITS
To provide for City Eminent Domain Costs that will be amoriized over 30 years $ -

FINAL RATE ORDER NOI ADJUSTMENTS

Te record final adiustments to Rate Base $ {(2,562,467)
as approved in Rate Order DW10-081

PWW @ 5.7%



Re, City of Nashua Acguisition of Pennichuck Corporation
Docket No, DW 11-0286

Exhibt BJH (2nd Supp}-1

Page 8 of §

Proposed Settlement

Pennichuck Water Works, Inc. Schedule 4
Overall Rate of Return Pro Forma Adjustments
911512011
For the Twelve Months Ended December 31, 2008
NASHUA AGQUISITION - CBFRR

DW10-091, QCA 3-1 Component Weighted

Filed Fina{ Rate MARA RSF CBFRR Adjusted Component Cost Average

Capital Component Amoy Adjustment Order Adjustment _Adjustment Adiustment Amount Ratio Rate Cost Rate
Long-term Debt S 51,855,007 § (2,305,100) & 49,553,807 $ 49,553,807 100.00% 6.04% 6.04%
Shon-term Debt - - - 0.60% 0.00% £.00%
Preferrad Stock . - - 0.00% 0.00% 0.00%
Common Equity 'L 56,677,987 S S6.677.087 § 71775281 § (128,453268) 000%  7.18% 2 0.00%
Overall Rate of Return 5 408 532 904 $ (2,301,100) $ 106,231,894 § 71,775,281 § -  § (128,453,268 § 49,553,907 $00.00% 6.04%
Final Rate Order - DW10-091 7.98%

Notes:

1 To eliminate common and MARA equity purchased by City Bond as pad of the closing transattion.

2 The component cost rate {allowed ROE) with respect to any Common Equity in any fulure rate case
shali be equal to (i) the most recent 12-month average of thirty-year United States Treasury bonad
interest rates as derived from the Federa! Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, of a successar 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
utitity's rates as set forth in the rate filing, pius (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE wouid be 7.19%.

PWW @ 5.7%

CBFRR Pro Forma Adjustment -1.95%



For The Twelve Months Ended December 31, 2009

Original Filing

Reference
Staff 2-22  SRF Step Additions Debt

SRF Step Additions Interest

Revised Debt and interest

Propeosed Adjustment

Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

3.728%

Qriginal
2,424,100

890,370

Revised

123,000

4 585

PWW @ 5.7%

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

Exhibit BJH (2nd Supp)-1

Page 8 of 9

Schedule 4
Attachment A
Pro Forma Adjustments

Outstanding Debt All in Annual Funded
Funded Cost Effectve Rate
51,855,007 % 3,077,604 5.94%
(2,301,100}
(85,785)
49 553907 & 2,991,819 6.04%
{2,301,100)




PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2009

PRO FORMA

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

Exhibi BJH (2nd Supp)-2

Page 1 of 7

Proposed Setllement
Schedule A
91152011

City Bond Fixed Revenue Reguirement
(CBFRR)

CITY OF NASHUA

COMBINED PROC CITY OF NASHUA

TEST YEAR ADJUSTMENTS &0 Fggré‘ TEST  EORMA TEST Agéfggf;g S 'REVENUE
{1 {2) YEAR APPROACH REQUIREMENT
Consolidated Raie Base 18,837,424 3 (4.848514) § 14280910 § 14290910 § {5.879810) & 7,411,300
RATE of Return 7.60% 7.60% 7.60% -2.93% 4.67%
Income Required 1,439,244 5 1,086,109 3 1,086,109 $ 346,108
Adiusted NOGI 911,114 % (177.830) 3 733,284 § 733,284 $ (439,240) & 294,044
Deficiency 528,130 $ 352,825 % 352,825 $ 52,064
Tax Factor 80.39% 50.39% 60.39% 60.39%
Revenue Deficiency B74,532 $ 584,244 § 584,244 $ 86,213
Water Revenues (2) 5944734 % (295242) § 5649492 % 5,649,492 5 4,515447
Proposed Revenue Inc 14.71% 10.34% 10.34% 1.53%
Total Revenue $ 6,233,736 § 6,233,736 S 4,601,660
ADD: City Bond Fixed Revenue Requirement (Schedule A, Attach A} $1,134,045
ADD: NC Capital Surcharge Revenue $ 295,242 $ 295,242
Total Revenue: 5 6,528,978 $ 6,030,947

Notes:

{1} Eliminate Capital Recovery Surcharge Assets and refated revenues and depreciation expense.
{2) Water Revenues are reflected without Capital Surcharge Revenues

PEU @ 5.7%



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

1 Revenue
To recognize adjustrnent of fixed annual revenue
requirement fo meet City Bond obligation.
Total City Bond ©$.152,099,885
Bond inferest Rate 5.70%
Bond Period $ 30 yrs

Calculated pro rata far Cily Bond based on a
censtant payment and a constant bond rate.

Calcuiated as follows:
16,124,105

PELU Pro Rata Share $
5,000,000

Less: Rate Stabilization Reserve §
PEU Pro Rata Share (Sch 3, Attach A) &5

LHith

Total PEU Pro Rata Share for City Bond
Band Interest Rate 5.70%
Bond Period 30

Notes:
{1} Pro Rata Calculation as follows:

16,124,105

(1)

yrs

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

Exhibit BJM (2nd Supp)-2

Page 2 of 7

Proposed Settiement
Schedule A
Attachment A
Nashua Acquisition
91512011

Pro Forma
Adjustments

$1,134,045 (2)

PWW & Southwood Equity (8/31/2011) B87.74%
PEU Equity (8/31/2011) 10.60%
PAC Equity (8/31/2011) : 1.68%
S 64,597,259 100.00%

PWW & Southwood % CBFRR based on pro rata equity 87.74% § 133,453,268
PEU % CBFRR based on pro rata equity 10.60% & 16,124,105
PAC % CBFRR based on pro rata equity 1.68% $ 2,522,512
100.00% $§ 152,099,885

{2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
caleulated 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
PEU Pro Rata Share 10.60%
PEU Pro Rata Interest Benefit 5 19,074

PEU @ 5.7%



Watar Salgs
Ciher Operating Revenue
Total Ravenues

Proguction Expenses

Transmission & Distribution Expense
Customer Acct & Coliection Exp
Administrative & General Expense
Inter Div Management Fee

Total Operating Expense

Depreciation ExplAcy Adj {Credit)
Amgrilization Expense: GIAC
Amortization Expense; MARA
Amortizalion Expense

Amort Utility Plant Adj

Taxes Other Than income Tax
Income Tax
Total Operating Deductions

Met Operating Income

Notes:

{1} Efiminates the depredalion and amortization expense associated with North Country Sapitat Recovery Surcharge

PENNICHUGCK EAST UTILITY, INC.
OPERATING INCOME STATEMENT
For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Pennichuck Corporation

Proposed Settlement
Schedule t

Nashua Acquisttion

Pro Forma Adjustments

911512011
CBFRR APPROACH WIMARA
PENNICHUCK Slgigi CITY OF NASHUA CITY OF NASHUA
Account oo UTY. North Gount Pro Forma COMBINED MARA ADJUSTMENTS CBFRR APPROACH
Number Ne, ° UTYY Adjustments (1) TEST YEAR aDJusTMENT  FOR CBFRR REVENUE
PER BOOKS APPROACH REQUIREMENT
4618462 § 5005856 & 939,078 S (205,242) § 5,548492 ($1,134,045) $ 4,515,447
471 32,268 8,691 40,960 40,950
5.037.925 Q47 769 (285.242) 5,690,452 E3 (1,734,045} 4,556,407
601 to 652 1,137,272 221,083 1,358,356 1,358,356
66010678 &

926, 320,977 160,100 490,077 490,077
902 to 904 140,501 44,563 162,064 182,054
920 o 950 96,772 26,749 123,521 123,521

930 1,261,843 292.644 1,554,487 (256,736) 1,297,751
2,966,366 742,139 - 3,708,505 - {256,736) 3,457,768

403600 579.015 122,593 {111,791} 580,817 {148.,670) {3} 435,847
405 {157 454) {11,864 3g2 (168 9386) (168,9386)
5123672 (123,672) (4 .

407 58,728 8,776 {6,003) 59,604 59,501
408 - . -

408.1 467,122 76,384 543,508 543 506
40910 410 305,668 (80.913) 224,778 (288.009) () {53,324)

5 1,253,099 § 112,976 $ (147,412) & 1,248,663 § 123,672 § (561,742) % 810,594
% 818,460 3 82654 § (177,830) $§ 733,284 5 (123672) & {315,568) 5 294,044

(2} Pro Forma ingome Taxes calcutated as foliows:

City Bond Ravenue Reguirernant

Reduced operaling expenses and deductions
NO| proforma adusiments before income taxes
income Taxes

3981%

S
5
s
s

{1.134,045]

406,705
(727 339)

(288,0489) ~

“Negatve Income Taxes will be offset by taxes on additenal revenues kom revenue deficiency per Sthetule A,
(3) Eliminate Depraqution Expenses for Equily related assets pought out by Gy
{4) Ebrminars Entre MARA Amontization Expense Attrbulabie to Equily-Relatad Assels AGqumed oy City

PEU @ 57%

Docke? No. DW 11-026
Exhibit BJH (2nd Supp)-2
Page 3of7



Re. Ciy of Nashua Acquestion of Pennchuck Gorporasan
Docket No Dw 11-626

Exnrnt Byt (2nd Suppj-2

Paga £ of 7

Proposed Setoment
PENNICHUCK EAST UTILITY. iNC. Scheduie 1

Pro Farma Adjustments to Net Opereting Ingeme Attichment A
For The Tweive Manths Ended Decermber 31, 2009 Nashua Acquisition
[rys2011

Pro Forma

Admstraents
T Revenue

To recegnize adiustment of fixed annuat revenue
requirement to mee! Cry Bond obhgabon

Total Cry Bond 5 452,089,885
Bond laleres Rate srons
Bane Penod 30 e

Calcwiated pro rata for City Sond based on a
censtant payroemt ard 8 constan! bond rafe

Calcuiated as fallaws

PEWU Fro Rale Share 5 15,124,305
Less: Rate Stabhizabon Reserve S 5.000.000
PEU Pro Rata Share (5ch 3, Anach A) C.00%

5 -
Tgtat PEU Pro Hata Share for Cary dong 3 16,124,165
Hend inlerest Raie 5.70%
Bend Penod 30 s,

$_ 1,134,045

Pro Rate Celeulation as follows:

PWW & Southwood Equity (83172011} 87 74%
PEL Equity {8/3172011) 10.50%
PAC Equity (83172011} 1.66%
4,597 250 100 00F%
PWW B Southwood % CBFRR based on pro rata equity B7 74%  § 133,453,258
PEU % CBFRR based on pro rata equity 1080% S 15,124,108
PAC % CBFRR basad on pel £3ie equity 168% S 2522512

100.00%  5152.099.885

2 Management Fee

Aliocalion from Corporate

Professionsl Fees & Services {132,338}

DR [nsurance 186.479)

Annual Report Cast {25.965)

Auditors/SEG Legat Expense {210.888)

Corp Governante LegaliAST (22.953}

Direciors Fees & MigsiCorp Secy {25,052}

ELGAR Filing/NASDAQ & Other {78,427}

% Allocation o PEU 15.00% =_§ {585,203) 5 £7.930)

Alfocation from PAWW

Salares {774,595}

Bonus 128,500

Benefils (336.507)

Meetings & Conventions {19.600)

Senior Management Vehicle 1,000,

% Alosauon to PEU 14.60% " (1,135.203) 5 {168,805}
% __(236.736)

3 Amortization: Expense

To provids for amorization grpense slipbutabile to S 16,124,105 [Sch1 Atha) § 5,276,151

MARA based on rate and presapsl payment 5847 354 (scna) 30

Year One Amortizabon Expense 5 §276,151 5.10% 3123,672

4 Depreciation Expense
Ta efirmin®e deprecisiion expense for equity related

assets putchased with City bora as part of the closing BB BT854 . Bk b
Uan5achon Al a ¢emposite depTeddtian rates of 2 18%. 21%% 3
% income Taxes
o record incoms jaxes a5 a resull of pro foma 5 {127,339}
adpstrents 10 income statement. (Sca 1) 3% 61% 3 . [288,099)
Note:

*Manogamaent fro slioonbon Based o SUTTENT poroeniago sHo0stion

PEU @ 5.7%



PENNICHUCK EAST UTILITY, INC.

COMPUTATION OF RATE BASE

For The Twelve Months Ended December 31, 200

Re: City of Nashua Acquisition of Pennichuck Corporation

Docket No. DW 11-026
Exhibit BJH (2nd Supp)-2
Page S of 7

Proposed Settlement
Bchedule 3

Nashua Acquisition
Pro Forma Adjustments

SM5/2011
CBFRR APPROACH W/MARA
ey PRG FORMA
;fg NICHUCK ProForma  nopeinep e  ADJUSTMENTS NASHUA PRO FORMA NASHUA
T UTILITY, North Country Adjustments YEAR FORPEU'S:PRO ACQUISITION RATE BASE FOR PED
INC. ™ RATASHARE OF  ,niicoyenne
Deseription ) MARA .
Plant in Service ¥ 38,774,582 % 5,705,899 3% (4,550,008) $ 39,920,575 $ 38,829,575
Accum Deprec 7,781,193 204 504 {271,782) 7,803,915 7803915
Accum Deprec: Loss 927483 192.960 {272,509) 847,944 847 044
Accum Deprec: COR 30,401 87,136 117,539 117,538
Acquisition Adjustment 10,468,173 10,468,179 10,468,179
Accum Amort Acg Adj 2,487,151 2,487,151 2,487 151
Municipal Acquisition Regulatory Asset (MARA) 9,276,151 9,276,151
Accum Amort MARA Adj -
CIAC 8,807,342 32,770 (14,096) 8.828,016 8,826,018
Amort of CIAC 875,827 12,183 (423) 887,597 ] 887,587
16,038,740 5,670,816 (4,537,960) 17,171,696 9,278,151 - 26,447,848
ADD:
Working Cap 365,753 91,506 457 259 (31,656) 425,603
Materizls & Supples - 925 9285 925
Prepaymenis 90,684 14,403 101,087 101,087
Other & Deferred Charges 512,482 117 688 (108.554) 521626 521 626
968,929 220,522 (108,554) 1,080,896 - {31,656) 1,049,241
DEDUCT: -
Customer Advances - - -
Customer Deposits 2,063 2 2,085 2,065
Deferred income Tax 3,288,402 585,642 3.874,044 3,874,044
Deferred Gain on Loans 85,574 - 88 574 85574
3,376,039 585,644 3,961,683 - 3,061,683
TOTAL Rate Base $ 13,631,630 $ 5305794 % (4,646514) % 14,200,910 % 8,276,151 $ (31,856) % 23,535,405
DEDUCT: Equity Related Assets T % (16,124,105) 2 $ {16,124,105)
ADD: Rate Stabitization Cash Reserve $ - $ -
TOTAL Rate Base $ 13,631,630 § 5,305,794 § (4,646,514) § 14,290,910 8 9,276,151 § {16,155,767) _ $ 7,411,300

{1} Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.

{2) includes Eiimination of MARA

PEU® 5.7%



PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Rate Base
For the Twelve Months Ended December 31, 2009

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

(256,736)
12.33%

2 EQUITY DEDUCTION
To deduct pro rata share of assets associated with
cammon 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 Rata Share for City Bond

{1) Pro Rata Calcualtion as follows:

Re: City of Nashua Acquisition of Pennichuck Gorporation
Docket No. DW 11-026
Exhibit BJH (2nd Supp)-2
Page 6 of7
Proposed Settlement
Schedule 3
Attachment A
Nashua Acquisition
9/15/2011

Pro Forma
Adjustments

$ (31.656)

. (6:847:954)

3 {9,276,151)

3 (18,124,105)

Rate Base

PWW & Southwood Equity (8/31/2011) $ 56,677,967

PEU Equity (8/31/2011) $ 6,847,954

PAC Equity (8/31/2011) $ 1,071,318 8%
$ 64597259 100.00%

PEU @ 5.7%



PENNICHUCK EAST UTILITY, INC.
QOverall Rate of Return
ror the Twelve Months Ended December 31, 2008

Re: City of Nashua Acquisifion of Peanichuck Corperation
Docket Ne. DW 11-026

Exhibit BJH (2nd Supp)-2

Page 7 of 7

Proposed Settlement
Scheduie 4

Nashua Acquisition
Proposed Adjustments

91512011
NASHUA ACQUISITION - CBFRR

Weighted

Pro Forma Test MARA RSF CBFRR Adjusted Component Component Average

Capital Component Year Adjustment Adjustment  Adjustment Amount Ratio Cost Rate Cost Rate
Long-term Debi $7.,858,281 $7.,856,251 100.00% 4.67% 4.67%
Short-term Debt - $0 0.00% 0.00% 0.00%
Preferred Stock - $0 0.00% 0.00% 0.00%
Common Equity 6:847:954° & 9275151 °% ‘5 (16,124,105) 1 - 0.00% 7.18% 2 0.00%
Overali Rate of Return § 14704245 § 9276451 $ - S (16424,108) & 7,856,291 100.00% 4.67%
Authorized ROR 7.60%

Notes:

1 To eliminate common and MARA equity purchased by City Bond as part of ¢tosing transaction.

2 The component cost rate (aliowed ROE) with respect to any Common Equity in any future rate case
shall be equal 1o (i) the most recent 12-month average of thirty-year United States Treasury bond
interest retes 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, pius (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%,. so the formuia aliowed ROE would be 7.19%.

PEU @ 5.7%

Proposed Adjustment L2 3%



Re: City of Nashus Acguisition of Pannichuck Corporation
Daocket No. DW 11-(26

Exhibit BJH {Z2nd Supp)-3

Page 1 of 7

PITTSFIELD AQUEDUCT COMPANY, INC. Proposed Settlement

COMPUTATION OF REVENLIE DEFICIENCY COMBINED INCREASE
For The Twelve Months Ended December 31, 2009 Schedule A
9/15/201

City Bond Fixed Revenize Requirement

DW10-090, HCA 5}21 DW1G-090, STAFF 3-5 o (CBERR)
12 MONTHS
PROPOSED DATA STEP INGREASE COMBINED PRO . ] CITY OF NASHUA
PRO FORMA  REQUESTS PR;‘:E‘;ED PRO FORMA  FORMA & STEP Act'F inal . F"(‘;' d':f“’ ADJUSTMENTS C’TLSL:E':QJSE”UA
TEST YEAR ADJUSTMENTS 7 o' ADJUSTMENTS INCREASE FORMA ' Jvui;"g‘ pw 1p.0s0  FORCBFRR REQUIREMENT
M m TEST YEAR -050 APPROACH
12131109

Consofidated Rate Base $ 1,962,038 5 (61,125) 5 1800913 § 112,476 3 2,013,388 % (7} $ 2,013,382 {$1.075.185) $938,166
RATE of Retura 7 60% 7.80% 7.60% 7.60% -2.20% 5.39%
Income Requirad § 149,023 5 144,380 % 152,923 $ 152,922 5 50,601
Aditsted NI $ 75753 § 3.595 § 70.348 § (3.632) § 75715 § 1524 5 77.240 (871.573) 5,668
Deficiency § 73270 $ 65,032 5 77.207 $ 750582 3 44933
Tax Factor 60.39% 60.39% 60.38% 60.39% £0.35%
Revenue Deficiency 5 121328 $ 107686 § 20,461 S 127.847 §  (2,525) $ 125322 $ 74,405
Water Revenues $ 607133 § 126 8 607,259 - % 667,259 $ 607259 $ 429,845
Proposed Revenue Inc 19.98% 17.73% 3.32% 21.05% 0.42% 20.63% 12.25%
Tolal Revenue s 728,461 S 718945 $ 735,106 s 732,581 s 504,250
ADD: City Bond Fixed Revenue Regquirement (Scheduts A, Attach A) $177,414

Total Revenue:

3 681,664

1. Adjustrments shown are those required to adjust PAC's rate basa and NOI 10 that which was approved in the DW10-090 order

PAC @ 5.7%



Re: City of Nashua Acguisitipn of Pennichuck Corporation
Docket Ne. DW 11-026

Exhibit BJH (2nd Supp)-3

Page 2 of 7

Proposed Setliement

PITTSFIELD AQUEDUCT COMPANY Schedule A

Pro Forma Adjustments to Net Operating Income Attachment A

For The Twelve Months Ended December 31, 2008 Nashua Acquisition
9/151207M1

Pro Forma
Adjustments
Revenue
4+ To recognize adjustment of fixed annual revenue
requirement to meet City Bond obiligation.

Total City Bond “50152,089,888 (1)
Bond Interast Rate 5.70%
Bond Perind 30 yrs

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

PAC Pro Rata Share $ 2,522,512
Less: Raie Stabilization Reserve $ 5000000
PAC Pro Rata Share (Sch 3. Attach A) e
_30

Total PAC Pro Rata Share for City Bond % 2522512
Bonad inferes Rate 5.70%
Bond Period 30 yrs 5177414 2)
Notes:
(1} Pra Rata Calcuiation as follows:
PWW & Southwood Equity (8/31/2011) 87.74%
PEU Equily {8/31/2011) 10.60%
PAC Equity {(8/31/2011} 1.66%

654,587,258 100.00%
PWW & Southwood % CBFRR based on pro rata equity B87.74% & 133,453.268
PEU % CBFRR based on pro rata equity 10.60% 5 16,124,105
PAC % CBFRR based on pro rata aquity 1.66% § 2,522,512

100.00% 5 152.098,885

{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 refated assels per Schedule 1,
Attachment A, page 2.

Total interest Payment on City Bond (year one) 58,665,693
PAC Pro Rata Share 1.66%
PAC Pro Rata Interest Benefit $143,783

PAC @ 5.7%



Water Saies
Other Operating Revenue
Total Revenues

Breduction Expanses

Transmission & Distribution Expenses
Customer Acct & Coliection Exp
Administrative & General Expense
Final Rate Order Adjustments

Inter Div Management Fee

Tota} Operating Expense

Dep Exp/Acg Ad) Expense
Amortization Expens2:CIAC
Ameortization Expense: MARS,
Amertization Expanse
Propery Taxes
Income Tax

Total Operating Deductions

Net Operating Income

[iotes:

PITTSFIELD AQUEDUCT COMPANY
OPERATING INGOME STATEMENT

Eor The Twalva Months Ended Doesormbor 31, 2004

Re. City of Naghua Acqussition of Penruehuck Corporation
Docket No. DW 11-026

Exhibit B3k (2rnd Supp)-3

Page 3o 7

Propasod Sottlement
Schodule 1

Nashua Acquisition
Pro Forma Adjustmonts

{1) Pro Forma ingame Taxes calculated as foliows:

City Bong Revenue Requiremert
Reduced oparabng expenses and deduchons

NCH proforma agjustments before ingome taxes

Income Taxes

Sri5I2011
CW16-080, OCA 3-1 DWI0-5690, GCA 31 LCBFRR APPROACH W/MARA
12 MONTHS COMBINED PRO
PRO FORMA  PROPOSED DATA WITH STEP INCREASE FORMA& STEP Final Adiustmont  Final Rate Ordor oy %FAE:SHUA CITY OF NASHUA CC;:;RO:::RS;:;H
12 MONTHS REQUESTS PROPOSED PRO FORMA INCREASE ‘";w 110 50 ' o 1 U‘fm; ADIUSTMENT peR APJUSTMENTS FOR REVENUE
12131109 ABJUSTMENTS  ADJUSTMENTS ADJUSTMENTS  FORMA TEST BOOKS CBFRR APPROAGH REQUIREMENT
YEAR
12/31i08
3 607,133 126§ 607.259 $ - 8 507,259 5 607,259 (5177.414) 8 479,848
5,428 - 5,479 - 5,429 5429 5,429
612,562 126 612,688 - 512,688 612,688 - (177.414) 435,274
86,392 - £6,302 - 85,392 8o 392 86,392
52,375 - 52,376 - 52,376 52,376 52,376
19,953 . 19,853 - 19,953 19,953 19,853
61,371 (1,384} 60,007 - 60,007 60,007 50.007
{1.524) (1.524)
160,025 {238} 159,768 - 159,788 159,788 (31,364) 128,424
380,148 (1,602) 378.516 - 378.516 (3,524) 376.992 B {31,364} 345628
86,086 - £6.086 2,050 88,136 88,135 (27,533 @ 60,603
(24.146} - (24.146) - {24,146) {24148} (24,146}
19,348 {19,348) -
4,458 - 4.458 - 4,458 4,458 4,458
81,437 {4.225) 77,212 3,964 81,175 81,176 81,176
B.857 2,356 11.215 (2,382) 8833 8,833 (46.945) ¢y (38,111}
156,651 (1.867) 154 524 3532 158 456 - 158,456 18,348 (93.825) B3.979
S 75,753 3,595 § 79,348 S (3,639 & 75716 S 1524 77.240 & (18,348} (352,225 $5.669
(177.444)
£58 897
{118,517
3861% § {46.945) *

"~ Negative Income Taxes will be olfset by taxes on addironal revenues from revenue deficiency per Sthadule A,

{2) Euminate Depreciadon Expenses lor Equily related assels bought oul by City

&) Euminate Entre MARA Amorizabon Expense Alinbutatte Lo Equity-Related Assots Acqued by Gy

PAC @ 5.7%



PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments o Net Operating fncome

For The Twelve Months Enced December 31, 2009

Revenue
1 Torecognie adusiment of fixed annual revenue
requirement 1o reel City Boad obhgabon

Total Sity Bond
Bond Interest Rate
Bond Penod

Calculated! pra rata for City Bord baseti onr a
constant payment and a tonstan! bond rate.
Caleuiatod as follows;

PAL Pro Rata Shore
Less: Rate Stabilization Reserve
PAC Pre Rata Share (Sch 3.4)

Totst PAC Pro Rate Share for Gity Bond
Bond interest Rale
Bond Peried

Fra Rate Calcuigtion 5 fallows:
P & Southwoog Egquy (/31726117
PEU Equity (83112011}

PAC Eguity (BI3T2011})

PWW B Soulhwood % CBFRH based on pre rala equity
PEL % CBERR based on Pro ratd egquiy
PAC % CBFRR based on pro rata equily

2 Management Fee
Allocatian from Corporate
Professioral Fees & Services
DRO insurance
Antea) Repon Cost
Audilors/SEC Legal Expense
Cormp Govarnance LegallAST
Dirtetors Fees & Migs/Corp Sacy
EDGAR FiaingMNASDAG & Other
% Allnsstion o PAC

Allocation from Pavw
Satenes

Bonus

Benefils

Meetngs & Convenhong
Senigr Management Vehicie
% Adlacalion to Pec

Total Maragement Fee

w

Depregiation Expense

To ebminale deprecistion expanse for equaty related nssets

purshased with City Band as pari of closmg Fansacton
ata composile depreciaton rate of 2.57%.

4 Amortization Expense
Ta provige for amorbzation axpense atrbutabie o
MARA based on rale gng phncipal payrnesn
Year One Amortizaton Expense

5 tncome Taxes
Yo record income texes 23 a resull of pro forma
10 reome

Hote: “Managensend foe alloeaton bastd on SUTont perotiithge albdation,

s 2522512 (Sch1,AMA,Pg1)
1,071,318 (Sch &)
$ 1,451,184

Proposed Scttlemeat
Schedule 1
Attachment A
Nashua Acquisition
9/15/2011

Pro Forma
Adjusimenls

$:452,000,865 -
570%

30 g
5 2522512
5,000.600
000
56
& 252emz2
¥
35 v
$177,434.08
$ 156,677,987 B7.74%
; 6,847 954 10 60%
$51071,318 1.86%
5 54,597,259 100%

B? 74% 5133453268
WE% & 16124105
1.66% 5  2.522.512
100.00% 5 152,083,883

s (132.339)
(86,478}
(24.955)
(210,658)
(32,053
{25.052)
74.427)
180% =5 (588305 §  (10.552)

S {771,595)

(28.500)

{336,507}

(19.600)

1,000
1.80% * 5(5,156.203) § {20812}
3R
5 (3,071318) .
257%% 5 {37,333

S 1451184
0 —_———

5.70% -
5 (118517 .
e 381 5 1ssds

PAC @ 5.7%

Re City of Nashua Acquisiien of Pensuchuck Corporation
Docket Mo, DW 11026

Extehal BIH {20d Supp}3

Page 4 of 7



Re: City of Nashua Acquisition of Penmuchuck Corporation
Dockat No. DWW 11-028

Exhibit BJH (20d Supp)-3

Page 5of 7

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE
For The Thirteen Months Ended December 31, 2003

952011
DW1D.650, OCA 3.1 DW10-080, QCA 3-% CEFRR APPROACH YWMARD
cITY
PROPOSED DATA 12 MONTHSWITH e incrpase  COMBINEDPRD ) ) ADJUSTMENTS ~ FRO FORMA PRO FORMA,
PROPOSED FORMA & STEP Final Adjustment  Finai Rate Order NASHUA
REQUESTS ADJUSTHENTS  TROFORMA —  npnSEFORMA DWW 10.050 pw1o.0sg  TORPWWSPRO oo mimon NASHUA RATE
ADJUSTMENTS 12731108 ADJUSTMENTS TEST YEAR RATA SHARE OF ADJUSTMENTS BASE FOR PWW
Pro Forma MARA
Description Test Year

Flant in Sernce ) 3,846,826 3 3 3846825 5 114,526 3 3,961,351 g 3,861,351 § 3,951,354
Adjustment 1o Rate Base per Fmat Rale Orger (v} {7} (")
Accum Deprec 1,038,132 1,036,132 2.050 1,028,782 1,008,182 1.838,162
Actum Deprec Loss 114 504 114,504 - 114,504 114,504 14,504
Accum Depres: GOR 406 406 - 406 405 408
Mumgipal Acquisiion Regulatory ASSet (MARA) - 1,451,194 1,451,184
Ascum Amont MARA Ag) N .
Ciag 1,148,638 1,148,836 - 1,148,836 1.148638 1,148,836
Amart of CIAC 258,418 256,418 - 256,418 256418 256,418

3 2033385 § - 8 2033385 § 1124786 8 2145881 § {71 & 2145854 § 1,451,194 § - 5 3,597.054

ADD: -
Working Cap 111.754 {61,125) 50,629 - 505629 50829 (3,867; 45,762
Malenals & Supphes 588 588 - 588 588 588
Prepaymenis 7.797 7.797 7797 7.797 7797
Qther & Deterred Charges 3,505 - 3.505 - 3,505 3,505 3,505
S 122644 $ €1.129 s 82519 & -8 62510 & P 52518 & % (3867) S 58,652
DEDUCT: -

Customer Advances - - . . - 50
Customer Deposits - - . . - 50
Deferred Income Tax 194 891 154,891 - 194,991 194 951 $184.5H
3 194991 $ - & 184991 5 - % 184,891 § - 5 194931 8 - 3 - 3 194,999

TOTAL Rate Base $ 1,962,038 3§ {61,125) § 1,900913 8 112476 5 2013383 5 {7} 8 2013382 S 1,451,194 5 {3,867} 3 3,460571 5
DEDUCT: Equity Related Assets - - {2,522,592} 1 (2,822,512}
ADD: Rate Stabilization Cash Reserve - -
TYotal Rate Base;] s 1,962,038 5 {63,125} $ 1500913 5 12,4768 2013,38% 3% (7] s 2,013,382 % 1,454,194 S {2,525,37%) & 938,203

1 Inciudes the emmaton of MARA

PAC @ 5.7%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-026
Exhibit BJH (2nd Supp)-3

Page 6 of 7
Preposed Setilement
PITTSFIELD AQUEDLCT COMPANY Schedule 3
Pro Forma Adijustments to Rate Base Attachrent A
For The Twelve Months Ended December 31, 2009 Nashua Acquisition
81512011
Pro Forma

Adjustments

1 CASH WORKING CAPITAL
To reduce working capital as a resolt of Q&M Expense (531,364}
pro forma adiusiments {Scheduie 1}. 12.33% $ {3,867}

2 EQUITY DEDUCTION
To deduct pro rata share of assets associated with

commom equity 10 be purchased by City Bonds at BHA0T3IR
ctoging.

To deduct all equity value associated with MARA B 41.451,194)
Total Equity Deduction § {2.523,512)

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

(& ]

Less: Rate Stabilization reserve {Sch A, Atlach A) $5.000.000
PAC Pro Rata Share 0.00% (1 $ -

{1} Pro Rata Calculation as follows:
Rate Base
PWW Rate Base (DW10-091, Per Final Order)
PEU Rate Base {12/31/2009)
PAC Rate Base (DW1G-G80}, Per Final Qrden)

56,677,987
5,847,954
1.071.318

64,597,258

@i

PAC @ 5.7%



Pittsfield Aqueduct Company, Inc.
Overall Rate of Return
For the Twelve Months Ended December 31, 2008

Re: City of Mashua Acquisttion of Pennichuck Carporation

Docket No. Ow 11.026
Exhibit BJH {2ng Supp)y-3
Page7of 7

Proposed Settlement
Schedule 4

Mashoa Acquisition
Pro Forma Adjustments

ai15/z2011
DwW10-090 NASHUA ACQUISITION - CBFRR

Weighted

Pro Forma 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 75.28% 7.00% 5.27%
Short-term Debt 255038 255,038 ) 255,038 24.72% 0.50% 0.12%
Preferred Stock - - % - 0.00% 0.00% 0.00%
Commaon Equity ST 071,318 1,071,318 5 14561,194 g0 $ (2,622512) 1 § - 0.00% 7.19% 2 0.00%
Overall Rate of Return _§ 2,103,206 $ 2,103,206 & 1,451,194 5 - $ (5,522,512 § 1,031,588 100.00% 5.30%
Original Filing 7.60%

Notes:

1 To eliminaie common and MARA equily 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 T2-month average of thirty-year United States Treasury bond
interes! rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates", or a successor of equivalent publication, including the interest rate published on, or as close as
possibie after, a date four months following the proposed effective date of proposed changes in the
ulility's rates as set forth in the rale filing, pius (fi) 3.0%. As an example, the 12-month average inciuding
Seplember 2011 was 4.18%. so the formula allowed ROE would be 7.19%.

PAC @ 5.7%

Proposed Adjustment




City of Nashua Acquisition of Pennichuck Corporation
DW 11-026

EXECUTION COPY

Settlement Agreement

EXHIBIT 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.

I.

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
RS¥ Account™). The RSF will remain in effect for 30 years or until the City Acquisition
Bonds are retired or refinanced.

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.

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.

The RSF 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 (i.e.,
if the monthly amount accrued to the CBFRR Account is fess than PWW’s approved
monthly CBFRR amount). If the monthly amount recorded in the CBFRR Account is
greater than the CBFRR 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 March 31 of each year.
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Methodologies and Procedures for Municipal Acquisition Resulatory 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

HMARA’!).

1. Determination of the Amount of the MARA. 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 (i1} 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. Each 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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EXHIBITE

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. Tax Status. Interest payments on the City Acquisition Bonds may be includable in gross
income of the bondholder for federal income tax purposes.




