
EXHIBIT DL-3

R-I0-81

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 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 City to establish a municipal water company,
through the purchase of the stock andlor assets of the Pennichuck Corporation, as authorized by
Chapter 347 of the Acts of 2007, as amended and supplemented to the date hereof, which vote
has been confirmed by a m'\iority of the qualified voters of the City of Nashua at a regular
ejection duly called and held for such purpose.

RESOLVED That the Board of Aldermen confirm that acquisition of stock is within the
policy and purpose ofRSA 38 by making the following fmdings required by Chapter 347 of the
Acts of2007:

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 ofRSA 38; and

2. That the acquisition of stock, rather than the direct acquisition ofplant 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.



RESOLUTION:

PURPOSE:

ENDORSER(S):

COMMITTEE
ASSIGNMENT:

FISCAL NOTE:

LEGISLATIVE YEAR 2010

R-IO-81

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 mnnicipal water ntility consisten t
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

Mayor Donnalee Lozeau
Alderman-at-Large Brian S. McCarthy

The fiscal impact related to these findings is found in the
companiou resolution authorizing 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 ofRSA 38.

Approved as to form: Office of Corporation Counsel

By:

Date: - ...../L7-tL=(f-l-"1C?:::.........t-[.L-(P"'---- _



RESOLUTION R·10·81
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 benefi!
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2nd Reading JANUARY 11. 2011

3'd Reading

4th Reading

Other Action Vetoed:

Passed JANUARY 11. 20Il Veto Sustained:

Indefinitely Postponed Veto Overridden:

Defeated Attest:



EXHIBIT DL-4

R-I0-82

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 STOCK AND/OR

ASSETS OF THE PENNICHUCK CORPORATION

CITY OF NASHUA

In the Year Two Thousand and Ten

RESOLVED by the Board ofAldermen of Ihe City ofNashua 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 by Section 118 of Chapter 1 of
the Special Session of the Acts of 2010, which vote has been confirmed by a majority of the
qualified voters of the City ofNashua at a regular election dnly called and held for snch purpose.

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

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

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



RESOLUTION

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

RESOLVED that in accordance with RSA 38:13, as supplemented by Chapter 347 of the
Acts of 2007, as amended and supplemented by Section 118 of Chapter I ofthe Special Session
of the Acts of2010, 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 Pennichuck Corporation and any other documents or agreements
necessary or convenient to the carrying out ofthe purposes of this resolution.

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



RESOLUTION:

PURPOSE:

ENDORSER(S):

COMMITTEE
ASSIGNMENT:

FISCAL NOTE:

LEGISLATIVE YEAR 2010

R·I0·82

Authorizing the Mayor and City Treasurer to issue bouds or
notes not in excess of Two Hundred 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 S. McCarthy

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

ANALYSIS

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

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

Approved as to content,
account structure,
numbers and amount:

Approved as to form:

Financial Services Division

Office of Corporation Counsel

'Date: __I2=-(to ( I C)
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IN THE BOARD OF ALDERMEN

BUDGET REVIEW COMMITTEE AND

JANUARY 6, 20ll AT 7 :00 I'M IN

PUllLIC HEARING ON TlIURSDAY,

RESQLUTION R-10-82
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 stock
and/or assets of the Pennichuck
Corporation

Referred to:

1ST READING DECEMBER 14, 2010'

Other Action _
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM8-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): Jnne 15, 2011

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

New Hampshire
(State or other Jurisdiction of Incorporation)

0-18552

(Commission File Number)
02-0177370

(IRS Employer Identification No.)

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

03054
(Zip Code)

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

Not Applicable
(Former name or former address jfchanged 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:

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

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

o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b»

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

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

The Company hcld its Special Meeting of Shareholders on June 15, 201 J. 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 fully described in our proxy statement filed with the
Securities and Exchange Commission on April 22, 2011, are as follows:

Description of Matters Submitted

http://www.sec.gov/Archives/edgar/data/788885/000095012311059310/cI8835e8vk.htm[J0/14/2011 1:57:32 PM]



Fonn 8-K

I.

2.

Toconsiderand vote on aproposal to ~pprove the Agreem~nt and Plan of
Merger effective as of November 11, 2010 (the "Merger Agreement")
between the Company and the City of Nashua, Ne" Hampshire (the "City")_
whereby the City has agreed to acquire all ufthe outstanding shares of
Pennichuck Corporation common stock for $29.00 per share in c",h.

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

Votes
For

3,307,005

3,215,249

Votes
Against

495,818

574,478

Non-Votes

6,881

19,977

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

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

Item 9.01. Financial Statements and Exhibits.

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

Exhibir99.1 Press rclease of Penniehuck 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.

PENNICHIlCK CORPORATIQN
(Registrant)

Date: June 15, 20 I I By: Is! Thomas C I,eonard

Thomas C. Leonard
Senior Vice President and Chief Financial Officer

-2-

EXHIBIT INDEX

Exhibit No.
99.1

Description
Press release ofPennichuck Corporation dated June 15, 2011.

-3-

http://www.sec.gov/Archives/edgar/dataJ7888851000095012311059310/cI8835e8vk.htm[l 0/14120 II I:57:32 PM]



City of Nashua Acquisition of Pennichuck Corporation
DW 11-026
Settlement Agreement

EXHIBITB

I EXECUTION COpy I

Illustration of Application of the Ratemaking Structure

[See Attached Documentation]



OW10-o91

PENNICHUCK WATER WORKS. INC.
COMPUTATION OF REVENUE DEFICIENCY
forThe Twelve Months Ended December 31. 2009

DW10·091, QC_A3-1 DW10_091, STAFF 3-13

Re City 01 Na.Sl1ua. AcqUisItion 01 Pen'llChuck Corporation
Docl<ot No Ow 11·026

E:<h,b'l BJH (2nd Svppj-1
Page 1 019

Proposed Settlement
COMBINEO INCREASE

Schedule A
9/1512011

City Bond Fixed Ravenl.W R<>quimnmrlt
(CBFRRj

PRO FORMA
TEST YEAR

PROPOSED DATA
REQUESTS

ADJUSTMENTS

(1'

12 MONTHS WITH
PROPOSeD

ADJUSTMENTS
12131109

STEP INCREASE
PRO FORMA

ADJUSTMENTS (1)

COMBINED PRO
FORMA &. STEP

INCREASE FORMA
TEST YEAR

WITHOUT
EMINENT

DOMAIN COSTS
RECOVERY

COMBINED PRO
FORMA & STEP

INCREASE FORMA
TEST YEAR

'Final
Adjustment
OW 11).091

final Rate Order
OW 10..091

Southwood
Assets

CITY OF NASHUA
Final Rate Order ADJUSTMENTS

OW 10-091 &. FOR CBFRR
Southwood APPROACH

CITY 01' NASHUA
REVENUE

REQUIREMENT

Consolidated Rate Base S 97.733.490 S (433.999) $ 97,299,491 S 3,307,877 S 100,607.368 S (4.B24.907) S 95.782.461 S (3.562,467) S 92.219.994 S 2.524,971 , 94,744.965 (51,833.420) $ 42.911,544

RArE of Relum 786% 009% 795% 7.95% 7.95% 003% 798% 798% _1.95% 6.04%

Income Required S 7.677.233 S S 7.733,642 S 7.996,562 S 7.613.064 S 7.362.859 S 7,564,453 S 2,591,857

AdJusled NO) S 5,312,859 S (52.593) S 5,250,266 , {127,644} S 5.132,622 S 323,751 S 5.A56.373 S 166.809 S 5.623,182 S , 5,623.182 ($4,230,733) $ 1,392,449

DC11cier;cy S 2,364,374 S S 2,473,376 S 2.863.940 S 2.156,591 S 1.739.677 S i,941.271 S 1.199.400

Tax Factor 60.39% 6039% £039% 60.39% 60.39% £039% 60.'39%

Reyenue DefiCiency S 3.915,175 S S 4,095,672 S 646,736 S 4.742,408 S (1,171.136) S 3,571.272 S (690,535) S 2,880.737 S 333.820 S 3,214.557 S 1,986,104

Water Revenues S 24,116,426 S S 24.116.425 S S 24,116.426 S 24.116,426 S 24,116.426 S 24,116,426 S 14,279,803

Proposed Revenue!nc 1623% 16.98% 2.68% 19.66% "':.86% 1481% ·286% 11.95% 138% 1333% 8.24%

Tota) Reyenue S 28,031,601 S 28.212.098 S 28.858,83-4 S 27,687,698 S 26,997.163 S 27,330,983 S 16,265,907

ADD: City Bond Fixet!
Revenue Requirement
{Schedule A, AttaChment A} $9,836,623

Total City Revenue: S 26102530

1. Adjustments shown are those reqUired to adlust PWWs rate base and NOI to those approved in the OWtO-091 Rate Order

PWW@65%



Penrltcltuck WaterWorks Inc
Pro Form", AdjUSrtrlents to R"""nue Re""""""'nt

For Tile Twel"" Mont!ls En<.ll'd D&embl't 31. 2009

Re""nue
1 To mCOQn,..'" ad,u$lmenl 01 M~"(! a"""'" r(!VIm,,"

fllQUJrc"'"nl 10 me"" e'IY 6llna ol:>l>\lal,on
TOlal City Bond

SOntllnt",reS! flllie
Bond Penod

CaJr;"laled pro fal" rot Cily &tr<1 /:laser:! em IJ

""nslam P8Y"'Mr am! e (;(}(>Slant 00nd tate
Calculated as follows:

PWN Pro Ral3 SM'"
Les:;. Rate StablhZ3hon Reserve

PWW Pro Rala Snarl!!S<!> 3,")
Less PWo/V Pro Rala snare 01 Rate Sl/lbihUllian Reserve

Less: C,IY Emmell! fXlmain COS! Re¢O\I!!!)'
Tala! PWJ Pia Rala Share lor C9FRRlMARJ,.

Bond InleleS! flale
Sond PenOd

~
111 P,o Rata CalculaMn~ loll""'"
PWW & Soll\1lwood EQu'\y (813112011)
PEU EQuily (a/3112(11)
PAC EQUlly (&13112011)

PWW & $OUlflwood"to CBFRR baSed on 1"0 <ala equily
?"U % C61'RR \lased on pto ralaCQurty
PAC % CBFRR based llIl pn:,I <ala eql."ly

Tolal Cily BOllI:!

$152,09B,8Il.!i
6-50%

"'~

ProPose<! Senlem'l'nt
ScheouleA

ATJ:aChmetltA
Nashua AClIuisition

9/1512011

Pro Form"
AdluSfmenls

$9.836.623 l21

Re C'ly Dr Nashu" IICQu,Sl!,on 01 PennlChucl< Corporat,on
Ood<et No. OW 11·026

E~h,b,\ 6JH [2nd S\Jpp>.l
PllgeZof9

59.886.493
~1.74%

58.674,462

121 Anv ,ncome I"",... on revenues will be offset bv <Ie<luC\;ens fOr imerest expense Of! C,l. Bonds
calculate<l below and ll"llreci<tliem e~peJlsc aSSOXt"te<:l will> equi!Y "";111<::<1 aSS"'_" per SChe<lule 1
AuaChmenl A, pa\lc 2

TotallntercSI Pavmam <m Citv Bond i\I<\>t"""l

PWW Pro Ra!a SM'"
PWIN Pm flata lnle""Sl 6enef,!

P'MV@6.5%



Re City of Nashua ACquiSition of Penn;cI'1uck Corporaf,on
Dockel No DW 11·026

EXhibil BJH (2nd Supp)·1
Page 3 of 9

PENNICHUCK WATER WORKS,INC.

OPERATING INCOME STATEMENT

for Tho TWolve Months Ended Dooombur 31, 2009

Proposed Settlement

Schodulo 1
N<lshu::l Acquisition

Pro Forma Adjustments

9115f2011

1.392.449

2.627,136
(480,385)

(41.911)

8,946,342

3.357.199

1,375.965
574,394

434,974

4,973,958

(166,809)

(1,603,339)

14,279.803

698
363.936

14.644,437

$

C!TYOF
NASHUA CBFRR

APPROACH
REVENUE

REQUIREMENT

($9,836,623)

CITY OF
NASHUA

ADJUSTMENTS
fORCBFRR
APPROACH

($9,836,623)

CBFRR APPROACH W/MARA

(1.125,625)

(134,985)

(1,260,610)

(1,516.284) (3)

830.974 (830,974) (4)

m

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

2.918.940

4,143,420
(400.385)

24.116.426

698
363.936

(41,911)

3,357.199

1,375,965

574,394

434,974

6.099,583

(166,809)

(1468,3541 _

10.205.951

24,481.060

Final Rato
Ordor

OW 10-091

LESS EMINENT DOMAIN

WITHOUT
COMBINED

PRO FORMA &
EMINENT

STEP
Final

DOMAIN
INCREASE

Adjustmorrt
COSTS

FORMA TEST
DW10..Q91

RECOVERY YEAR

S 24.116,426

698
363.936

24,481.060

3,357.199

1.375,965

574,394

434,974

6,099,583

(166.609)

(1,46S,354)

10,373.760 (166.809)

4,143,420

(480.385)

(536.100) (41.911)

2.918,940

COMBINED
TEST YEAR &

STEP PRO
FORMA TEST

YEAR

, 24.116.428

.98
363.936

24,481.060

3,357.199

1,375.965

574.394

434.S74

6,099,583

(1.468,354)

10,373,760

4.143,420
(480.385)

494.189

2,918.94074,847

80,768

55,750

55.750

2.918.940

520,118 520,118 520.118 (54,044) 465,074

(83,722) 1.378.395 212.349 1.590,7<:4 1,590.744 (2,774,9521 (1) (1,184,207)

71,893 8,974,676 (323.751) 6,650,927 8,650,927 830.974 (5,176.254) 4,305,647

DW10..Q91, STAFf 3-13

STEP
INCREASE PRO

FORMA
ADJUSTMENTS

12 MONTHS WITH
PROPOSED

ADJUSTMENTS
12131J09

@2,59-.lL 5,2~QL?66 (1~.T,E3:44) 5~~2,622 323,75' 5,456,373 166,809 5,623,182 (83P,974) (S3,~99,759)

S 24.115,426 ,
698

(1,330) 363,936

(1,330) 24,481,060

(36.485) 3,301.448

(3,214) 1.375.965
574,394

434,974

(42,904) 6,099.583

7.961 (1.468,354)

(74.642) 10,318,010

(7.888) 4,062,652

(480.385)

(1,696) 494,189

169.984
2,844.093

520,118
[34,495) 1.462.117

125.905 8,902,784

DW10-091,OCAJ·1

PROPOSED DATA
REQUESTS

ADJUSTMENTS

PRO FORMA 12
MONTHS
12131109

Water sales S 24.115,425 S

Water Sales for Resale 698
Otoer Operating Revenue 365.266

Total Revenues 24.482.389

Production Expenses 3.337,933

Transmission & Distribution Expenses 1,379,179

Engineering Expense 574.394

Customer Acet & Collection Exp 434,974

Administrative 8. General Expense 6,142.486

Final Rate Order Adjustments

tnter Div Management Fee (1,476,315)

TOlal Operating Expense 10,392,652

Oep ExpJAcq Adj Expense 4,070,540
Amortization Expense:CIAC (480,385)

Amortization Expense: MARA

Amortization Expense 495.885

Gain on Disp/Utility Property

Property Taxes 2,674.109

Payroll Taxes 520,118

Income Tax 1.496,612

Total Operaling Det'luclions 8,776,879

Net Operating lncome 5,312,859

NotoS:

(1) Pro forma Income Tatl$ calculal'd as tonows:
T"lalI)<O forma rodUCbOn ,n 'n,erab"" el<llCllSCS
Total Profo,ma R_nue de,lea""
;01&1 Prol(}lma NOIl>erore 'ncome tax

2.630.9:1$
s9,636.623
(7.005_6$5)

~~,.,,'V, - -J.;U?4,\l52:1 •

''''e9attve Incomo Tax.,.. WIll be ollsef by \a:tC$;on a<ldibonalll!vellues (,om 'llVenue d"fio;i"ncy per Schedule A

(2) AmorIQabM Expenw ..SSOOal!1d wiltl CIlyEmincnl Dom..,,, COS! Reco~ery wer 30 yealS

(3) El""'nate O<!pre",,,hon Exp<lMOS fo, Equ'ly 'olellld assets bOullM by City

(4) Ellm",ate En\lreMAAAArn.ortl~31"m ExpenSllA1Iitbulabll! to EQu't1-Rt!Jated Assl!~ACQui'l!d by Cit'!

P\NW@6.5%
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Pennichuck Water Works Inc
Pro Form.a Adjustments to Net Operating Ineome
For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schodule 1

Attaehment A
Pago 2

Nashua Acquisition
9/15/2011

Re: City of Nashua AcqUisition of Pennlchuck Corporation
Docket No OW 11·026

Exhibit BJH (2nd SuPP)-1
Page 50! 9

Management Fee
Allocation from Corporate

Professional Fees 8. Services
D&O Insurance
Annual Report Cost
Auclltors/SEC Legal Expense
Corp Governance legaL'AST
Drrectors Fees 8. Migs/Corp Secy
EDGAR Filing/NASDAQ 8. Other
%loPWW

AlJocaUon to Affiliates
Salaries
Bonus
Benefits
Meetings & Conventions
Senior Managemenl Vehicle
% to Affiliates

Total Management Fee

74,90% •

26.30% •

s

(132,339)
(86.479)
(24,965)

(210,888)
(32.053)
(25,052)

.(74,427)

(586,203)

(771,595)
(28,SOD)

(336,507)
(19.600)

(1.0001
(1,156,203)

s

s

$

Pro Forma
Adjustments

(43$,066)

304.081

(134.,_98~)

Note;
"Managemenl fee allocation based on current percentage allocation.

Depreciation Expense
To eliminate depreciation expense for equity related assets

purchased witt! City Bond as part of the closlOg transaction
at a composite depreciation rate of 2.8%.

Amortil1:ation Expense
To provide for amortization expense on City Eminent Domain
Costs as follows;
City Eminent Doma:in Costs
Amortization Period years

Amortization Expense
To provide for amortization eXpense attributable 10
MARA based on rate and principal payment
'fear One Amortization Expense

Income Taxes
To record income taxes as a result of pro forma
adjustments to income statement

FINAL RATE ORDER NOI ADjUSTMENTS
To record final adjustments to Net Operating Income
as approved in Rate Order DW10-0S1

$128,453,268 (Sch 1, Ath A, Pg 1)
56,677,987 (Sch 4)

$71,775,281

54,153,018 (1)
2,60% $ (1,516,284)

so
__30_ :1

$71,775.261
30

6.50% $830914

$ (2,774,952)

$ {166,SOll'J

PWVV@6.5%



Re City or Nashua Acqu,sl!lon of Penmchuck Corporalmn
Docket No. OW 11-026

Exhlbrt 6JH (2nd Suppj_i
Page6of9

PENNICHUCK WATER WORKS.INC.
COMPU'rATtON Of' RATE BASE

For TM Thirtoon Momhs Ended December 31, 2009

Proposed Settlement
$Cl>"dul" 3

Nashua A<;quisi!ion
Pro FO<m;:l Adjustments

!l115J2011

OW10.{)91, OCA 3-1 DW10-o91, STAFF 3-13 lESS EM1NE:.NT DOMAIN C6fRR APPROACH W/MAAA

5,000.000
~_~~9) __-~97,2-.i~~---UOr,S77 !I)O,607,3&8 (4,!':24,9(7) 95,782c4.61. --.1M:fi;Z,467L 2~~,971 114.74-4,9_65 7',775,2;81 1123,608..IQ!l

12.529.973 (11.438) 12,~18.535

15,098,172 (20.841) 15.077.531

7.693,628

1,138,608
825.124
391.159

55,545

10,104,064

84.000
138.756

12,920.917
855.191
784,440
933,550

1,135,245
-1~

151.170,503
(1.037.496)

38.215.952
4.052.653
1.893,969

8tl,'l,900
244.905
296,522

71.776.:<81

161;,364.612
·(1211,453.268)

5,000,000
42.911.54-4

PRO FORMA NASHUA
RATE BASE FOR

PWW

(155.-433)

(155,433)
('2S~

PRO FORMA NASHUA
ACQUISlnON

ADJUSTMENTS

71;775281

71,775.2111

CITY
ADJUSTMENTS

FOR PWW'S PRO

RATA SHARE OF

MARA

1,2\)4.042
825.124
391.169

$5,545

".000
131>.756

12.920,917
655,191
784.440
933.550

',135,245

1~
94,744,96$

157,110.503
(1,037,496)

38,215.952
4.052.653
1.1:193.969

8a2,900
844.905
295,522

26.898.154 26,898.154

4.037,526 4.037.526

101.337.566 71,775,281 173,112,847

Fln~l Rate
Order

OW 10_091 &.
Southwood

COMBINED
WITHOUT

COMBINED PRO
TEST YEAR & FORMA & STEP Final

STEP PRO
EMINENT

INCREASE Adjustment
Southwood

DOMAIN COSTS AssetsFORMA TEST
RECOVE:.RY

FORMA TEST ow 10.091
YEAR YEAR

157.170.503 157.170,503
(3.552,467) 2.524.971

38,215.952 38,215,952
4,05Vl53 4,0$2,653
1.893,969 1,693,969

(182,900 882.900
8«,905 844.905
295,522 296.522

26.898.154 26.l.IS8,154
4,037,526 4.037.526-

102:.375,062 102,375-.062 (3.562,467) 2,524,911

l,294J}42 1.294.042
825.124 82:5.12.t.
391,159 391.159

55.545 55,54$

12,518.$3$ (4,824,007) 7.6113,628

6,874 1S.0e..t,40$ (4.824,907) 10.259,497

84.000 84,000
138,756 138,756

12.920,917 l:t920.917
655.191 es5-.191
784.440 784,440
933,550 933,550

1.135,245 1.135,245-

16,&52,099 16.852,099
100,607.366 (4.824,9071 95,782.4 61 (3,552,4671 ---U24.971

6.87-4

(36.-477)
2.277

18;;.793

S28,ooo

828,000

),904";$6

-4,129,003

3,~07.877

STEP INCREASE.
PROI"ORMA

ADJUSTMENTS

38252.429
4.0511.376
1.708,l76

Bel.900
84.t.,IlOS
298.522

1.287,168
825.12-4
391.~$9

55,545

9?,Z99,491

26.eeS.1M
4.037.526

98,246.059

64.000
133,756

12,920.917
85-5,191
784.440
105.550

1.135,2-45

~

153.266,o4i

12 MONTHS WITH

PROPOSE.O
AQJUSTMENTS

12J31/0!l

(413,358)

(421.246)

(7,888)

(9,203)

(433.999)

PROPOSED DATA
REQUESTS

ADJUStMENTS

".000
136,756

12.920.917
655,191
784";40
1OS,SSO

~
16.024,099

1,296,371
625,12-4
391.159
55.545

38.260.311
4.050,376
1.700.175

882,000
844.90~

296.522

97,7l1,490

97,733.490

26,898,154

~
98.6SS.417

153.687.293

Pro Forma
Tesl Year

ADD
WOIl<,ngCap
Malerials & $uppll{!S

Prepa'd Exprenses
Prepaid Property Taxes
Prepa'd income Taxes
Olhl!r & O<rlerred CMrges

DEDUCT
Customer Advances
Cuslomer dePQslls & other
Deferretllncome Ta~

Defe''llll TID; L"'b'l'ly
Unamort ITC
Deferred Refluli Credrts
Unfunded l='AS 1t16 and 1$8 COSls

TOTAL Rate Base
DeDUCT: Equity Relatfld AsSel3.. MARA

ADO: City EmmMI Ooma", C03.l Recovery
ADO: Rale Slabllizahon caSh Reserve
Tot:ll Rate Base

Planl ," Se"'ice
Adjustment ~o Rate Base per F,nal Rate Ortler
Aet;um Depree

A"cum Oepree: Loss
Accum Depree. COR
Theorel,cal Rese"'e

Aequ,slion AdJU3.1IllMl
Aceum Amort Acq Ad)

Munoc,pal Acqu'sil>on Re{l1.llaloIY Ass.,t (MARA)
Aecurn Amo", M.ARA M)

C~C

AmortofCIAC

Description

1. 1t\<;I"des Ihe elbminaliOll 01 MARA

P'lVVl!@65%



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

Exhibit BJH (2nd Supp)~1
Page 7 of9

Pennichuck Water Works Inc
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31. 2009

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9/15/2011

Final Adjustment
OW 10~091

CBFRR
wi MARA
Pro Forma

Adjustments

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

(1.260.610)
12.33°;", $ (155,433)

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

To deduct all equity value associated with MARA

$

s

(56,677.987)

(71.775,281)

Total Equity Deduction $ (128,453,268)

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

5,O~O,OOO$

55.000.000 (1)
100.00%

Less: Rate Stabilization Reserve (Schedule 4)

PWW Pro Rala Shar­ -_.....:.::.::..:..:.:.:..
Total PWW Pro Rata Share for City Bond

(1) Pro Rata caJculaUon as follows:

Rate Base
PWVV (DW10..Q91, Per Final Order)

PEU (As of 1213112009)

PAC (DW10·091. Per Final Order)

s
s

56,677.987
6,847,954
1

DEFERRED DEBITS

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

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

$ (3,562,467)

PWW@6.S%



Pennichuck Water Works, Inc.
Overall Rate of Return

For the Twelve Months Ended December 31,2009

Reo City of Nashua Acquisition of Pennichuck Corporation
Docket No, DW 11-026

Exhibit BJH (2nd SUPP)-1
Page 8 of9

Proposed Settlement

Schedule 4
Pro Forma Adjustments

9115/2011

NASHUA ACQUISITION - CBFRR

~
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

shall be equal to (I) the most recent 12·month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates", or a successor or equivalent publication, inclUding the interest rate published on, Dr as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utmty's rates as set forth in the rate filing, plus (1i) 3.0%. As an example, the 12·month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

$ 108,532,994$ (2,301,100) L 106,231,894 $ 71,775,281 $ $ -<'28,453,268) $ 49,553,907

Component Weighted
Component Cost Average

~ Rate Cost Rate

100.00% 6.04% 6.04%

0,00% 0.00% 0.00%

0.00% 0.00% 0.00%

0.00% 7.19% 2 0.00%

100.00% 6.04%

Final Rate Order - DW1 0·091 7.98%

CBFRR Pro Forma Adjustment -1.95%

Adjusted
Amount

$ 49,553,907

$

CBFRR
Adjustment

RSF
Adjustment

MARA
Adlustment

49,553.907

Final Rate
Adjustment Order

DW10-091, DCA 3-1

S (2,301.100) S

Filed
~

$ 51.855.007

Capital Component

Short~termDebt

Common Equity

Overall Rate of Return

Long-term Debt

Preferred StocK

PWVV@6.S%



Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

For The Twelve Months Ended December 31,2009

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

Exhibit BJH (2nd Supp)-1
Page 9 of9

Schedule 4
Attachment A

Pro Forma Adjustments

Outstanding Debt Allin Annual Funded
Funded Cost Effectve Rate

Original Filing $ 51,855,007 $ 3,077,604 5.94%

Reference Original Revised
Staff 2-22 SRF Step Additions Debt 2,424,100 123,000 (2,301,100)

SRF Step Additions Interest 3.728% 90,370 4,585 (85,785)

Revised Debt and Interest $ 49,553,907 $ 2,991,819 6.04%

Proposed Adjustment $ ____(2"301,100)

PWW@6.5%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule A

City Bond Fixed Revenue Requirement
(CBFRR)

TEST YEAR
PROFORMA

ADJUSTMENTS
(1) (2)

PRO FORMA TEST
YEAR

COMBINED PRO
FORMA TEST

YEAR

CITY OF NASHUA
ADJUSTMENTS

FORCBFRR
APPROACH

CITY OF NASHUA
REVENUE

REQUIREMENT

Consolidated Rate Base $ 18,937,424 $ (4,646,514) $ 14,290,910 $ 14,290,910 $ (6,879,610) $ 7,411,300

RATE of Return 7.60% 7.60% 7.60% -2.93% 4.67%

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

Adjusted NOI $ 911,114 $ (177,830) $ 733,284 $ 733,284 $ (500,051) $ 233,233

Deficiency $ 528,130 $ 352,825 $ 352,825 $ 112,875

Tax Factor 60.39% 60.39% 60.39% 60.39%

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

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

Proposed Revenue Inc 14.71% 10.34% 10.34% 3.31%

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

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

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

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

Notes:

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.

(2) Water Revenues are reflected without Capital Surcharge Revenues

PEU@6.5%



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

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

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

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

$ 152,099,885
6.50%

30 yrs

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

Total City Bond
Bond Interest Rate

Bond Peliod $

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

$ 16,124.105 (1)PEU Pro Rata Share
less: Rate Stabilization ReseNe $ 5,000,000

PEU Pro Rata Share (Sch 3, Attach A) 0.00%
$

Total PEU Pro Rata Share for Cily Bond
Bond Interest Rate

Bond Peliod

$ 16.124,105
6.50%

30 yrs $1,234,743 (2)

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

$ 64,597,259

87.74%
10.60%

1.66%
100.00%

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

87.74% $
10.60% $

1.66% $
100.00% $

133,453,268
16,124,105
2,522,512

152,099,885

$9,886,493
10.60%

1,048,067$

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

Total Interest Payment on City Bond (year one)
PEU Pro Rata Share

PEU Pro Rata Interest Benefit

PEU@6.5%



PENNICHUCK EAST UTILITY, INC.

OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

Re: City of Nashua AcqulsitJon of Pennichuck CorporatIon
Docket No. DW 11-026

Exhibit BJH (2nd SUPP)~2

Page 3 of 7

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forma Adjustments

CBFRR APPROACH W/MARA

Account
Number

PENNJCHUCK
EAST UTILITY,

INC.

N Pro Forma COMBINED
orth Country Adjustments (1) TEST YEAR

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

CITY OF NASHUA
ADJUSTMENTS

FORCBFRR
APPROACH

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

Water Sales

Other Operating Revenue
Total Revenues

461 &462 S

471
5,005,656 S

32,269

5,037,925

939,078 $

8,691

947.769

(295,242) S 5,649,492

40,960

(295,242) 5,690,452 •

($1,234.743)

(1,234,743)

$ 4,414,749

40,960

4,455,709

Production Expenses 601 to 652 1,137,272 221,083 1,358,356
660 to 678 &

Transmission & Distribution Expense 926.1 329,977 160,100 490,077
Customer ACe! & Collection Exp 902 to 904 140.501 41,563 182,064

Administrative & General Expense 920 to 950 96,772 26,749 123,521

Inter oiv Management Fee 930 1.261,843 292,644 1,554.487

Total Operating Expense 2,966,366 742,139 3,708,505

Depreciation ExpJAcq Adj (Credit) 403/406 579,015 122,593 (111,791) 589,817

Amortization Expense: CIAC 405 (157,454) (11,864) 3B2 (168,936)
Amortization Expense: MARA $107,394
Amortization Expense 407 58,728 6,776 (6.003) 59,501
Amort Utility Plant Adj 406

Taxes Other Than Income Tax 408.1 467,122 76,384 543,506
Income Tax 409t0410 305,688 (BO,9") 224.775

Total Operating Deductions S 1,253,099 $ 112,976 S (117,412) $ 1,248,663 $ 107,394 $

Net Operating Income $ 818,460 S 92,654 S (177,830) $ 733,284 S (107,394) S

Notes:

(1) Eliminates the depree.alion and amOl'llZalJon expense aSSOCIated \\.,lh NOM Counuy Capital Recovery Surcharge
(2) Pro Forma Income Taxes calculated as follows:
City Bond Revenue ReqlJlremen! S (t.234.743)

Reduced operabng expenses and CleductJons S ':06.706

NOI pmforma <lClJuSlments before Income taxes S (828.036)

Income Taxes 3961% S (327.985) •

"Negative Income Taxes \\11I1 be offset by taxes on addillOMI revenues from revenue defiCIency per Schedule A

(3) Ellmmate Depreoatlon Expenses lor Equ!ty retateo assets boughl au! Oy e'ly

(4) Eltmlnate Entlre MARA Amortizallon Expense Attributable to EqUlty-Rela:ed Assets AcqUired Oy City

PEU@6-5"/"

(:i!£it3,736)

(256,736)

(149,970) IS}

(107,394) (4)

(327,965) (2)

(565,350) $

(392,657) S

1,358,356

490,077

162,064

123,521

1,297,751

3,451,769

439,847

(166,936)

59.501

543,506
(103,210)

770,708

233,233



PENNICHUCK EAST UTILITY, INC.
Pro Fomu Adjustm'mts to Net Operoting Income
For The Twelve Months Emled December 31. 2llOIl

1 Rovenue
To ,ecogn;ze adjustment of ('xed aMual '(lvenue
reqUtlemenJ 10 meetCrty 130m:! obhgat,on

Total City Bond
Bond Interest Ratl!

600d P'mod
Caiclilated pro rl1l11 (or CIty 80nd base!l OJ! a
CQIlstaf/l paytmln( and /I CQIlsllJnt bond fllte:
Ca/(;lJlale:a liS (o/kms'

PEU P,o Ra\tl Slwro
Less', Rate StatJl,z,u,on Reserve

PEU Pro Flata SlIa'e (SCll 3. Al!ilW A)

T01al PEU Pro Rata Share fur C,ty Bond
gOOd Interest Rat..

Bono P"riod

Pro Ratt> C"fcuf8tiOfl 8$ follows;
PWW &. snuthwood Equity (813112011)
PEU Equity (813112011)
PAC Equ,1y (813112011)

PWW /I, Soulhwood % CBFRR ba:;ed em pro rata equity
PEU % C6FRR based nn pro rata ~uity

PAC % CeFRR baSl;ld on pro rala equ,ty

2 Management Fee
Allocation from Corporate
Profess,onal· Fees & SelVlees
D&Otnsuta""'"
Annual Repon COSI
Aud'lorstSEC Legal Expense
COrp Govemilnce LegatlAST
DireetQrs Fees & MlgstCotp secy
EDGAR F,llnglNASOA.O & Other

% Aliocal'Or! to PEl)

AllOCation (rom PWW
Salanes
Bonus
8Emef,ts
Meetings & Con"enbons
Senior ManagelYl<lnt Veh,cle
% AlJoc.abon 10 PEU

:1 Amor1iUtion Expen$\!
To providn foramorft.;:al,on expense attnb<ltable 10
MARA base-d "" rale ana prinCipal payment
Year One Amort~bonExpl;lnse

4 Depreoiation Exp<>nso
To elimina1e depredation expense for eqli1:y related
assel$ purchased wilh City bond as pari of lhe tlos,tlg
transatlll:III.al a compoS'le deprecial>On rales of 2 19%.

5 Ineomll' Taxes
To retor(l l'lcome taxes as a result o! pro forma
adjustments to ,,"come statement (~Il

Note;
'MlIn:>gomolrt 100 oltOClal>c>n ~sodon ourron! POloon~o ol\oc:lbon.

Propose<:! settlement
Schedulo 1

Au.:.cnmenlA
Nashua Acqu;s,tiDn

Pro Forma
Adjustmerts

$. 1,2':'<10.743

(ll7.9:m)

S (168,806)

$ (25&,7:l6)

5107.:>94

149.970

(jz7.se~)

PEU@6.5%

Fle C,ty Of Nashua Acqulsit,on ot P",nnlCtluek Corporat'on
OorJ<"'tNo OW 11.1)26
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PENNICHUCK EAST UTILITY, INC.

COMPUTATION OF RATE BASE

For The Twelve Months Ended December 31, 200

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.

(2) Includes Elimination of MARA

PEU@6.5%

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

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

Proposed Settlement
Schedule 3

Nashua Acquisition

Pro Forma Adjustments

CBFRR APPROACH WIMARA



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

For the Twelve Months Ended December 31,2009

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

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

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

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

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

To deduct all equity associated with MARA

Total Equity Deduction

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

(256,736)
12.33% $

$

$

(31,656)

(9,276,151)

(16,124,105)

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

Total PEU Pro Rata Share for City Bond $

(1) Pro Rata Ca/cua/tion as follows:
Rate Base

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

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

PEU@6.5%



PENNICHUCK EAST UTILITY, INC.
Overall Rate of Return

For the Twelve Months Ended December 31,2009

NASHUA ACQUISITION. CBFRR

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

Exhibit BJH (2nd Supp)-2
Page7of7

Proposed Settlement
Schedule 4

Nashua Acquisition
Proposed Adjustments

9,276,151 $

Capital Component

Long-term Debt

Short-term Debt

Preferred Stock

Common Equity

Pro Forma Test
Year

$7,856,291

6,847,954 $

MARA
Adjustment

RSF
Adjustment

CBFRR
Adjustment

$ (16,124,105)

Adiusted
Amount

$7,856,291

$0

$0

Weighted
Component Component Average

Ratio Cost Rate Cost Rate

100.00% 4.67% 4.67%

0.00% 0.00% 0.00%

0.00% 0.00% 0.00%

0.00% 7.19% 2 0.00%

Overall Rate of Return $ 14,704,245 $ 9,276,151 $ $ (16,124,105) $ 7,856,291 100,00% 4.67%

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

shaH be equal to (1) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates", or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility's rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PEU@6.S%

Authorized ROR

Proposed Adjustment

7.60%

~2~93%



PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31,2009

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

Exhibit BJH (2nd Supp)-3
Page 1 of7

Proposed Settlement
COMBINED INCREASE

Schedule A

City Bond Fixed Revenue ReqUirement
DW10..()90, eCA 3·1 DW10·090. STAFF 3-5 (CBFRR)

PROPOSED DATA 12 MON1As
STEP INCREASE COMBINEO PRO CITY OF NASHUA

PROFORMA REQUESTS
WITH 1Final Final Rate

ADJUSTMENTS
CITY OF NASHUA

PROPOSED
PRO FORMA FORMA & STEP .

Order REVENUE
TEST YEAR ADJUSTMENTS ADJUSTMENTS INCREASE FORMA Adjustment FORCBFRR

(1)
ADJUSTMENTS (1) TEST YEAR OW 10-090 OW 10-090 APPROACH REQUIREMENT

12/31109

Consolidated Rale Base $ 1,962,038 $ (61,125) $ 1,900,913 $ 112,476 $ 2,013,389 $ (7) $ 2,013,382 ($1,075,185) $938.196

RATE of Return 7.60% 7.60% 7.60% 7.60% ·2.20% 5,39%

Income Required $ 149,023 5 144,380 $ 152,923 S 152,922 S 50,601

Adjusted NOI 5 75,753 5 3,595 S 79,348 S (3,632) 5 75,716 $ 1,524 $ 77,240 ($81,086) ($3,846)

Deficiency S 73,270 S 65,032 S 77,207 S 75,682 S 54,447

Tax Factor 60.39% 60.39% 60.39%1 60.39% 60.39%

Revenue Deficiency 5 121,328 S 107,686 S 20,161 S 127,847 S (2,525) S 125,322 S 90,158

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

Proposed Revenue Inc 19.98% 17.73% 3.32°/l> 21.05% ~0.42% 20.63% 14.85%

Total Revenue S 728,461 S 714,945 S 735,106 $ 732,581 5 504,250

ADO: City Bond Fixed Revenue Requirement (Schedule A, Attach Al $193,167

Total Revenue: S 697,417

1. Adjustments shown are those required to adjust PAC's rate base and NOJ to that which was approved in the DW10~090 order

PAC@6,5%



PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Net Operating Income

For The Twelve Months Ended December 31, 2009

Revenue
1 To recognize adjustment of fixed annual revenue

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

$/152;099;885 (1)

6.50%
30 yrs

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

Re: City of Nashua Acquisition of Peonichuck Corporation
Docket No, DW 11~026

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

Calculated pro rata for City Bond based on a
constant payment and a constant bond rate.
Calculated as follQws:
PAC Pro Rata Share
Less: Rate Stabilization Reserve
PAC Pro Rata Share (Sch 3,Attach A)

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

Notes:
(1) Pro Rata Calculation as foQows:

PWW & Southwood Equity (8/31/2011)
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 00 pro rata equity

$ 2,522,512
5 5.000.000

0.00%
SO

$ 2.522.512
6.50%

--1Q.yrs $193,167 (2)

$ ?~:~?7!;f).f!T 87,74%

S M47.954 10.60%
$ 1.071,318 1.66%)
5 64.597,259 100.00'%

87.74% S 133,453.268
10.60% S 16.124,105

1.66% $ 2.522.512
100.00% $ 152,099.885

$9.886,493
1.66%

5163.963

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

Total Interest payment on City Bond (year one)
PAC Pro Rata Share

PAC Pro Rata Interest Benefit

PAC@6.5%



PITTSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT

for Tho Twolvo Months Ended Docomber 31,2009

Re: City of Nashua AcquiSlllon of Pennichuck Corporation
Dockel No OW 11-026

Exhibit BJH (2nd Supp)·3
Page30f7

PropoSf)d Sottlomont
Schodulo 1

Nashua Aequisition
Pro Forma Adjustm&nts

DW10-o90, DCA 3.1 DW10..(J90, eCA 3-1 CBFRR APPROACH WIMARA

PROFORMA
12 MONTHS

12/31/09

PROPOSEO DATA
REQUESTS

ADJUSTMENTS

12 MONTHS
WITH

PROPOSED
ADJUSTMENTS

12131'09

STEP INCREASE
PRO FORMA

ADJUSTMENTS

COMBINED PRO
FORMA &STEP

INCREASE
FORMA TEST

YEAR

final Adjustment
OW 10-090

Final Rate Ordor
DW10.Q90

CITY OF NASHUA CITY OF NASHUA
MARA ADJUSTMENTS FOR

ADJUSTMENT PER CBFRR APPROACH
BOOKS

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

86.:392

52,376
19,953
60,007

(1,524)

159,788 (31,364)

376.992 (31.364)

88.136 (27,533) (21

(24,146)
16,801 (15,801) (3)

4,458

81,176
8.833 (53.185) (11

158,456 16,801 (97,519)

n,240 S (16,801) ($64,285)

Water Sales S 607,133 S 126 S 607,259 S S 607,259
Other Operating Revenue 5.429 5,429 5.429

Total Revenues 612,562 126 612,688 612.688

Predut:.tion Expoos.es. 86,392 86,392 66.392

Transmission & Distribution Expenses 52,376 52,376 52,376
Customer Acet & Collection Exp 19.953 19,953 19,953
Administrative & General Expense 61,371 (1,364) 60.007 60,007
Fina! Rate Order Adjustments

Inter Div Management Fee 160,026 (238) 159.788 159,788

Total Operating Expense 380.118 (1,502) 378.516 378,516

Dep Exp/Acq Adj Expense 86,086 86.086 2.050 88,136
Amortization Expense:C1AC (24,146) (24 .146) (24. 146}
Amonization Expense: MARA
Amortization Expense 4,458 4,458 4,458

Property Taxes 81,437 (4,225) 77,212 3,964 81,176
Income Tax 8.857 2,358 11,215 (2,382) 8,833

Total Operating Deductions 156.691 (1,867) 154.824 3.632 158,456

Net Operating Income $ 75.753 S 3,595 S 79,348 S (3.632) $ 75,716 S

~

(1) Pro Fonna IncOlTIe Taxes calculated as follOW'S:

C'ly Sond Revenue Requlfement S (193.167)
Reduced oporalEn~ expenses lOnd deduetlOns $58.897

NOI proforma adJtlstmerns be/ore ,rteome !axes S (134.271 )

Income Taxes 39.61% S (53.185) •

• Negative Income Taxes Wjll be oftset by !axes on addilional revenues from reveliue def,clency per Schedule A

(2) Elimirlate Dept_1>On &POo",,", lor Equity ,..Iat"" lI»Ols l>oiJ9hll>~1b)" City

(3) Elrmnatc Eo~re MARA Amoruzal!lln El!peE\l;C AtuibYlable !<.> EQUlly-Ralllled A,:[,sels Acqu,red b~ C,!\'

PAC@6.5%

s

(1.524)

(1,524)

1,524 $

607,259
5,429

612,688

($193,167)

(193.167)

$ 414,092
5.429

419,521

86,392

52,376
19,953

60,007

128,424

345,628

60,603
(24,146)

4,458

81.176
(44,351)
77.739

($3.846)



PITTSFIELD AQUeOUCT COMPANY
Pr<> Forma Adjustments to Net Of'l'rat,ng Income
ForThe Twelve MOTlths Ended December:ii. 2009

Revenue
, To recognl~eadjuslment oIltKed annual revenue

requ,rement to meel C'ly 80nd obhgahon
Tota) C'ly 800d

Bond Inlerest Rille
BondP¢riod

Ca/culaled pro rata 10f Cry Bond basaaon a
COnst8nt ;Nlyment ami a constanl bof'll:f fatl!"
Calculated l1S follows;

PAC Pro ROlla Share
Less: ROlle Slab,hzalrOn Reserve

PAC Pro Rala Share (5ch 3.A)

Total PAC Pro Rala SI'Iarl! for Clly Bond
Bond lnlerest Rale

Bond PenOd

P"O Rltt<> C,,/<;uh.tJcm "s fQ/lQ~;

Proposed Settle~t

Sl;heduJe 1
Atta~hm"ntA

NaSh"" Acquisition

Pro Forma
Adiustments

5152,099,885,-
30 y'"

2.522,512
5000.000

0;00%

"2,522.512
650%

lQ.t~$

S1S3.167.50

Re C,ty of NMhu" ACQu'S'I'O<1 of Penn,chucl< COfparauan
Doc1<elNo OW 11·025

Ex!"l'b;( BJH Ond S"ppj.3
Page 4 017

PWw Il. South'woOc/ Equ'lyt\l!31120")
PEU Equ'ly (613112011)
PAC Equil)' (813112011)

PWW & Sou1hv<ood % C8FRR b;!sed On pro rala equ;ly
PEU % CBFRR baSed On pro uta eqUIty
PAC % CSFRR based On pro rata equ,ty

2 Man"gement Ft*
Af~li(>n flOm Corporale
Proles$ional Fees &. Services
0&0 Insurance
Annual Report COSI
Aud~or$lSEC Legal EKpenSt'
Corp Governance LegallAST
OimclOfS Fees S Mlgl'JCofp SeC')'
EDGAR f;lmgtNASOAO & OIller
% AlIlX:3bon 10 PAC

AII(I(;13l1on from P\I\IW
Salan\?$
Bonus
Benefits
Meelings & Convent<ons
Sel1lor Managemenl Vehicle
% AlIC>Cation 10 Pal:

Total ManasemeT1l Fl!'e

3 Oepreeiation Expense
To e1l1l1.natl! depreaallon expense for equrty related assels
purchased WIth City Bond as part of closing transaction
al a composlle depreCIation rale of 2,57%

4 Amortization E>;pIl-nse
To provide lar amorl=llOn expense allribulabJe fO

MARA based on rale Md prmc,pal paymenl
Year Ona Arnortozation E>lpense

.5 Income Taxes
To record meome lalles as a result of pro forma
adJustmems to mcume slatemellt

,."""·101.__1""'•.....,.11<>0 _""'.,.,........,~~~~'loe.I"""

2.522.512 (5ch t Alh A. Pg 1)
1071318 {5e114}
1,451.194

:I; 56.677:987
S 6;847;954-
S to7131S
S 64,597.259

81,74%
10.60%

1.66%
lD'i:i1iO%

(1.011.318)
251%

1.451.194

"6.50%

(134.271)
3961%

51.74%
10,60%

1.56%
10"0%

S 13.3,453,268
S 16.1.24.105
S 2.522.512
S 152.D99.S115

S (132.339)
(85.479)
(24.965)

(21(1,888)
(32,053)
(25J)52)
(74,427)

1.60%' S (S86.203) S (10.552)

5 (171.596)
(28,500)

(336,507)
(19.600)
(t .000)

1.80%" $(1.1562OJ) S ('10.812)

(31,364.)

121,533)

16,301

(S3,185)

PAC@65%



P!TTSRELD AQUEDUCT COMPANY
COMPUTATrON OF RATE BASE

For The Thirteen Months Ended December 31, 20D9

OW1D.090, DCA 3_1 DW10-090, OCA 3-1

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

Exhibil BJH (2nd Supp)-3
Page50f7

ProPOSe<! Senlemenl
Schedule 3

Nashua Acquisition
Pro- Forma Adjustments

CBFRR APPROACH WIMARA

Description
Plant In SelVlCe
AdjUstment to Rate Base per Final Rate Order
Accum Depree

Accum Depree" loss
Accum Depree COR

MunICipal Acqu,slI,on Regulatory Asset (MARA)
AceumAmorl MARA AdS

C1AC
Amort of CIAC

ADD
Working Cap
Malenals & Supplies
Prepayments
Other & Oeferrel:l Charges

DEDUCT
Customer Advances
Customer Deposits
Deferred Income Til>:

TOTAL Rate Base
DEDUCT: Equity Related Assets
ADD: Rate Stabilization _cash Rese_.....e
Total Rate Base:

1, InCludes ihe ehmioahon of MARA

CITY
PROPOSED DATA 12 MONTHS WITH STEP INCREASE COMBINED PRO ADJUSTMENTS PRO FORMA

PRO FORMA
REQUESTS PROPOSED PRO FORMA FORMA & STEP Final Adjustment Final Rate Order

FOR PW!tJ'S PRO
NASHUA

NASHUA RATE
ADJUSTMENTS ADJUSTMENTS DJUSTME TS INCREASE FORMA OW 10·090 OW 10-090

RATA SHARE OF
ACQUISITION

BASE FOR py.ffl1U31ro9 A N TEST YEAR ADJUSTMENTS
PtO Fonna MARA
Test Year

$ 3,846,825 $ , 3,846,825 $ 114,526 , 3.961,351 , 3.961,351 $ 3.961,351
(7) (7) (7)

1,036,132 1,036,132 2,050 1,038,182 1.038,182 1,038,182
114.504 114,504 114,504 114.504 114,504

400 400 400 406 400
1,451,194 1,451,194

1,148,636 1,148.636 1,148.636 1.148,636 1,14"8,636
256,418 256..418 256.418 256,418 256,418

S 2,033,365 $ , 2,033,385 , 112,;176 $ 2,145,861 , (7) $ 2,145,854 S 1.451,194 , S 3,597,054

111,754 (61,125) 50.529 50,629 SO,629 (3,867) 46,762

588 588 588 588 588
7,797 7.797 7.797 7.797 7,797
3,505 3,505 3,505 3.505 3505, 123,644 , (51,125} S 62,519 5 , 52,519 , 5 62,519 S S (3,867) S 58,552

SO
SO

194,991 194,991 194,991 194,991 $194 991, 194,991 5 , 194,991 , 5 194.991 $ $ 194,991 $ $ $ 194.991

S 1,962,038 $ (61,125) S 1,900,913 $ 11247S $ 1: 013 389 , /71 $ 2,013,382 , 1,451,194 $ (3,8E>7) , 3,460,715
(2,522,512) 1 (2,522,512)

$ 1,96'2,038 $ {61,125} $ -1,900,913 $ 112A7.6 $ __ .2-,013,38L.S O'LS _;<:,1)13,382 __ $ _~--,-4.~1.194 _$__ t2,52!.mlt '--~ _~.2.03

PAC@5,5%



PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31,2009

Proposed Settlement
Schedole 3

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

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

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

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

(531,364)
12.33% $ (3,867)

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

To deduct all equity value associated with MARA

Total Equity Deduction

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

Less: Rate Stabilization reserve (Sch A, Attach A)
PAC Pro Rata Share

55,000,000
0.00'% (1)

$ (1,071,318)

5 (1,451,194)

S (2,522,512)

5

(1) Pro Rata Calculation as fo/Jows:
Rate Base

PIMN Rate Base (DW10~091. Per Final Order)
PEU Rate Base (1213112009)
PAC Rate Base (DW10~090), Per Final Order)

5
$

5
S

56.677,987
6.847,954
1,071,318

64,597.259

PAC@6.5%



Pittsfield Aqueduct Company, Inc..
Overall Rate of Retum

!=or the Twelve Months Ended December 31, 2009

OW10-090

Re City Of N>lShua Acqu,s't,on Of Pentl,C!luck Corporo/Ion
Docket No OW 11-026

Exrub,t BJH (2nd Sl.Ipp)·3
Page 7 of 7

Proposed Settlement
Sc.hedule 4

Nashua Acquisition
Pro Forma Adjustments

NASHUA ACQUISITION - CBFRR

Pro Fonna Test MARA CBFRR
Capital Component Year Adjustr:rL~!.lt. Final Rate Order J1.(jjllstmemt RSF Adjustment Adjustment Adjusted Amount

Long-term Debt 776,850 776.850 $

Short-term Debt 255,038 255,038 S

Preferred St<x;;k S

Common Equity 1;071;318 1,071,315 S 1,451..194 SO $ (2.5222l?l 1 S

Overall Rate of Retum S 2,103,206 S 2,103,206 $ ___1_.451,194 S S (2,522,512) $

776,850

255,038

1,031,888

Weighted
Component Component Average

Ratio Cost Rate Cos~e

75.28% 7.00% 5.27%

24.72% 0.50% 0.12%

0.00% 0.00%, 0,00%

0.000(0 7.19% 2 0.00%

100.00% 5.39%

Onginal Filing 7.60%

Proposed Adjustment ~2;20%

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

shall be equal to (I) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates". or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months fOllowing the proposed effective date of proposed changes In the
utility's rates as set forth in the rate filing, plus (ii) 3-.0%. As an example, the 12-month average inclUding
September 2011 was 4.19%. so the formula allOWed ROE would be 7.19%.

PAC@6.5%



DW10-o91 DW10-o91,OCA3.1

PENNtCHUCK WATER WDRKS,INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Monlhs Enued Oecember 31, 2tl0~

DW10-091. STAFF .1_13

Re City oj Nashua .AcQUlSl1l0n of PenOlcl'1uck Corporation
Docket No OW , 1-026

Exn,M 8JH (2nd SUPP)"
Page 1 or9

Proposed Settlement
COMBINED INCREASE

Schedule A
9/1512011

City BoM Fixed Revenue RequIrement
(CBFRRj

PROFORMA
TEST YEAR

PROPOSED DATA
REQUESTS

AOJUSTMENTS

('l

12 MONTHS WITH
PROPOSED

ADJUSTMENTS
12131/()9

STEP INCREASE
PROFORMA

ADJUSTMENTS (1)

COMBINED PRO
FORMA & STEP

INCREASE FORMA
TEST YEAR

WITHOUT COMBINED PRO
EMINENT FORMA & STEP

DOMAIN COSTS INCREASE FORMA
RECOVERY TEST YEAR

'Final
Adjustment
OW 10-091

Final Rate Order
DW10-D91

Southwood
Assets

CITY OF NASHUA CITY OF NASHUA
Final Rate Order ADJUSTMENTS REVENUE

OW 10-091 &. FOR CBFRR REQUIREMENT
Southwood APPROACH

COnstllldaled Rate Sase S

RATE 01 Retum

Income ReqUired

Adjvst<ld NO!

DehClency

TaJ<: Factor

Revenue DefiCiency

Watef Revenues

Proposed Revenue Jne

Total Revenue

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

Total City Revenue:

s

s
s

97,733,490 S (433,999) S 97299.491 S 3,307.877 S 100,607.368 S (4.824.907) S 95.782..<\61 S (3,562.467) S 92.219,994 S 2.524,971 S 9':.744.965 (51.833.420) S 42,911,544

7.85% 0,09% 795% 795% 795% 0-03% 798% 798% .1.95% 6,04%

7,677.233 S S 7.733,642 S 7,996,562 S 7.613,O&l S 7.362,859 S 7.564,453 S 2.591,857

5,312,859 S (52.593) S 5.260,265 S (127.644) S 5.132.622 S 323,751 S 5--456,373 S 166.809 S 5,623,182 S S 5.623.182 (53.746.279) S 1.876,903

2.364,374 S S 2.473,376 S 2.853.940 S 2.156.591 S 1.739.677 S 1,941,271 S 714.954

60.39% 60.39% 60.39% 5039% 60.39%- 6039% 60.39%

3.915,175 S S 4.095,672 S 646.736 S 4.742,408 S {Ui1,136) S 3,571.272 S (690.S35} S 2,880.1"37 S 333,820 S 3,214.557 S 1,183,895

24,116,426 s S 24.116.426 S S 24,116.426 S 24.116.426 S 24.116A26 S 24,116,426 S 15,0$2,011

16.23% 16.98% 268% 19.66% -486% 1481% -266% 11-95% 138% 1333% 4.91%

2·1),(131,601 , 28,212.096 $ 28.858,834 , 27,687,698 , 2G,997,163 $ 27,330,983 S 16,265,906

S9,034,414

S 25,300,321

1. Adjustments shown are those reQuired to adjust PWW's rate base and NOl to those apPfOvoo in the DW10-091 Rate Order

PWW@5.7%



,.

~. f
0, • 0

• ~~ !~~• ~• ~~~

"
I; ~ ~ 3.10' ..

";I>~

-



Re City of Nashua ACQuisition of PenmCfluCk Corporahon
DocKet No. DW 11-026

Elthibil BJH (2nd Supp)·1
Page30f9

PENNICHUCK WATER WORKS, INC.

OPERATING INCOME STATEMENT

For Tho Twolvo Months Endod Oocombor 31, 2009

Proposod Settlemont

Schoduro 1

Nashua Acquisition

Pro Forma Adjustmonts

9116f2011

1,876,902

8,946,342

2,627,136

(480,385)

(41,911)

3,357,199

1,375,965

574,394

434,974

4,973.958

(166,809)

(1,603,339)

15,082,011

098
3S3.g36

15.446,645

CITY OF
NASHUA CBFRR

APPROACH
REVENUE

REQUIREMENT

S

(S9,034A14)

($9,034,414)

CITY OF
NASHUA

ADJUSTMENTS
FORCBFRR
APPROACH

CBFRRAPPROACH WIMARA

(1,125.625)

(134,985)

(1.260,610)

(1,516,284) (3)

956,930 (956.930) (4)
(~

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

2.918.940

4,143,420

(480,385)

(41.911)

3.357,199

1,375,965

574,394

434,974

6,099.583

{166,809)

(1.468.354) _

10.206.951

24,116,426

698
363.936

24,481,060

Final Rato
Order

DW1O-091

LESS EMINENT DOMAIN

WITHOUT
COMBINED

EMINENT
PRO FORMA &

FinalSTEP
DOMAIN

INCREASE
Adjustmont

COSTS OW 10-091
RECOVERY

FORMA TEST
YEAR

S 24,116.426

698
363936

24,481,060

3,357,199

1,375,965

574,394

434,974

6,099,583

{166,809)

(1,468.354)

10.373.760 (166.809)

4,143,420

(480,385)

(536,100) (41.911)

2,918,940

COMBINED
TEST YEAR &

STEP PRO
FORMA TEST

YEAR

$ 24,116,426

698
363,936

24,481,000

3.357,199

1.375,965

574,394

434,974

6.099,583

(1,468,354)

10.373.760

4,143,420
(480,385)

494,189

2,918,9407",847

55,750

55,750

80,766

2.918,940

520,118 520,118 520.118 (54.OM) 468.074

(83.722) 1.378,395 212,349 1,590,744 1.590,744 (2.457.197) (1) (866,452)

71,893 8,974.678 (323,751) 8,650,927 8,650,927 956.930 (4.984,455) 4,623.401

DW10-o91, STAFF :1.13

STEP
INCREASE PRO

FORMA
ADJUSTMENTS

12 MONTHS WITH
PROPOSED

ADJUSTMENTS
12131/09

(52,593} 5,260.266 (127,644} 5,132,622 323,751 5.455.373 166,809 5,~R~"1~2 (956.930) _($2.789,349)

$ 24.116,426 $

698
(1,330) 353.936

(1.330) 24.481,060

(36,485) 3,301.448

(3.214) 1,375,965

574.394

434,974

(42,904) 6,099,563

7,961 (1,468,354)

(74,642) 10,318,010

(7.888) 4,062.652
(480.385)

(1,696) 494.189

169,984
2,844,093

520.118
{34,495j 1.452,117

125,905 8,902.784

DW10-091, OCA 3-1

PROPOSED DATA
REQUESTS

ADJUSTMENTS

PRO FORMA 12
MONTHS
12/31J09

WalerSales $ 24,116.426 $

Water Sales for Resale 698
OtMer Operating Revenue 365266

Total Revenues 24.482,389

Produc;llon Expenses 3,337.933

Transmission & Distribution Expenses 1.379,179

Engineering Expense 574.394
Customer Acct &. Collection Exp 434,974

Administrative & General Expense 6,142.486

Final Rate Order Adjustmel1ls

Inter Div Management Fee (1,476,315)

Total Operating Expense 10,392.652

Dep ExpJAcq Ad) Expense 4,070,540
Amortization Expense:CJAC (480.385)

Amortization Expense: MARA

Amortization Expense 495.685

Gain on DisplLJtility Property

Property Taxes 2,674,109

Payroll Taltes 520,118
Income Tax 1,496,612

Total Operating DeductiOns 8.776,879

Net Operating Income 5,312,859

Notos:
(1) Pro Form~ Inccme Ta~e,ClllcU!alO'd as 1<>lIcws

TQlaf oro I<>fm" ,e<!uct><>n ,n oP<l'~lU1lI ""DOnses
Tolal P,olorma R!f\I<:~ll<ld=caso
TOlal Proforma NOl bl>fO'll' ,~coml> I""

2.830,9:l8
S9.034.414
16,20:1.476]

;lS61% (24571971 •

·NOll~lM>l!Wom<ll'"xcs"";lI bQ ofls.el byl11xes On ,,<;l4ilionnl r~"..,"s from ,,,,,un..,,, "ario<lncy por Scho<l..,la A

(2) AmOr\lZ3\lOn br>en"" asso<:iallO(l Wllh C,ty Emonenl Dam",,, CoS! Recovery o~e, 30 years

OJ Ehmm~lD O..,pr"ciabon E1t;l<lnS(l:> for EQ..,iTy related eswls bolJlllll by C<ty

(4) Ehml"ale Er.trre MAAAAmonlzaucn E><pQ<ls"Attribul~bt"10 EqUlry-RelalOd Assem A<:Q..,,,,,,, by C<ty

PYW/@57%
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Pennichuck Wator Works Inc
Pro Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31,2009

ProPOSed Settlement
Schedule 1

Attachment A
Page 2

Nashua Acquisition
611512011

Pro Forma
Adjustments

Re- City of Nashua Acq...isition of PenniChuck Corporation
Docket No. OW 11-026

Exhiolt BJH (2nd Supp)-1
Page50f9

Management Fee
Allocation from Corporate

Professional Fees & Services
D&O Insurance
Annual Report Cost
Auditors/SEC Legal Expense
Corp Governance legaUAST
Dlreclors Fees <3. MtgslCOfP Secy
EDGAR FilingfNASDAQ & Other
%IOPWN

Allocation to AffiB.Hes
$alaries
Bonus
Benefits
Meetings & Conventions
Senior Management Vehicle
% 10 Affillales

Total Management Fee

74.90% •

26.30% •

$

(132.339)
(85,479)
(24.965)

(210,888)
(32,053)
(25,052)
(74,427)

{566,203)

(771,596)
(28.500)

(336,507)
(19,600)

(1.000)
(1.156.203)

$

s

$

(439,066)

304.081

(134,985)

Note;
'Management f"e allocation based on current percentage allocation.

Depreciation Expense
To eliminate deprecialion expense for equity related assets

purchased with City Bond as part of the closing transaction
al a composite depreciation rate of 2.8%.

Amortization Expanse
To provide for amortization expense on City EmInent Domain
Costs as follows:
City Eminent Domain Costs
Amortization Period years

Amortization Expense
To provide for amortization expense attributable to
MARA based on rate and prinCipal payment
Year One Amortization Expense

Incoma Taxes
To record income taxes as a result of pro forma
adjustments to income statement.

FINAL RATE ORDER NOt ADJUSTMENTS
To record final adjustments to Net Operating Income
as approved in Rate Order DW1Q..091

$128,453,268 (Seh 1. Ath A. Pg 1)
56,677,987 (Sch 4)

$71.775.281

54;153,016 (1)
2.80% $ l1,516.284)

-~ -'-
$71,775.281

30
5.70% $956,930

S (2,457,197)

, (166.809)

PIMN@5.7%



PENNICHUCK WATER WORKS,INC.
COMPUTATION Of RATE SASE

for Tile Thirteen Months Ended Oiocember 31, 2009

OW10-0g1, OCA 3.' DW10-091, STAFF 3-13 LESS EMINENT OOMAIN

Re C,ty of Nashua AcQu'S1llon 0' Pef\rllChuCk Corporabon
Docket No OW 11-026

EXhibIt 8JH (2nd SUPP)·l
Page 6 of9

Proposed Settlement
SChedUle 3

NaShua Acquisition
Pro Forma Adjustments

911512011

CBFRRAPPROACH WIMAAA

1:2,529.973 (",438) 12.518.535 12.518,535 (.1.824.9'07) 7,693.628 7.693.828

15,098.H2 (20.541) 15,077,531 6,874 15,0S4A05 (4,824.907) 10.259.497 10.259.497 (155,433)

25,89B,154 28,898.154
4.031.526 4.031.526

101.337.Sl'i5 71,775281 173,112.847

5,000,000 5,000.000
97,733,490 /433,999) 97.299,491 3,307,877 100,607,368 /4.624,9071 95,782,4$1 /3,562,4(7) 2,524,911- 94,744,965 71,775,:1:81 _~~ 11~,1l08 701L 4:;:,911,544

Ou<:riplion
Planl In Service
AClJustmenllO Rate Base per fl/1al Rale ON,ler
Accum Depree

Accum Depr«: Loss
Aeeum Depfet:, COR
The<lretil':.al Reserve

AeQuistion AdJuslmenl
Accum Amort Acq Adj

Munieiplli ACQuisi\,oo Regulatory Asse! (MARA)
Accum Amort MARA Ad)

CIAC
AmoltofCIAC

ADD
WorlUl1g Cap
Matenals &. Supphes
Prepa;d 8:prenses
p,-"p.1lid Properly Taxes
Prep.aid Income Taxes
Olller /!. Deferred CrlargllS

DEOUCT:
CUSIOI'lK!I Advances
Customel deposits 8. olller
Deferred IMom", Tax
Deferred Tax Llatl,ilty

UnamorilTC
o.al,,~Rel'llal Credita
UnfunCled FAS 106 am:! 158 Costs

TOTAL Riue Base

DEDUCT: EQUity Related Assets .. MARA

ADO: City Em,nent Doma," COSI Recovery
ADD: Rale S1abWMltilln Cash Reserve
Total Rate Sase

1, Includes tl\e ellmmat><m of MARA

Pro Forma
Test Year
153,G87.:z93

38.2S0,317
4,050,376
1.705.176

852,900
844,905
296.5:;:2

26.8911.154
4.037.526

98.659,417

1,296,371
825.124
391.159

55-,545

".000
138.756

12.920,911
855,191
784.440
105.550

~
16,024,099
97,733,490

PROPOSEDOATA
REQUESTS

ADJUSTMENTS

(421.246)

(7,88(1)

(413,35es)

(9,203l

1433.999)

12 MONTHS WITH
PROPOSED

ADJUSTMeNTS
12131IU9

153.266,047

38.252.429
4.050,376
1.706.176

882.900
844.905
296.5:;:2

26.898,1$4
.1,037.526

98.246.059

1.287,158
825.124
391,159

55,$45

84.000
138,756

12.920,917
855.191
7114..140
105.550

1.135.245

1~
97,299,491

STEP INCREASE
PROFORMA

ADJUSTMENTS

3.904,456

(36,477)
2,271

185,793

4,129,003

5.674

828,000

828,000
3,301,871

COMBINED
TEST YEAR &

STEP PRO

FORMA TEST
VOAR

157.170.503

311.215.%2
4,052,653
1,893,969

852,900
844,905

"'.=
26.8S1:l.154

4.037.526

IOZ,375,06Z

1,m.042
825.124
391,159

55.54!:>

84.000
138,756

12.920,917
855.191
7S4,440
933.550

1.135,245

1~
100,607,368

WlTHOUT
EMINENT

DOMAIN COSTS
RECOVERY

14,824,9(17)

COMBINED PRO
FORMA & STEP

INCREASE
FORMA TEST

YEAR

157.170,503

38.215.952
':.052JI53
1.1193,959

5112,900
844,905
2%.522

26,898.154
':.037,526

102.37$.062

1.294.()42
825.124
::l91.1;'9

55,545

84,000
13a.756

12,920.917
855.191
754,440
933.550

1,135.245

~
95,782,461

final

Adjustment
OW 10.091

(3.562,461)

(3.56:;:,4(7)

(3,582,4E.7)

Southwood

"~ls

2.524,971

2,$24,971

2,524,971

Final Rate

Order
OW 10·091 &
Southwood

157.170,503
(1.037,495)
38.215.952

4.05Ui53
1.893,969

882,900
844,905
296,522

1.2~.042

825,124
391.159

55.545

".000
138.756

12.920,917
855.191
734,4<\0

933.550
1,135.245

~
94,744,965

CITY
ADJUSTMENTS

FORPWWSPRO
RATA$HAREOF

MARA

11,715281

71,775,281

PRO FORMA NASHUA

ACQUISITION
ADJUSTMENTS

(155.433)

(155,433)
(128.453,:;:68)

PRO FORMA NASHUA

AATE BASE FOR
PWW

157,170,503
(1,037.496)

38.215.952
4,052,653
1.893,969

882,900
8«,905
296.52Z

71.775,281

1,138,600
625,124
391.1:'9

55.545

7,693,628

10,104,0&4

".000
138,756

12,92ll.917
855.191
184,440
933.550

1.135,245

1~
16$,364,812
(~

P'NW@S,7%



Pennichuck Water Works Inc
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

Final Adjustment
DW 10-091

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

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

Proposed Settlement
Schedule 3

Attachment A
Nashua ACquisition

9/1512011

CBFRR
wI MARA

Pro Forma
Adjustments

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

EQUITY DEDUCTION
To deduct pro rata share of assets. associated with
commom equity 10 be purchased by City Bonds at
closing.

To deduct all equity value associated with MARA

Total Equity Deduction

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

(1,260,610)
12.33% $

s

$

(155,433)

(71,775,281)

(128,453,268)

Less; Rate Stabilization Reserve (Sclledule 4) $5,000,000 (1)

PWN Pro Rata Share 100.00%
Total PVVW Pro Rata Share for City Bond

(1) Pro Rata Calculation as follows:

$ 5,000,000

Rate Base

P'VV'N (DW10-091, Per Final Order)

PEU (As 01 1213112009)

PAC (DW10·091. Per Final Order)

S 56,677,987
S 6,847,954
S 1,071,318

S64,597,259

100,:00%

0:00%
0.00%

100.00%

DEFERRED DEBITS

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

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

PWW@5,7%

$ (3,562,467)
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Pennichuck Water Works. Inc.
Overall Rate of Return

For the Twelve Months Ended December 31,2009

Re, City of Nashua Acquisition of Pennichuck: Corporation
Docket No, OW 11·026

Exhibrt BJH (2nd SuppH
Page8of9

Proposed Settlement

$chedule4
Pro Forma Adjustments

9/15/2011

NASHUA ACQUISITION - CBFRR

$ i2,301,100) $ 106,231,894 $ 71,775,281 $ $ (128,453,268)

DW10~091,QCA 3~1

0.00%

0.00%

6.04%

0.04%

0.00%

Weighted
Average

Cost Rate

Component
Component Cost

Ratio Rate

100.00% 6.04%

0.00% 0.00%

0.00% 0.00%

0.00% 7.19%
2

100.00%

Adjusted
Amount

$ 49,553,907

$ 49,553,907

S

CBFRR
Adjustment

RSF
Adjustment

MARA
Adjustment

49,553,907

Final Rate
Adjustment Order

$ (2,301,100) $

Filed
Amount

S 51,855,007

$ 108,532,994

Capital. Component

Long-term Debt

Short~term Debt

Common Equity

Preferred Stock

Overall Rate of Return

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 rale case

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15{519}. "Selected Interest
Rates", or a succeSsor or equivalent pUblication, inclUding the interest rate published on, or as close as
possible after. a date four months following the proposed effective date of proposed changes in the
utility's rates as set forth in the rate filing. plus (ii) 3.0%. As an example. the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

CBFRR Pro Forma Adjustment ~1.95%

PWN@5.7%



Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

For The Twelve Months Ended December 31, 2009

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

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

Schedule 4
Attachment A

Pro Forma Adjustments

Outstanding Debt Allin Annual Funded
Funded Cost Effectve Rate

Original Filing $ 51,855,007 $ 3,077,604 5.94%

Reference Original Revised
Staff 2-22 SRF Step Additions Debt 2,424,100 123,000 (2,301,100)

SRF Step Additions Interest 3.728% 90,370 4,585 (85,785)

Revised Debt and Interest $ 49,553,907 $ 2,991,819 6.04%

Proposed Adjustment -§ (2,301,100)

PWW@5.7%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule A

911512011

City Bond Fixed Revenue Requirement
(CBFRR)

TEST YEAR
PROFORMA

ADJUSTMENTS
(1) (2)

PRO FORMA TEST
YEAR

COMBINED PRO
FORMA TEST

YEAR

CITY OF NASHUA
ADJUSTMENTS

FORCBFRR
APPROACH

CITY OF NASHUA
REVENUE

REQUIREMENT

Consolidated Rate Base $ 18,937,424 $ (4,646,514) S 14,290,910 $ 14,290,910 $ (6,879,610) $ 7,411,300

RATE of Return 7.60% 7.60% 7.60% -2.93% 4.67%

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

Adjusted NOI $ 911,114 $ (177,830) $ 733,284 S 733,284 $ (439,240) $ 294,044

Deficiency $ 528.130 S 352,825 S 352,825 $ 52,064

Tax Factor 60.39% 60.39% 60.39% 60.39%

Revenue Deficiency $ 874,532 $ 584,244 S 584,244 $ 86,213

Water Revenues (2) $ 5,944,734 $ (295,242) $ 5,649,492 S 5,649,492 $ 4,515,447

Proposed Revenue Inc 14.71% 10.34% 10.34% 1.53%

Total Revenue $ 6,233,736 $ 6,233,736 $ 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: $ 6,528,978 $ 6,030,947

Notes:

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depredation expense.

(2) Water Revenues are refleeted without Capital Surcharge Revenues

PEU@5.7%



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

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

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

Proposed Settlement
ScheduJeA

Attachment A
Nashua Acquisition

9/15/2011

Pro Fonna
Adjustments

$ 152,099,885
5.70%

30 yrs

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

Total City Bond
Bond Interest Rate

Bond Period $

Calculated pro rata for City Bond based on a
constant payment and a constant bond rate.
Ca/eu/ated as folfows:

$ 16,124,105 (1)PEU Pro Rata Share
Less: Rate Stabilization Reserve

PEU Pro Rata Share (Sch 3, Attach A) -""="-
$

Total PEU Pro Rata Share for City Bond
Bond Interest Rate

Bond Period

$ 16,124,105
5.70%

30 yrs $1,134,045 (2)

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

$ 64,597,259

87.74%
10,60%

1.66%
100.00%

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

87.74%
10.60%

1.66%
100.00%

$ 133,453,268
$ 16,124,105
$ 2,522,512
$ 152,099,885

$8,669,693
10.60%

919,074$

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

Total Interest Payment on City Bond (year one)
PEU Pro Rata Share

PEU Pro Rata Interest Benefit

PEU @5.7'10



PENNICHUCK EAST UTILITY, INC.

OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

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

Exhibit BJH (2nd Supp)-2
Page30f7

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forma Adjustments

9/15/2011

CBFRR APPROACH W/MARA

Account
Number

PENNICHUCK
EAST UTILITY,

INC.

North Count :ro Forma COMBINED
ry Adjustments (1) TEST YEAR

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

CITY OF NASHUA
ADJUSTMENTS

FORCBFRR
APPROACH

CITY OF NASHUA
CBFRRAPPROACH

REVENUE
REQUIREMENT

Water Sales

Other Operating Revenue

Tota! Revenues

461 &462 S
471

5,005,656 $

32,269
5,037,925

939,078 S

8,691

947,769

(295,242) $ 5,649,492
40,960

(295,242) 5,690.452 •
($1,134,045)

(1,134,045)

$ 4,515,447
40,960

4,556,407

Production Expenses 601 to 652 1,137,272 221,083 1,358,356
66010678 &

Transmission & Distribution Expense 926,1 329,977 160,100 490,077
Customer Acet & Collection Exp 902 to 904 140,501 41.563 182,064

Administrative & General Expense 920 to 950 96,772 26,749 123,521

Inter Div Management Fee 930 1,261,843 292,644 1,554,487

Total Operating Expense 2,966,366 742.139 3,708.505

Depreclatron Exp/Acq Adj {Credit} 403/406 579,015 122,593 (111,791) 589,817
Amortization Expense: ClAC 405 (157.454) (11,864) 382 (168,936)
Amortization Expense: MARA $123,672
Amortization Expense 407 58,728 6,776 (6,003) 59.501
Amort Utility PI,mt Adj 406

Taxes Other Than Income Tax 408.1 467,122 76,384 543,506
Income Tax 409 to 410 305,688 (80.913) 224,775

Total Operating Deductions 5 1,253,099 5 112,976 $ (117,412) S 1,248,663 5 123,672 $

Net Operating Income $ 818,460 $ 92,654 $ (177,8301 $ 733,284 $ (123,672) S

Notes:

(1) Ehmnates l1le depreOabon and arrortizallOfl e;q;ense associatea WIth NOl'lh Country Cap,lal Recovery SUrcharge
(2) Pro Forma Income Taxes calculated as follows:
City Bond Revenue Requirement S (1,134,0<l5}

Reduced operallng expenses and deduc!ll,lns S 406,706

NOI profOlTlla adJustrnenis befote income taxes $ (727.339)

Income Taxes 3961% S (288,099) •

'Negative Income Taxes Will be offset by taxes 00 additional revenues from revenue deflclency per SChedule A

(3) Elimifli;lte Deprecl<!bofl Expenses for Eqully related assets bought out by Clly

(4) EI,mlnate Enbre MARAAmor!i,z.arron ExpenseAlIributable to Equlty-Related Assets AcqlJlreo: by City

PEU@5,7%

(256.736)

(256,736)

(149,970) (3)

(123,672) (4)

(288.099) (2)

(561,742) $

(315,568) $

1,358,356

490,077

182,064

123,521

1,297,751

3,451,769

439,847

(168,936)

59,501

543,506

(63.324)

810,594

294,044



PENNlCHUCK EAST UTILITY, INC.
Pro Forma Adjustments to N<!I Op<>(';}tlng tOcOrm>
For TOO Twelve Monlhs Ended December 31, !/lHl9

1 Revl:nul:
To recogll'ze adjustment of fixed annual revenue
reQuJrement to meel C,ty Bond oblt9a~on

Total City Bond
8onlllnter"SI Rate

80nd Penod
Caleulatecl pro ralil tor CilyBond basedrm a
collStafil paymellf ,)rid a consl:ml bond f(I/C

Calr;ulared as follows
PEU Pro Rata $Mru

Leu: Rate $labd,zabon Reserve
PEU Pro Rala Share (Seh 3. AttaCh A)

TOlal PEU Pro Rala St>are for C<y Bond
Bond Interest Rale

Sond P&nod

Pro Rar:R C8JculiJtlOfl as (allows:
PWoN & Sou!hwUod EqUIty (81311:2011)
PEU Equity (8/31/2011)
PAC Equity (1lI3112011)

PWW & SOulhwood % CBFRR ha~d on pro rala equity
?EU % CBFRR based On pro rata eQu,ty
PAC % C8FRR based on pro raIl! eQUity

2 Manllgement Fee
AJIoc1ItiWI from Corporate
Professional Fees & Service$
0&0 Insurance
Annual RePQft Cost
A\lditorsJSEC Legal ElIpense
Corp Govemance LegaiiAST
DireClors fees &. Mills/Corp Secy
EDGAR FdinglNASDAO & Otller
% A1IOl:a~on 10 PEU

3 Amoniution E>:pens.e
To prQ\j;<» for lImQ~abon eKJIeflse lI11nblltable to
MARA oased On raze and pr,r,;;,pal payment
Year Olle AfnllrliZa\lllll Expeose

4 ~pme;~IJon E>:pen$I!
To "limon;!t", oepretialton expellae for eqUlty related
aSSel$ purCllas!':\I with City bona as part 01 the Closong
Itansac~on 'II a eomposi:e deprec,a~oll rales of 2 19%

1> Income 1111(1':;
To re<:Qrt:l,ncom" taxes ..s a result of pro fl)ffi1i!

lIdJuslmenls lQ ine<>me $Iatemenl. (!l<~ 1~

S 16.124.105 (SC111.AthA)
6,a47.9$4 (Set><t)

S 9216,15;

Propo~dSenlllment
SChed"l<> 1

Attaehm&ntA
NaSh"a Aequi$1tion

9115/2011

ProF<lIma
Adju$!ment$

"$ 1,1J4.045

$123;67i

~970

(2136;055)

R!:! CIty 01 Nashua ACQu,,.,ltO<l 01 Penn!clnlc~ Corpor~l,on

Doc!<elNo OWll.tl26
cXllfbll 6JH (2nd SUI>Pj·2

Page~of7

Note:
'/AlIf1D\1cmcnl '" ",lloa:Itlon b:l$od on Oll""'/ll rxotoor>lOogo;>I~

PEU @ ~.7%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF RATE BASE

For The Twelve Months Ended December 31, 200

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.

(2) Includes Elimination of MARA

PEU@5.7%

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

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

Proposed Settlement
Schedule 3

Nashua Acquisition

Pro Forma Adjustments

9/15/2011

CBFRR APPROACH W/MARA



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

For the Twelve Months Ended December 31, 2009

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

Exhibit BJH (2nd Supp)-2
Page 6 of7

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9/15/2011

Pro Forma
Adjustments

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

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

To deduct all equity associated with MARA

Total Equity Deduction

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

(256,736)
12.33% $

$

$

(31,656)

(9,276,151 )

(16,124,105)

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:
Rate Base

PWW & Southwood Equity (8/3112011)
PEU Equity (8/31/2011)
PAC Equity (8/31/2011)

PEU @5.7%



PENNICHUCK EAST UTILITY, INC.
Overall Rate of Return

For the Twelve Months Ended December 31, 2009

NASHUA ACQUISITION - CBFRR

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

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

Proposed Settlement
Schedule 4

Nashua Acquisition
Proposed Adjustments

9/15/2011

6&47,954 $ 9,276,151 (16,124,105)

Capital Component

Long-term Debt

Short-term Debt

Preferred Stock

Common Equity

Pro Forma Test
Year

$7,856,291

MARA
Adjustment

RSF
Adjustment

CBFRR
Adjustment

Weighted
Adjusted Component Component Average
Amount ~ Cost Rate Cost Rate

$7,856,291 100.00% 4.67% 4,67%

$0 0,00% 0.00% 0.00%

$0 0.00% 0.00% 0,00%

0.00% 7.19% 2 0.00%

Overali Rate of Return $ 14,704,245 $ 9,276,151 $ - $ (16,124,105) $ 7,856,291 100.00% 4.67%

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

shall be equal to (i) the most recent 12-month average ofthirty~yearUnited States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates", or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility's rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PEU@5.7%

Authorized ROR

Proposed Adjustment

7.60%

~2;93%



PITISFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

Exhibit BJH (2nd Supp)-3
Page 1 of7

proposed Settlement
COMBINED INCREASE

Schedule A
9/15J2011

City Bond Fixed Reve-nue Requirement
(CBFRR)

PRO FORMA
TEST YEAR

DW10.090, DCA 3·1
12 MON1HS

PROPOSED DATA WITH

REQUESTS PROPOSED
ADJUSTMENTS ADJUSTMENTS

(1) 12/31109

DVII10~()!30, STAFF 3~5

STEP INCREASE COMBINED pRO
PRO FORMA FORMA & STEP

ADJUSTMENTS INCREASE FORMA
(1) TEST YEAR

'Final
Adjustment
OW 10-090

Final Rate
Order

OW 10..Q90

CITY OF NASHUA
ADJUSTMENTS

FORCBFRR
APPROACH

CITY OF NASHUA
REVENUE

REQUIREMENT

Consolidated Rate Base S 1,962,038 5 (61,125) S 1,900,913 S 112.476 5 2.013,389 S (7) S 2,013,382 (51,075,185) $938,196

RATE of Return 7.60% 7.60% 7.60% 7.60% -2.20% 5,39%

Income Required S 149,023 5 144,380 S 152,923 S 152,922 S 50,601

Adjusted NOI 5 75,753 S 3,595 S 79.348 S (3,632) S 75,716 S 1.524 S 77,240 ($71,573) 55,668

Deficiency 5 73,270 5 65,032 5 77,207 S 75,682 5 44,933

Tax Factor 60.39% 60.39% 60.39% 60.39% 60.39%

Revenue Deficiency S 121,328 $ 107,686 S 20,161 S 127,847 5 (2,525) $ 125,322 $ 74,405

Water Revenues $ 607,133 $ 126 $ 607,259 $ 607,259 $ 607,259 $ 429,845

Proposed Revenue Inc 19.98% 17.73% 3.32% 21.05% -0.42% 20.63%1 12.25%

Total Revenue $ 728,461 S 714.945 $ 735,106 S 732,581 $ 504,250

ADD: City Bond Fixed Revenue Requirement (Schedule A, Attach A) $177,414

Total Revenue: S 681,664

1. Adjustments shown are those required to adjust PAC's rate base and NOl to that which was approved in the DW10~090order

PAC@5.7%



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

Revenue
1 To recognize adjustment of fixed annual revenue

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

$ 152,099,885 (1)

5.70%
30 yrs

Proposed Settlement
Schedule A

Attachment A
Nashua AcqUisition

9/15/2011

Pro Forma
Adjustments

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

Exhibit BJH (2nd Supp)-3
Page20f7

Calculated pro rata for City Bond based on a
constant paym~ntand a constant bond rate.
Calculated as follows:
PAC Pro Rata Share
less: Rate Stabilization Reserve
PAC Pro Rata Share (Sch 3,Attach A)

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

Notes:
(1) pro Rata Calculation as follows:

PWW & Southwood Equity (8/31/2011)
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

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

0;00%
$0

S 2,522,512
5.70%

----1Q.yrs $177,414 (2)

S 5q,t>'!7i~·~? 87.74%
$ 6,847,954 10.60%
S 1,07.1,318 1.66%
$ 64.597,259 100,00%t

87.74% S 133.453.268
10,60% S 16,124,105

1.66% S 2.522.512
100.00% S 152,099.885

$8.669.693
1.66%

$143,783

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

Total Interest Payment on City Bond (year one)
PAC Pro Rata Share

PAC Pro Rata Interest Benefit

PAC@5.7%



PIITSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT

For Tho TwolvD Months Endod Docombor 31. 2009

R•. City of Nashua AcqulSt!<on of PenrllCt'luck Corporation
Docket No. OW 11-026

Exhibit BJH (2nd Supp}-3
Page30f7

Proposod SottJomont

Schodulo 1
Nashua Acqu·,sjtion

Pro- Forma Adjustmonts
911512011

DW10-090, eCA 3-1 OW10-o90. eCA 3-1 CBFRR APPROACH WIMARA

PROFORMA
12 MONTHS

12131109

PROPOSED DATA
REQUESTS

ADJUSTMENTS

12 MONTHS
WITH

PROPOSED
ADJUSTMENTS

12131/09

STEP INCREASE
PRO FORMA

ADJUSTMENTS

COMBINED PRO
FORMA & STEP

INCREASE
FORMA TEST

YEAR

Final Adjustmont
DWtO..o90

Final Rate Ordor
OW 10-090

CITY OF NASHUA CITY OF NASHUA
MARA ADJUSTMENTS FOR

ADJUSTMENT PER CBFRR APPROACH
BOOKS

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

Water Sales S 607,133 S 12. S 507,259 $ S 607,259 $ 607,259 ($177,414) S 429,845
Other Operating Revenue 5,429 5,429 5,429 5,429 5,429

Tota! Revenues 612,562 12. 612,688 612,688 612,688 (177,414) 435,274

Production Expenses BG,.aQ2 SS,392 SS,39.2 80,39.2 86,392

Transmission & Distribution Expenses 52,376 52,376 52,376 52,375 52,376
Customer Acct .& Collection Exp 19,953 19,953 19,953 19,953 19,953

Administrative & General Expense 51,371 (1,364) 50,007 60,007 60,007 60,007

Final Rate Order Adjustments (1,524) (1,524)

Inter Div Management Fee 160,025 (2aB) 159,788 159]88 159,788 (31,364) 128,424

Total Operating Expense 380,118 (1,602) 375,516 378,515 (1,524) 376,992 (31.364) 345,628

Dep ExpJAcq Adj Expense 86,066 86,086 2,050 88,136 88,136 (27,533) (:l:) 60,603
Amortization Expense:C1AC (24.145) (24.1 46) (24,146) (24.146) (24,146)
AmortiZation Expense: MARA 19,348 (19,348) (3)

Amortization Expense 4.458 4,458 4,458 4,458 4,458

Property Taxes 81,437 (4,225) n,212 3,964 81,176 81,176 81,176
Income Tax 8,857 2,358 11.215 (2,382) 8,833 8,833 (46,945) (1) (38,111)

Total Operating Deductions 156,691 (1.SiS?) 154,624 3,632 158,456 158,456 19,348 (93,825) 63,979

Net Operating Income S 75,753 S 3,595 S 79,348 S (3.632) S 75,716: S 1,524 $ 77,240 $ (19,348):___ ($52,225) $5,6&8

~

(1) Pro Forma Income Ta>:es calculated as follows

City SOnd Revenue Requirement , {177.414)
Reduced opela~ng expenses and dedu(;\lOf1s S5e,697

NOr prororma adJuslment5 befor~ lncollW taxes , (116,S17)

Income Taxes 39.61% S (46.945) •

• Negative Incol'Th!! Taxes will be otlsel by laxes on add'llOl'llll revenues rrom revenue def'Clency per SCnE!dule A

(2) EI'mil'l'll<l 08pfBCla~o" Expens,*, klf Eqwty related M~!S bclugtll oul byCity

(3) Ellmloatll enli<e MARA AmOlllZal>cJn Expense Allnbulalllll III Equily,Rclal&d Assem Aoqu>re<l by Coey

PAC@5.7%



PITTSFIELO AQUEDUCT COMPANY
Pro FonnaAdjllstments to Net Operating Income
For The TWlIllfe Months Ended De~emtHl'r31 • .w09

ReYf!nue
1 To recognoze adJuslment of fured annual reve""e

requirement to meet C,ly Bond Ollhsat,nn
TOlal C,ly Sond

flone Interest Rale
Bond PenOCl

C"JcuI"ted pre> tata for City &>nd b<l1Wd on"
constant P<1ymerrr. iil/ld a constant OOf!d rate.
C/tJ~ul/1ff>d as follows;

PAC Pro;> R"u Share
Less: Rate StabilIzation Res.e-rve

PAC Pro Rata Share (Sth 3,A)

Tolal PAC Pro Rata Sfrnre for City Bond
Bond Inl<1rest Rale

Bond PeriOd

Pro RiIt:a C:ajculatfOrl as fO/Jaws:
-pi/vW& S"ouii1woOd Equ'ly (813112011j
PEU Equ'hl{8l3112011j
PAC Equity (8i31f2011)

f'\NW & SoUlhwood % CBFRR based on pro rata equ,ty
PEU % CBFRR based on pro rata equIty
PAC % CBFRR baSed on pfQ rata eqully

2 Man:lgelrn!nt Fee
AlIocllti<m from Corporale
Profess,onal Fees & Ser",ces
0&0 In:wrance
Anflllal Report Cost
AudilotsfSEC Legal E><pense
Corp Governance Legal/AST
Direelors Fees &. MIgslCorp seC\'
EDGAR F'hng/NASDAQ & Olher
% AJI~~on 10 PAC

AIIocaIi'Ofl from PV\I1N
Salaries
Bonus
Benefits
Meel,nlls & ConvenhPns
Senior Management Vehicle
% AHocabon to Pac

TOlal Management fee

3 De;lroclalfon Expensl>
To el,minale d¢ollreciabon expenSl! for equity relaled ;>s;se!s
pl,lrellased witn City Bond as pl<f1 of closing IransaCbon
al a composite depreeial>on rale of 2.57%

4 Amortization Expense
To prov',de for amor!IXatipr1 e:tpel)Se attrtlulllble 10
MARAba~ on rale and ptlncipal paymem
Year One Amortgalion E>:pense

5 Income T(I:tos
To retord incoma b.!:tos as a result of pro forma
adjustml;!nls 10 '!'!Come staleme",

No'o; "M""OV.""""''''' ~,,,,...~""~ t.>~"" .... ~"""'" """,."t.>g. ~''''''' .......

,
2.522.512 (SCh1.AthA,Pg1)
1 071 31(1 (scn 4)
1451 1S4

PropOl;od :>enh::-mont
Schedule 1

Afuu:hme..tA
NasI>.... Acquisition

9115/2011

Pro Forma
Adjustments

$152.099;005
,_

3D ''''

$ 2},22.512
5.000.000

D~OO%

", 2,522.512
570%

"'" $177414.06

, $.677,987. 87.74%
S 6P47Jl~ 1060%, 1071318 166%, &1,597,25ii! '00%

817.:% S 133.453.268
1060% S 16,'24.105

1.65% S 2.522,512
100,OO?, S152.1199.885

(1:12.339)
(86,419)
(24.96-5)

[210.888)
(32.053)
i25,DS2)

__ (74.427!
180%· S (586.203) S (10.552)

(771.$96)
(28.500)

(336.507)
(19.600)

~
1,60%' 5(1.1$6,203) S <20,81l)

, I3U&41

(1,071.318)

~
, {271$33\

1.451.19':
30

5.70% ~348

(118,517)
3961% , {46.945j

PAC@5.7%

Re Cilyof Nashua Aequ,s,bon of Penfllchuc:!< COrporalion
Dockel No. OW 1 '·026

ExM"1 BJH (2nd Supp)·3
Page'; of 7



PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE

For The Thirteen Months Ended December 31, 2009

DW10.090, OCA 3·1 DW10-090, OCA 3-1

Re: City of Nashua Acquisition of Pennlchuck CorporatiOn
Docket No. DW 11·026

Exhibit BJH (2nd SUPPr3
Page5of7

Proposed Settlement
Schedule 3

Nashua AcqulsiUon
Pro Forma Adjustments

9115/2011

CBFRR APPROACH W/MARP.

Description
Plant '1'1 Service
Adjuslmem 10 Rate Base per Final Rate On'ler
Accum Depree

Aceum Depree: Loss
Aceum Depree: COR

M"""'lClpal AcqulSlt,on Regl,lla\ory ASSl,tt (MARA)
Accum Amort MARA Adj

CIAC
Amort of CIAC

ADD:
Working Cap
Malenals & $upphes
Prepayments
Otrler & Deferred Charges

CI1Y
PROPOSED DATA 12 MONTHS WITH STEP INCREASE COMBINED PRO ADJUSTMENTS PRO FORMA

PROFORMA
PROPOSED FORMA & STEP Final Adjustment Final Rate Order NASHUA

REQUESTS ADJUSTMENTS PRO FORMA INCREASE FORMA OW10.{)90 OW 10.{)90
FORPWWSPRO

ACQUISITION
NASHUA RATE

ADJUSTMENTS 12131{09 ADJUSTMENTS TEST YEAR RATA SHARE OF ADJUSTMENTS
BASEFORPWW

Pro Fonna MARA
Test Year

S 3,846,825 S S 3,846.825 S 114.526 S 3,961,351 , 3,961,351 $ 3,951,351
Il) (7) (7)

1.036,132 1,036.132 2.050 1,036,182 1,038,182 1.038,182
'14,50<\ 114,504 114,504 114,504 114.504

406 406 405 406 406
1.451,19<\ 1,451,194

1.148,636 1.148,636 1,148,636 1.148,636 1,148,636
256 418 256,418 256,418 256,416 256,418

S 2,033,385 $ $ 2,033,385 S 112,476 S 2,145.661 S (7) S 2.145,854 S 1,451,194 S S 3,597,054

111.754 (51,12S) 50,529 50.629 SO,629 (3,867) 46,762

"8 "8 588 588 588
7,797 7,797 7,797 7,797 7,797
3,505 3.505 3,505 3.505 3,505

S 123,644 S {51,12S} S 62.519 S $ 62.519 , , 62,519 S S (3,867) S 58,652

DEDUCT
Customer Advances
Customer Depos!ts
Deferred Income Tax

s
194.991
194_991 S • S

194,991
194.991 S . $

194,991
194.991 $ • S

S<l
S<l

194,991 $194,991
194,991 S • $ $ 194,991

TOTAL Rate Base
DEDUCT: Equity Related Assets
ADO: Rate Stabilization Cash RiI1c"rve
Total Rate Bllse:

1 Includes the ehmlll81,on of MARA

$

s

1,~62jO~S__ {§...1.,1;1.!il.S1,900,913S 112,476 S 2,013,389$ (7)S 2,013,382 S 1,451,194 S (3,8671 S 3,460,715
(2,-5-i2~S1-2T 1 (2,522,"512)

1,962,03{L§ {61,J25J S - -----1,~()(),913 S 112,476 $ 2,013,389 S ------------- (7) S 2,013,382 S 1,451,-'-94$ {Z,526,3791 s 938,203

PAC@5.7%



PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Rate Base

For The TWelve Months Ended December 31, 2009

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9/15/2011

Pro Forma
Adjustments

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

Exhibit BJH (2nd Supp)·3
Page 6 of7

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

{S31 ,364)
12.33% $ (3,867)

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

To deduct aU equity value associated with MARA

Total Equity Deduction

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

Less: Rate Stabilization reserve (Sch A, Attach A)
PAC Pro Rata Share

(1) Pro Rata CalcuJaUon as foJlows:
Rate Base

PWW Rate Base (DW10-091, Per Final Order)
PEU Rate Base (12/3112009)
PAC Rate Base (DW10-090), Per Final Order)

55.000.000
0.00% (1)

PAC@5.7%

$ (1.071.318)

5 (1.451,194)

$ (2.522.512)

$



Pittsfield Aqueduct Company, Inc.
Overall Rate of Retum

For the Twelve Months Ended December 31, 2009

DW10-090

Re: City of Nashua ACQwsltion of Pennichuck Corporation
Docket No. OW 11·026

Exhibit BJH (2M SUPPr3
Page 7 of 7

Proposed Settlement
Schedule 4

Nashua Acquisition
Pro Forma Adjustments

9115/2011

NASHUA ACQUISITION - CBFRR

Pro Forma Test
Capital_c:::o~g,?nent Year Adjustment Final Rate Order

MARA
Adjustmemt

RSF
Adjustment

CBFRR
Adjustment

Component Component
Adjusted Amount Ratio Cost Rate

Weighted
Average

Cost Rate

Long~1ermDebt 776.850 776.850 $

Short-term Debt 255.038 255.038 $

Preferred Stock $

Common Equity 1.071.318 1.071.318 $ 1,451,194 SO $ (2,522,512) 1 .J!

Overall Rate of Return $ 2,103,206 $ 2,103,206 $ 1,451,194 $ $ (2,522,512) $

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

shall be equal to (i) the most recent 12~month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). "Selected Interest
Rates", or a successor or equivalent pUblication, including the interest rate published on, or as dose as
possible after, a date four months following the proposed effective date of proposed changes in the
utility's rates as set forth in the rate filing, plus (if) 3.0%. N; an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PAC@5.7%

776,850

255.038

1,031,888

75.28% 7.00%

24.72% 0.50%

0.00% 0.00%

0.00% 7.19% 2

100.00%

Original Filing

Proposed Adjustment

5.27%

0.12%

0.00%

0.00%

5.39%

7.60%

;;'2;'20%



City of Nashua Acquisition of Penniehuck Corporation
DW 11-026
Settlement Agreement

EXHIBITC

I EXECUTION COpy I

Methodologies and Procednres 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
RSF Account"). The RSF will remain in effect for 30 years or until the City Acquisition
Bonds are retired or refinanced.

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

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

4. The 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 less 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 PEV 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 PEV or PAC. The
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I EXECUTION COpy I

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.

2
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EXHIBITD

I EXECUTION COpy I

Methodologies and Procedures for Municipal Acquisition Regulatory 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
"MARA").

I. 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 (ii) the amount
of the book value of the assets of the utility as of the Merger closing date.

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

3. Accounting Treatment. 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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I EXECUTION COpy I

Summary of the Terms ofthe 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:

I. 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.


