City of Nashua Acquisition of Pennichuck Corporation EXECUTION COPY

DW 11-026
Settlement Agreement

EXHIBIT A

Documentation Regarding Satisfied Conditions to Closing

[See Attached Documentation]



EXHIBIT DL~3

R-10-81 .

RESOLUTION

FINDING THAT THE ACQUISITION OF STOCK, RATHER THAN THE DIRECT
ACQUISITION OF THE PLANT AND PROPERTY OF PENNICHUCK
CORPORATION WILL PROVIDE A MORE ORDERLY METHOD FOR THE CITY
TO ESTABLISH, OWN, AND OPERATE A MUNICIPAL WATER UTILITY
CONSISTENT WITH THE PURPOSES OF RSA 38 AND WILL BE FINANCIALLY
BENEFICIAL TO THE CITY AND ITS CUSTOMERS AND WILL, THEREFORE, BE
IN THE BEST INTERESTS OF THE CITY AND PROVIDE A PUBLIC BENEFIT

CITY OF NASHUA

In the Year Two Thousand and Ten

- RESOLVED by the Board of Aldermen of the Cily 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 andfor assets of the Pennichuck Corporation, as authorized by
Chapter 347 of the Acts of 2007, as amended and supplemented to the date hereof, which vote
has been confirmed by a majority of the qualified voters of the City of Nashua at a regular
election duly called and held for such purpose.

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

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

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




LEGISLATIVE YEAR 2010

RESOLUTION: R-10-81
PURPOSE: Finding that the acquisition of stock, rather than the direct }
acquisition of the plant and property of Pennichuck
Corporation will provide a more orderly method for the city 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 i
interests of the city and provide a public benefit i
ENDORSER(S): Mayor Donnalee Lozeau
Alderman-at-Large Brian S. McCarthy
COMMITTEE
ASSIGNMENT:
FISCAL NOTE: The fiscal impact related to these findings is found in the
companion resolution authorizing bonds to acquire
Penmchuck Corporation.
ANALYSIS

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

Approved as to form:

Office of Corporation Counsel

O/M

Date: /“ZL/M,? /(27




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_t
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EXHIBIT DL-4

R-10-82

RESOLUTION

AUTHORIZING THE MAYOR AND CITY TREASURER TO ISSUE BONDS OR

NOTES NOT IN EXCESS OF TWO HUNDRED TWENTY MILLION DOLLARS

(8220,0600,000.00) 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 of Aldermen of the City of Nashua that in accordance with
RSA 38:3 the Board of Aldermen, by a two-thirds vote of all of its members and the Mayor have
determined that it is in the best interests of the City to establish a municipal water company,
through the purchase of the stock and/or assets of the Pennichuck Corporation, as authorized by
Chapter 347 of the Acts of 2007, as amended and supplemented 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 of Nashua at a regular election duly called and held for such purpose,

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

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

The bonds shall bear the manual and facsimile 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 of Massachusetts, or the Commissioner of Revenue Administration.




RESOLUTION R-10-82

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

funds.

RESOLVED that in accordance with RSA 38:13, as supplemented by Chapter 347 of the
Acts of 2007, as amended and supplemented by Section 118 of Chapter 1 of the Special Session
of the Acts of 2010, this resolution shall constitute the City’s ratification of the purchass 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 Permichuck Corporation and any other documents or agreements
necessary or convenient to the carrying out of the purposes of this resolution.

RESOLVED FURTHER, that the Mayor is authorized to enter into the required
contracts therefore as well as eny amendments to be made thereto or any other documentation

necessary for the receipt of said funds.




LEGISLATIVE YEAR 2010

RESOLUTION: R-10-82
PURPOSE: Authorizing the Mayor and City Treasurer to issue bonds or

notes not in excess of Two Hundred Twenty Millior Dollars
($220,000,000.00) to pay all costs of acquiring the stock and/or
assets of the Peonichuck Corporation

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

COMMITTEE
ASSIGNMENT;

FISCAL NOTE: Debt in the amount not to exceed $220,000,000 will be sold with
a thirty year term. Pursuant to the definitive merger
agreement, 2 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 ,
aequisition related costs, including possible payoff of existin g :
Pennichuck debt of approximately $50,000,000.

ANALYSIS

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

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

Approved as to content, Financial Services Division

account structure, :

numbers and amount: M (f %
By: & _ i/

A/ %

Approved as to form: Office of Corporation Counsel
By: / < o«
‘Date: [ Ao ( L <o

= T
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Form §-K

8-K 1 ¢18835e8vk.htm FORM 8-K

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

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

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

Pennichuck Corporation

{Exact name of registrant as specified in its charter)

, New Hampshire 0-18552 02-0177370
(State or other Jurisdiction of Incorporation) (Commission File Number) (IRS Employer I[dentification No.)
25 ManchesterﬂStreet, Merrimack, New Hampshire Q§054
(Address of Principal Executive Offices) (Zip Code)

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

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

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

0O Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
[J Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
{J Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240,14d-2(b))

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

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

The Company held its Special Meeting of Shareholders on June 15, 2011. Of the 4,681,427 shares of the Company’s common stock
outstanding and entitled to vote at the Special Meeting, 3,809,704 shares (representing 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

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



Form 8-K

Votes Votes
For Against Non-VYotes
L. To consxder and vote ona proposal to approve the Agreement and Plan of
495,818 6,881
2. To consider and vote on a proposal to adjourn the Special Meeting, if
necessary, for the purpose of soliciting additional proxies to vote in favor of
approving the Merger Agreement 3,215,249 574,478 19,977

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

A copy of the press release announcing the results of the Special Meeting is attached as Exhibit 99,1 to this Current Report on Form 8-K.

Item 9.01. Financial Statements and Exhibits,
{d) Exhibits. The following is filed as an exhibit to this Current Report on Form 8-K

Exhibit 99.1 Press release of Pennichuck Corporation dated June 13, 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.

P _CORP N
{Registrant)
Date: June 15, 2011 By: (s/ Thomas C. Lieonard

Thomas C. Leonard

Senior Vice President and Chief Financial Officer

-2~
EXHIBIT INDEX
Exhibit No, Description
99,1 Press release of Pennichuck Corporation dated June 185, 2011.
-3

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



City of Nashua Acquisition of Pennichuck Corporation EXECUTION COPY

DW 11-026
Settlement Agreement

EXHIBIT B

Illustration of Application of the Ratemaking Structure

[See Attached Documentation]




Consolidated Rate Base

RATE of Return
Income Regquired
Adjusted NOI
Deficiency

Tax Faclor
Revenue Deficiency
Water Revenues

Proposed Revenue inc

Total Revenue

ADD: City Bond Fixed
Revenue Reguirement
{Schedule A, Attachment A)

Total City Revenue;

PENNICHUCK WATER WORKS, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2008

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

Exhibit BJH (Rev 2nd Supp)-1

Page 1 of 9

Proposed Settlement
CONMBINED INCREASE
Scheduie &

971512011

City Bond Fixed Revenue Requirement

DOwW1o-081 DW10-081, OCA 3-1 DW10-081, STAFF 313 {CBFRR}

12 MONTHS WITH COMBINED PRO WITHOUT ~ COMBINED PRO e CITY OF NASHUA
PROFORMA TRonOOSPOMTA proposen SRR NCRESSE pormasster mmMiNent  rormassteP PN moaRate Order ADJUSTMENTS ST OF NASHUA
TESTYEAR o josmenTs (1) AOJUSTMENTS o crmenTs (1) NCREASE FORMA DOMAINCOSTS (NCREASE FORMA mﬁz o001 DW 10-091 FORCBFRR. " oot e
M yarm0e TEST YEAR RECOVERY TEST YEAR * * APPROACH

$ 97733430 § (433999) §  97.298491 § 3307877 § 100,607,368 §  {4,824,907) § 95782461 § (3562467) § 92219894 . (49775965 3 42444028
7.86% 0.09% 7.95% 7.95% 7.95% 0.03% 798% ... 185% 6.04%
7,877,233 $ -5 7,733,642 $ 7,996,562 s 7.613.064 $ 7362859 ' 2,563,619
5312858 § (52.583) § 5260266 % (127,544) § 5132622 $ 323751 § 5,456,373 166,809 § 5,623,182 1,400,354
2364374 § -8 2473376 $ 2,863,940 $ 2,156,691 s 1739s77 1,163,265
60.39% 60.39% 60.39% £0.39% §0.39% . 60.39%
3916175 § - $ 4085672 S 646,736 B 4,742,408 $ (1,171,136) $ 3.571.272 (690,535 $ 2,880,737 : . 1,826,254
$ 24116426 5 -5 24116426 5 - s 24,116,426 $ 24,116,426 $ 24116426 14,279,803
15.23% 15.98% 268% 19.66% -4.86% 14.81% -2.86% 11.95% 0 G 799%
3 28031607 § 28212098 3 28,858,834 3 27,687,898 § 2899r 463 | . : 16,206,057
[ $9,836,623
$ 76047680

1. Adjustments shown are those required to adjust PWW's rate base and NOI to those approved in the DW10-091 Rate Order

PWW @ 6.5%
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Water Sales

Water Sales for Resale
Other Operating Revenue
Tolal Revenues

Production Expenses

Transmission & Diskribution Expenses

Engineering Expense
Customer Acct & Collectior Exp

Administrative & General Expense

Final Rate Order Adjustments
inter Div Management Fee

Totat Operating Expense

Dep Exp/Acg Ad) Expense
Amotization Expense:CIAC
Amorfization Expense: MARA
Amortization Expense
Gain on Disp/Ulility Property
Property Taxes
Payroll Taxes
Income Tax

Totat Operating Deductions

et Operating income

PENNICHUCK WATER WORKS, INC.
OPERATING INCOME STATEMENT
For The Twaive Months Endad December 31, 2009

Re: Clty of Nashua Acguisition of Pennichuck Corporation
Docket Na. DW 11-026

Exhibil BJH (Rev 208 Supp}-1

Page 3of 9

Proposed Settioment
Scheduls 1

Nashua Acquisition

Pro Forma Adjustments

9/16/2011
DW10-081, OCA39 DW10-091, STAFF 3.13 LESS EMINENT DOMAIN CBFRR APPROACH WIMARA
COMBINED Ll
COMBINED  WITHOUT CITY OF CITY OF
PROFORMA1Z PROPOSEDDATA 1o MonTHOMITH  SToF <o TESTYEARE  EMINENT PROFORMAS  Final FinalRoto  NASHUA. . NASHUA. .  NASHUAGEFRR
HIONTHS REQUESTS ADJUSTMENTS FORMA STEP PRO DOMAIN MOREASE  Adiustrent Ordar WAF ADJUSTMENTS APPROACH
12731109 ADJUSTMENTS 234108 ADJUSTMENTs FORMA TEST COSTS  _ociiamey DW10-091  DW10.031 ADJUSTMENT | FORCBFRR. REVENUE
YEAR RECOVERY VEAR PER BOOKS - "APPROACH .~ REQUIREMENT
$ 24116426 & - 5 24116428 3 - 8 24116426 $ 24,116,426 24116426 (39.836:623) $  14.278,803
598 - 698 - 698 898 £98 S 698
365,266 (1,330 363,936 - 363,936 363,936 363,936 = 363,836
24,482,388 {1.330) 24 481,060 - 24,481,060 - 24,481,080 24.481,080 ($9,836,623). . 14,644,437
3,337,833 {36,485) 3,301,448 55,750 3,357,198 3,357.198 3,357,189 3.857.188
1,379,179 {3.214) 1,375965 - 1.375.965 1,375.885 1.375,965 1.375.985
574,394 - 574334 - 574,394 574,394 574,394 574,334
434,974 - 434,974 - 434,974 434,974 434 574 Ceon 434,974
6,142,486 (42,904) 6,099,583 - 6,098,583 6,002,583 6009583 . "{t,125,825) - 4,973958
{166,808) {186.808) - R (166,809)
(1,476,315} 7,961 {1,468.354) - {1,468,354) {1.468,354) (1488.354) L. {134,985) - .. (1,603,339)
10.392.652 [74.842) 10318,010 5575 10373760 - 10373760 (168,808)  10.206.951 " (4,260.610) 8,946,342
4,070,540 (7.888) 4,062,852 80,768 4,143,420 4,143,420 4,143,420 Dsamarsy B 2614085
{480,385) - (480,385) - {480,385) - (480,385} (480,385) e (480,385)
495,885 (1.898) 494,189 - 484,189 (536,100) {41,911 @191 (41.811)
160,984 -
2,674,108 2,844,093 74,847 2,518,940 2818940 2918940 . 2,918,940
520,118 - 520,118 - 520,118 520,118 520,118 .. 4y " 466,074
1496612 (34,495) 1,462,117 (83.722) 1,378.395_ 212,349 1,580.744 1,560,744 1 - (27687875 M (1,178,022)
8,776,879 125,905 8,902,784 71,893 8,074,678 (323751) 8,850,927 - 8,650,927 4,297,741
5.312,859 {52,593) 5760266 (127.544) 5137672 308751 5456373 166,809 5623182 . - (864794} . (53,368/03%) 1,400,354
Hotes:
{3} Pro Forma income Taxes caloufated as faliows:
“Fotal pro forma reduction in operaing expeases 2844029
Totat Pradarma Reveno Socrears $9.834.623
Tolal Proformva NO! bofore mcome tax (8.592,504)
3p6i% 2,769,767 *
“Negative income Taxes wili bo offset by taxes on {from revenue par A

{2y Amortization Expense associsied with City Eminent Domain Cost Recovery over 30 yeais

{3) Eiminate Depreciaion Expenzas for Equity related asssls bought by Cily
0] inaty Entie BUARA Expense

1o Equity-Retsted Assels Acquinsd by Clty

PWW @ 65%
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Pennichuck Water Warks Inc

Pro Forma Adjustments to Net Op

For The Twalve Months Ended December 31, 2009

Management Fee

Allocation from Corporate
Professional Fees 8 Services
D&O Insurance
Annual Report Cost
Auditors/SEC Legal Expense
Corp Govemance LegalAST
Directors Fees & Mgs/Corp Secy
EDGAR Fling/NASDAQ & Other

% to PWW 74.90% *

Allocation 1o Affiliates
Salares
Bonus
Benefits
Mestings & Conventions
Senior Management Vehicle
% fo Afffites

Total Managemont Fea

Nots:

“Management fee allocation tased on current percentage altocation.

Dapraciation Exgense

To eliminate depreciation expense for equity related assets
purchased with City Bond as part of the closing transaction

at a composite depreciation rate of 2.8%.

Amortization Expense

To pravide for amorfization expense on Tity Eminent Domain

Costs as follows:
City Emintent Domain Costs
Amortization Peried years

Amortization Expense
To provide for amoriization expense attributable fo
MARA based on rate and princlpal payment
Year One Amortizafion Expense

Income Taxes
Yo record income faxes as a result of pro forma
adjustments to income statement.

FINAL RATE ORDER NO! ADJUSTMENTS
To record final adjusiments fo Net Operating income
as approved in Rate Order DW10-091

Proposed Settfement
Schedule 1
Attachment A
Page 2
Nashua Acqulsition
9115120611
Pra Forma
Adiustments
{132,339)
(86.470)
{24,865)
{210.288)
{32,053
(25052}
_gan
S {586,203} b {439.066)
(771,596}
{26,500)
336,507)
£19,690)
1,000)
(1,156,203} $ 304081
E3 (134.985)

$ {1,528.375)

$128453,268 {Sch4,AthA.Pg 1)
54,620,532 (Sch4)
$73,832,736

30§ .
$73,832.736
30 e
6,50% $854.784
3 (3ren7en
5 {166,804]

PWW @ 6.5%

Re: City of Nashua Acquisition of Pepnichuck Corporation

Docket No, DW 41-026
Exhibit BJH (Rev 2nd Supp)-1
Page5of9



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

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

Exhibit BJH (Rev 2nd Supp)-1

Page 6 of @

Proposed Settlement
Schedute 3
Nashua Acquisition

Pro Forma Adjustments

1. includes {he elimination of MARA

PWW @ 6 5%

/1622011
DW10-081, OCA 31 DWAN-091, STAFF 313 LESS EMINENT DOMAIN CBFRR APPROACH WIMARA
COMBINED COMBINED PRO : CITY, e
PROPOSEDDATA  ZMONTHSWIT orepworease  TesTvesre  TUMOUT pormaasTEP Final F"g:;::"’ ADJUSTMENTS  PROFORMA - aRoFoRMA,
REQUESTS ADJUSTMENTS PRO FORMA STEP PRO DOMAIN COSTS INCREASE Adjustment DW 10-081 & FOR PWWS PRO ACQUlslﬂdN NASKUA RATE BASE
Pro Forma ADJUSTMENTS 1234708 ADJUSTMENTS FOR&;&S‘T RECOVERY FOR;“&;E&T DW 10-081 Southwood RATA S:ARE OF ADJUSTHENTS. FOR PWW
Description Test Yoar MARA . o
Plant n Service 152,887,203 {421,245; 153 255,047 3,904,456 157,174,503 15737058 457,470503 15T.170.503
Adjustment 1o Rate Base per Faal Rale Order (3.562,467) (3.552457) - SBONZAT)
Agcum Deprec 38,260,317 {7.888) 38.252,429 (38,477} 38,215,852 3B,245952 38215952 T 28215852
Accum Deprec: Loss 4,050,378 - 4,050,376 237 4052653 4052653 4,052,653 | 4,052,853
Accum Deprec: COR 1,708,176 - 1.708.476 186,793 1.893.86% 1,893,958 1,693,969 .. 1693969
Thearetical Regerve B882,9¢0 - 882,500 ~ 882,900 882,900 B82800 - - EERE0G
Acquistion Adjustment 844,505 . 844,805 - 844,808 844,905 844,805 - ‘844,305
Aeern Amon Ac At 296,522 - 296522 - 296,522 296,522 286,522 : B . 288,522
Municipat Acquisition Reguiatory Asset (MARA) - - - - -~ - - - - 73,842,736 1A TIE
Accurs Armiart MARA Adj - - - - - - - - - . S T
clac 26,898,154 - 26,898,154 - 26,898,154 26,898,154 26,898,154 28808 154
Amart of CIAC 4,087,526 - 4,037,528 - 4,037,526 4,637.525 4,037,526 R » 4.037,528
98,659,417 (413,358) 98,246,059 4,129,003 102,375,062 - 102,375,062 (3,562,467} 98,812,585 73,832,736 - . 172,645,331
ADD: T A
Working Cap 1,296,371 (8.203} 1,287,168 6,874 1,204,042 1,284,042 1,204,042 (165,433) o .608
Materials & Supplies 825,124 - 826,124 - 825,124 825,124 825,124 ’ L a5
Prepaid Exprenses 391,158 - 391,153 . 391,159 391,158 361,158 . 391,150
Prepaid Property Taxes 55,545 ~ 55545 - 55,545 £5,545 55,545 - 55,545
Prepaid Incoms Taxes - - - - - - - ! K
Other 8 Defead Charges 12523873 {11,438} 12.518,53% - 12,519,535 (4,824,907) 7.633,628 7833828 - L. ST
15,088,172 20,641) 16,077,531 6,674 15,084,405 (4,824.907) 10,259,497 10,258,487 . (155,433)
DEOUCT: - - -
Customer Advances 84,000 - 84,000 - 84,000 84.000 84,000 -
Customer deposits & other 138,756 - 138,758 - 138,756 138.755 138,756 - -
Deferred income Tax 12,820,817 - 12,920,917 - 129209017 12,920,917 12,820,917 |
Deferred Tax Liabrgy 885,131 - 855,191 - 85519 855,191 85511
Unamor ITC 784,440 - 784,440 - 764,440 784,440 784,440
Deferred Rental Credits 105,550 - 108,550 828,000 933,550 933,550 433,550 . .
Unfunded FAS 105 and 158 Cosis el 135,245 ~ 1.135.245 - 1,135,245 1,435,245 1135245 - o - . >
18,024,099 - 16,024,009 678000 16852009 - 16,852 058 ) 16852089 . - o 16,853,005
TOTAL Rate Base 87733480 {433.85%9) 97,2834 3307877 100,507,388 [3,324.2307] 85,7824681 [2.562,4E7) $2.219984 .- (155,438} © 65,887,296
DEDUCT: Eguity Relatad Assals + MARA (128,453.268) . 1. 128 453,
ADD: City Enss Domain Cost Ry Y oo
ADU: Rals Stablization Gash Restrre : B0
Yotal Ratp Base 57,733430 [433,999) 31.299,484 307,877 wg_ﬁgbsgg (3,824,507} 95,782 461 13.562467) 92218884 (123608, 701Y -




Pennichuck Water Works inc
Pro Forma Adjustments to Rate Base
For The Twelve Months Ended December 31, 2009

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

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

To deduct all equily value associated with MARA
Total Equity Deduction
RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.

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

(1} Pro Rata Calculation as follows:

Rate Base
PWW (DW10-091, Per Final Order)

PEU (As of 12/3172003)
PAC (DW10-091, Per Final Order)

DEFERRED DEBITS

$64,597,259

(1,260.610)
12.32%

$5,000,000 (1)
100.00%

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

100.00%

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 DW10-081

PWW @ 6.5%

Final Adjustment
DW 10-031

Re: City of Nashua Acquisition of Pennichuck Corporation

Proposer Settlement
Schedule 3
Aftachment A
Nashua Acquisition
8/15/2011

CBFRR . .. .
Wi MARA'
Pro Forma
Adjustimeénts .

$ 3,562,467

3 AR

§ Ti28,455.268]

Docket No. DW 11-026
Exhibit BJH (Rev 2nd Supp)-1
Page 7 of 9




Re: City of Nashua Acquisition of Pennichuck Corporation

Docket No. DW 11-026
Exhiblt BJH (Rev 2nd Supp)-1

Page 8of 9
Proposed Settiement
Pennichuck Water Works, Inc. Schedule 4
Overall Rate of Return Pro Forma Adjustments
8/158/2011
For the Twelve Months Ended December 31, 2009
NASHUA ACQUISITION - CBFRR .
DW10-631, OCA 3-1 L . LRI, S B Component Weightod -
Filed FinalRate .~ MARA '~ RSF. . .. CBFRR. _ o Component ~ Cost . = Average
Capital Component Amount Adjusiment Order  Adjustment Adjustment . Adjustment Amount. Ratle. . - Rate . - CostRate
Long-term Debt $ 51,855,007 $ (2301,100) § 49553907 .. ' ‘ ‘ 49,553,907 . .. 100.00%. 604% . B.04%
Short-term Debt - - : ‘ . 0.00% 0.00% o 000%
Preferred Stock - - 0.00% 0_00'% ‘
Common Equity $ 54620532 § 73832736 $ (128,453268) 0.00% 749% 2
Overall Rate of Returs 5 106,475,539 $ (2,301,100) $ 104,174439 'S L $ (128,453,268) " $°49,553,307 - - . 100.00%
Final Rate Qrder - DW10-091 7.98%
CBFRR Pro Forma Adjustment -1.95%
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 thirly-year United Siates 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 irterest 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 (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formuls allowed ROE would be 7.19%.

PWW @ 5.5%



Original Filing

Reference
Staff 2-22 SRF Step Additions Debt

SRF Step Additions interest

Revised Debt and Interest

Proposed Adjustment

Re: City of Nashua Acquisition of Pennichuck Corporation

Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return
For The Twelve Months Ended December 31, 2009

3.728%

Docket No. DW 11-026
Exhibit BJH (Rev 2nd Supp)-1
Page 8 of ¢

Schedule 4
Attachment A
Pro Forma Adjustments

Outstanding Debt All n Annual Funded
Funded Costﬂ Effectve Rate
$ 51,855,007 % 3,077,604 5.94%
Qriginal Revised
2,424,100 123,000 (2,301,100)
80,370 4585 (85,785}

$ 48,553,807 $ 2,991,819 6.04%

$ (2,301,100}

PWW @ 6.5%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2008

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

Exhibit BJH (2nd Supp)-2

Page 10of7

Proposed Settlement
Schedule A

- City Bond Fixed Revenue Requirement

. {CBFRRY
PRO FORMA COMBINED PRO 'CITY OF NASHUA
TESTYEAR ADJUSTMENTS 0 URUATEST rorma TEST . REVENUE
(12 YEAR REQUIREMENT

Consclidated Rate Base $ 18037424 $ (4,846514) $ 14,280,910 $ 14290910 $. - (6 . 7411300
RATE of Return 7.60% 7.60% 7.60%: -
Income Required $ 1439244 $ 1.086,109 $ 1,086,109 - -
Adjusted NOI $ 911,114 $  (177.830) $ 733284 § 733,284 °'$ 233
Deficiency $ 528130 $ 352,825 $ 352,825 - 112,875
Tax Factor 60.39% 60.39% 60.39%. - U 60139%
Revenue Deficiency $ 874,532 $ 584,244 $ 584,244 o '135,9‘11
Water Revenues (2) $ 5944734 $  (295242) § 5,649,492 § 5,649,492 '
Proposed Revenue Inc 14.71% 10.34% 10.34%
Total Revenue 5 6,233,736 & 6,233,736
ADD: City Bond Fixed Revenue Requirement (Schedule A, Attach A)
ADD: NC Capital Surcharge Revenue $ 295,242

Total Revenue:

Notes:

6,528,978 -

(1) Eliminate Capital Recovery Surcharge Assets and related sevanues 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

Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule A

Pro Forma Adjustments to Revenue Requirement Attachment A
For The Twelve Months Ended December 31, 2009 Nashua Acquisition

Pro Forma

Adjustments
1 Revenue

To recognize adjustment of fixed annual revenue
requirement to meet City Bond obligation,

Total City Bond

Bond Interest Rate 3

Bond Period $ 30 yrs

Calculated pro rata for City Bond based on a

constant payment and a constant bond rate.

Calculated as follows: :

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

PEU Pro Rata Share {Sch 3, Aftach A) ¢

Total PEU Pro Reta Share for City Bond $ 16,124,105
Bond Interest Rate 8.50%
Bond Period 30 yrs $1,284,743 (2}
Notes:
{1) Pro Rata Calculation as follows:
PWW & Southwood Equity (8/31/2011) 87.74%
PEU Equity {8/31/2011) 10.60%
PAC Equity (8/31/2011) O71:348. 1.66%
597,259 100.00%
PWW & Southwood % CBFRR based on pro rata equity 87.74% $ 133,453,288
PEU % CBFRR based on pro rata equity 10.60% $ 16,124,105
PAC % CBFRR based on pro rata equity 166% $ 2,522,512

100.00% $ 152,089,885

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

Total Interest Payment on City Bond (year one) $9,886,493
PEU Pro Rata Share 10.60%
PEU Pro Rata Interest Benefit $ 1,048,067

PEU @ 6.5%

Page 2 of 7



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

Exhibit BJH (2nd Supp)-2

Page30of 7

Proposed Settlement

PENNICHUCK EAST UTILITY, INC. Schedute 1
OPERATING INCOME STATEMENT Nashua Acquisition
For The Twelve Months Ended December 31, 2009 Pro Forma Adjustments
(ool CBFRR APPROACH WIMARA
CITY.OF NASHUA  ° CITY OF NASHUA
Account Zig.:.q i;':t"r?\f North Count Pro Forma COMBINED JU ': CBFRRAPPROACH
Number we. OUY adjustments (1) TEST YEAR -1 REVENUE. .
- ’ REQ&_JIREMENT’
Water Sales 4618462 $ 5005656 § 939,078 $  (295242) $ 5,649,492 s 4,414,749
Other Operating Revenue 471 32,269 8.691 40,960 - Tt 40,880
Totat Revenues 5,037,925 947,769 (295,242) 5,690,452 . 4,455,709
Production Expenses 601 to 652 1.137.272 221,083 1,358,356 1,358,356
66D 0678 & - .
Transmission & Distribution Expense 926.1 329,977 160,100 490,077
Customer Acct & Collection Exp ' 80210 904 140,501 41,563 182,064 +06
Administrative & General Expense 920 to 950 96,772 25749 123.521 '1_'23'.‘52:1
Inter Div Management Fee 930 1.261,843 282,644 1,554,487 1,297 751
Tatal Opersting Expense 2,966,365 742,139 - 3,708,505 '31451.',769
Depreciation ExplAcg Adj (Credit) 4031406 579,015 122,593 {111,791) 589.817 . '499;847
Amortization Expense: CIAC 405 (187 454) {11,864) 382 {168,936 " (168,936)
Amortization Expense: MARA AT
Amortization Expense 407 58,728 8,776 {6,003) 59,501 59,501
Amort Utility Plant Adj 408 - - ST
Taxes Other Than income Tax 408.1 467,122 76,384 543,508 - 548506
Income Tax 409 10 410 305,688 (80.913) 224775 (103,210)
Total Operating Deductions $ 1,253,099 § 112,976 S (117,412) & 1,248,663 ¥ . 770,?@8
Net Operating Income $ 818,460 § 92,654 $ (177,830y S 733,284 - $ . 233,233
Notes:

{1) Enminates the depreciation and amorizalion expense assodiated with Noan Couniry Capital Recovery Sireharge.
{2) Pro Forma Income Taxes calculated as follows:

City Bond Revenug Requiremens 3 {1.234.743)
Reduced operaling expenses and deductons S 406,706
NOI proforma adjusiments before income taxes s (828,036}
income Taxes 3961% S {327.985; *

“Negative Income Taxes will be offset by 1axes na additional revenues from revenue deficency per Schedule A
{3) Eiminate Depreciaton Expenses for Equity related assets bought out by ity
{4) Eliminate Enlite MARA Amortizakon Expense Aliibutable lo Equity-Related Assets Acquired by Cry

PEU @ 6.5%



PENNICHUCK EASY UTILITY, INC,
frro Forma Adjustments to Net Operating Income
For The Twelve Manths Ended Decembor 31, 2008

1 Revenue
To recognze adustment of fixed ancrial revenus
requicernent 10 mest City Bond okéigation.
Tolal Cay Bond
Bond Jnterest Rate
Bond Penod
Calculated pro rata for City Bang based on #
constant payment and a constent dond rale.
Calcutated as loliows,
PEU Pro Raa Share
Less: Rote Staditzation Ressrve
PEU Pro Rata Share (Sch 3, Attach A)

Total PEU £ro Rata Share for City Bond
Bond Inlerpst Rata
Bong Perod

Pro Reta Cafculstion as follows:

PWW & Southwood Equity (8731/2011)
PEU Equity (8/31/2011)
PAC Equity (27317201%)

PWW & Southwond % CBFRR based on pro rata equity
PEU % CBFRR based on pro rata equily
PAC % CBFRR basot ob pro ats equity

2 Management Fee
Asscation trom Corporate
Professionat Faes & Services
DEO Insurance
Annual Report Cost
AuditorsiSEC Legal Expense
Corp Govemnance LegalAST
Directors Fors & Migs/Corp Secy
EDGAR Filing/NASDAQ & Other
s Aftocstion to PEU

Aiocation from PYWW
Salaries

Bonus

Benefits

Meatings 8 Conventions
Senior Management Vehicle
7 Allocation jo PEU

3 Amortixation Expense
To provida for i expense o
MARA based on rate and principal paymant
‘Year One Amortization Expense

4 Depreciation Expense
To eliminate depreciation expense for equity related
Bssets purchased with Cily band a3 part of the ciosing
ion at posite depreciation raes of 2.13%,

5 fncome Yaxes
To record incoma 18xes as a resull of pro forma
df 1o income senn

Note:

Proposed Setdement
Schodule 1
Attachmont A
Nashua Acguisition

oo alf ion bagzed on current I

Pro Forma
Adjustments |
30 us
$ 16,124.105
s -
S 16.124.108
6.50%
0y
5 1.234,743
87.74%
10.60%
07431 166%
S 64,987,259 400.00%
BT.74% 5133463268
10.60% § 16,126.105
168% 5 2522512
100.00%  $152,083.855
(132.3%9)
185.47%)
£24,905)
{210,888)
{32.053)
25.052)
4,427,
16.09% * 5 {586203) $ (87,930}
{771,588
{28.500)
{336.,507)
{19.600)
1,000,
14.60% (1.155,203) 3 {168,806}
S _ {256,736)
§ 16,124305 {Schi, s A) S 9,276,151
6,247,854 (Sch4} 30
§_9275.151 6.50"% $107,384
BATOSK, iSendy e
15% S§ 143970
s (828.238) e
I61% 5 (3727.98%5)

PEU B 6.5%

Re. City of Nashua

of P Corporati

Docket No. DW 11-026

Extubn BIH (2nd Supp)-2
Pagedof 7



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

PENNICHUCK

Pro Forma

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

Exhibit BJH (2nd Supp)-2

Page Sof 7

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

EASTI ggmm{, North Country Adjus(t;;xents coma:;r;ig TEST o ; ;’:?ggfg’é‘;g:ggg
Description L R o

Plant in Service $ 38,774,582 % 5705898 $ (4,550,806) $ 38,920,675 - ... .. . $ 39,828,575
Accumn Deprec 7,781,193 204,504 (271,782) 7803915 7,803,915
Accum Deprec: Loss 927493 192,960 (272,508) 847944 - 847,944
Accum Deprec: COR 30,401 87,138 117,538 117.539
Acquisition Adjustment 10,468,179 10,468,179 10,468,179
Accum Amort Acg Adj 2,487,151 2,487,151 - 2,487,1'.51
Municipal Acquisition Regulatory Agset (MARA) . .. 9,276,151
Accum Amort MARA Adj P
CIAC 8,807,342 32,770 {14,008) 8,826,016 - o 8,826,(3_16
Amort of CIAC 875,827 12,193 {423) 887,597 o 887,597
16,038,740 5,670,916 {4,537,9860) 17,171,696 - o o o 2&447_,848

ADD: S
Working Cap 365,753 91,506 457 259 - 425803
Materials & Supplies - 925 925 : So... 925
Prepayments 90,684 10,403 101,087 - . 10%.08Z
Other & Deferred Charges 512,492 117,688 (108,554) 521,626 L 521,626
968,929 220,522 {108,554) 1,080,896 1 ,049..'241_.

DEDUCT: R
Customer Advances - - ST
Customer Deposits 2.063 2 2,065 o 2,065
Deferred Income Tax 3,288,402 585,642 3,874,044 3,874,044
Deferred Gain on Loans 85,574 - 85,574 85574
3,376,039 585,644 3,961,683 3,961,683

TOTAL Rate Base 3 13,631,630 $ 5,305,794 $ (4,648,514) $ 14,290,910 = - 23,835,405
DEDUCT: Equity Related Assets (16,124,105}
ADD: Rate Stabilization Cash Reserve .

TOTAL Rate Base $ 13,631,630 $ 5305794 $ (4,646,514) § 14,280,910

(1) Eliminate Capitat Recovery Surcharge Assets and refated revenues and depreciation expense,

{2) Includes Elimination of MARA

PEU @ 6.5%




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

Re: City of Nashua Acguisition of Pennichuck Corporation
Bocket No. DW 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 (256,738) o URET
pro forma adjustments. (Schedule 1) 12.33% $ (31,656)
2 EQUITY DEDUCTION v
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 $ (9276151
Total Equity Deduction $ . (16",1245105)
3 RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)
regulated utilities at closing.
Less: Rate Stabilization Reserve  $ 5,000,000
PEU Pro Rata Share 0.00%
Total PEU Pro Rata Share for City Bond
(1) Pro Rata Calcualtion as follows:
Rate Base ‘
PWW & Southwood Equity (8/31/2011) $ 56,677,987
PEU Equity (8/31/2011) $ 8,847,954
PAC Equity (8/31/2011) $ 1,071,318 Yo
$ 64,597,259 100.00%

PEU @ 6.5%



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

Exhibit BJH (2nd Supp)-2

Page 7 of 7

Proposed Settlement
Schedule 4

Nashua Acquisition
Proposed Adjustments

PENNICHUCK EAST UTILITY, INC.
Gverall Rate of Return
For the Twelve Months Ended December 31, 2009

- Weighted

- NASHUA ACQUISITION - CBFRR

Pro Forma Test-f_",' : MARA: ©
Capital Component Year ‘

Long-term Debt $7.856,.201 0
Short-term Debt
Preferred Stock

Common Equity

Overali Rate of Return  §

14,704,245

Authorized ROR
Proposed Adjustment

Notes:

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

2 The cornponent 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 Stafistical Release, H.15(518). “"Selecied Interest
Rates", or 2 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 (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.18%, so the formuia allowed ROE would be 7.18%.

PEU @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. DW 11-028

Exhibit BJH (2nd Supp)-3

Page 1of 7

PITTSFIELD AQUEDUCT COMPANY, INC. Proposed Settlement
COMPUTATION OF REVENUE DEFICIENCY COMBINED INCREASE
For The Twelve Months Ended December 31, 2009 Schedute A

City Bond Fixed Revenue Requirement
DW10-090, OCA 3-1 DW10-090, STAFF 3-5 . .. - {CBFRR}
T2 WONTRS S

PROPOSED DATA STEP INGREASE COMBINED PRO - ] CITY, OF NASHUA. - oo o o

PROFORMA ~ REQUESTS  _ ITH ~  PROFORMA  rFORMAsSTEp Fimal el Rate Capyygrmenrs. CTY OF IO SHUA

TESTYEAR ADJUSTMENTS o 0o~ ADJUSTMENTS INCREASE FORMA D&“j;“;‘;‘[‘) oW 10000 . FORCBFRR - o o ENT

M {1} TEST YEAR h " TAPPROACH. )
12(31/09 L TR .

Consolidated Rate Base $ 1,962,038 § 61.125) $ 1,800,913 § 112476 2,013,289 § (1) $ 2013382  ($1,075,185) . $938,196
RATE of Return 7.60% 7.60% 7.60% 7.60% - : 5.39%
Income Required $ 149,023 $ 144,380 $ 152,923 $ 152,922 0 . $ 50,601
Adjusted NOI $ 75753 § 3,595 S 79348 § (3.832) $ 75716 § 1524 § 77240 . U (s3.349)
Deficiency $ 73270 s 65.032 $ 77.207 $ 75682 . 54447
Tax Factor 60.39% 60.39% 60.39% 60.30% 50.39%
Revenue Deficiency $ 121,328 § 107686 § 20,161 S 127,847 § (2,528) § 125322 L 90,158
Water Revenues $ 607133 § 126§ 607.259 - s 607,259 § 607250 - s 414002
Proposed Revenue in¢ 18.98% 17.73% 3.32% 21.05% -0.42% 2063% 14.85%
Total Revenue $ 728461 $ 714,945 3 735,108 $ 732,581 $ 504,250
ADD: City Bond Fixed Revenue Requirement (Schedute A, Attach A) $193,167
Total Revenue: -y 697,417

1. Adjustments shown are those reguired to adjust PAC's rate base and NO! to that which was approved in the DW10-080 order

PAC @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
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Proposed Settlement
PITTSFIELD AQUEDUCT COMPANY Schedule A

Pro Forma Adjustments to Net Operating Income Attachment A
For The Twelve Months Ended December 31, 2008 Nashua Acguisition

Pro Forma
Adjustments
Revenue
1 To recognize adjustment of fixed annual revenue
requirement to meet Gity Bond obligation.
Total City Bond
Bond interest Rate
Bond Period

Calculated pro rata for City Bond basaed ona
constant payment and a constant bond rate.
Calcuiated as follows:

PAC Pro Rata Share $ 2,522,512
Less: Rate Stabilization Reserve
PAC Pro Rata Share (Sch 3,Attach A)

$0

Total PAC Pro Rata Share for City 8ond § 2522512
Bond interest Rate 6.50%
Bond Period 30 yrs $193,167 _¢2)
Notes:
{1) Pro Rata Calculation as foliows:
PWW & Southwood Equity {8/31/2011) 87.74%
PEU Equity (8/31/2011) 10.680%
PAC Equity {8/3172011) 1.66%

100.00%
PWW & Southwood % CBFRR based on pro rata equity 87.74% $ 133.453.268
PEU % CBFRR based on pro rata equity 10.60% S 16,124,105
PAC % CBFRR based on pro rata equity 1.66% $ 2.522.512

100.00% $ 152,099,885

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

Total interest Payment on City Bond (year one) $9,886,493
PAC Pro Rata Share 1.66%
PAC Pro Rata Interest Benefit $163,963

PAC @ 6.5%




PITTSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT
For Tho Twolve Months Endad Gocomber 31, 2009

DW10-090, OCA 31

Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. Dw 11-028

Exhibit BJH (2nd Supp)-3
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Proposocd Sottlomont
Schodule 1

Nashus Acquisition

Pro Forma Adjustments

DW19~O$0, OCA 31 CBFRR APPROACH W/IMARA
12 MONTHS COMBINED PRO L R '
PRO FORMA PROPOSED DATA wWiTH N A&STEP _ i CITY OF NASHUA i1y o - CITY OF NASHUA
12 MONTHS REQUESTS PROPOSED STPE:OP::OF;E:: E Fo!zgRE ;’;E Final Adjustmoent  Final Rate Ordor . "MARA. L CBFRR AFPROACH
12031103 ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS  FORMATEST DWW 10:0%0 DWIB0S0  ADJUSTHENT PER . REQUIREMENT
12/31/09 YEAR R S
Water Sales $ 807,133 § 126 S 607,259 S -~ 8 607,259 607,258 s 414,092
Other Operating Revenue 5,428 - 5,429 - 5,429 5,428 . 5,429
Total Revenues 612,562 126 612,688 - 612,688 612,688 - 418,521
Production Expenses 88,302 - 86,392 - 85,382 86,392 - 85,352
Transmission & Distribution Expenses 52,376 . 52,376 - 52,376 52376 52,376
Customer Acct & Collection Exp 18,853 - 19,953 - 19,953 19,953 19,953
Administrative & General Expense 61371 (1.364) 80,007 - 80,0607 60,007 . 0,007
Finai Rate Order Adjustments (1.524) (1.524) L
Inter Div Management Fee 160,026 (238) 159,788 - 159,788 158,788 - 128,424
Total Operating Expense 380,118 (1,602} 378,516 - 378,516 {1,524} 376,992 - - 346,628
Dep Exp/Acq Adj Expense 86.086 - 86.086 2,050 88.136 88,136 50,803
Amortization Expense:CIAC (24,148) - (24,148) - {24,146) (24,146 ST (24,148)
Amortization Expense: MARA . (16801 3 © ) -
Amortization Expense 4,458 - 4,458 - 4,458 4,458 OTE © 4,458
Property Taxes 81437 (8.225) 77,212 3.964 81,176 BLITE . o 81,176
income Tax 8,857 2,358 11,215 {2,382) 8833 i 8.833 - - (53.188) ¢j. . - {44,351}
Total Operating Deductions 156,691 {1,867) 154,824 3832 158,456 - 158.456 (87.5%9) 77.739
Net Operating Income $ 75753 $ 3,595 § 78,348 $ 35632 & 75716 $ 1,824 % . {§64,285) . - - {53,848}
Hotes:
{1} Pra Forma income Taxes calculaied as follows:
Ciy Bond Revenue Requirement 3 {193.167)
Reduced operating expenses and deductions $58.897
NOI proforma adiusiments before income taxes E) {132,271}
Income Taxes 39.61% S {53,188)

* Negative Incame Taxes will be offsel by taxes on additienat reyenues from revenue deficiency per Sthadusa A,

{2) Etiminxte Doprecason Exponses for Equity roteced assets bought aut by City
(3} Etirné Entre MARA Expenae

1o Equity-Related Assets Acquired by Coy

PAC @ 6.5%



PITTSFIELD AQUEBUCT COMPANY
Pro Forma Adjustments to Net Oparating Income
For The Twelve Moaths Ended December 31, 2003

Revenue
1 Torecogniza adustment of fixed annual cevenue
requirement to meel City Bond obligation.
Totwl City Bond
Bond loterest Rate

Proposed Settlement
Schedule 1
Attachmunt A
Nashua Acquisition

Pro Forma
Adjustments

Bond Period 30 ps

Cateulated pro rata for City Bond based on a
constant payment and a constant bond rate.
Caleulated as foliows:
PAC Pro Rata Share
Less: Rate Stabiization Reserve
PAC Pro Raw Share (Sch 3.4}

Yolai PAC Pro Rata Share for City Bond
Bond Intecest Rate
Bond Penod

Pro Rota Calculotion a3 follows:
PWWW & Sauttwooa Equity (8/33/2011)
PEU Equidy (812011}

PAC Equity {8/3112011)

: 7531
$ 64587250

$ 2s2512

50

§ 2522512

5.56%
2 ys

$193,167,50

B7.74%
10.60%
1.66%
106%

PWW & Scuthwood % CBFRR basex on pro rata equity B87.74%

PEU % CBFRR based on pro 113 equity 10.60%

PAC % CHFRR based on pro (ata equity 1.66%
100.00%

2 Management Fee

Alfocation from Corporale

Professional Rens & Secvices

D&Q Insurance

Aanual Report Cost

AudilorsiSEC Legal Expanse

Comp Govermance LegaiAST

Ditectors Faes 8 YiguCarp Sacy

EDGAR FilingfNASDAQ & Other

% Aliecation to PAC

Alrocation from PWW
Saladies

8onus

Bansfits

Meetings & Conventions
Senior Management Vehicle
% Aocation 1o Pac

Total Management Fee
3 Depreciation Expense

To eininale depreciation expanse for equity related assels
purchased with City Bond as parl of closing transaction §  (1.071,3t8)

atla composite depreciation rate of 2,57%, 2.57%

4 Amortization Expense
To provide for izati ol i) s 2522512 {Sch 1, AthA Pg 1) s 451,104
MARA based on rate and principal paymant 1.071.318 (Beh 4) 30
Year One Amartization Expense s 1,451,194 B.50H

3 tncome Taxes
To record income taxes as a result of pro forma s {134.271)

o

Note: “Nanagement feo aiDETIoN Bated 00 current parcontage atiesation.

i o income 38.61%

$133452.268
S 16,124,105
$ 2522512
$152.099,885

$ (132339}
(86.479)
(24,965)
(210,888)
{32,053)
(25.052)
74427,
1.80% =S (5B6203) § {10,552
5 (771.5%)
(28,500
{336,507}
(18,600)
1,000
1.80% = 5{1.156,203) § (20812

5__{31.354)
$ (27533

s 16,801

3 53,185)

PAC @6 5%

Re Cuy of Nashua A

of Penai 7

Dockes Na. DW 11-026
Exhibit BJH {2nd Supp)-3
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PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE
For The Thirteen Months Ended Deceraber 31, 2008

DW10-080, OCA 3+1

DW10-080, OCA 3-1

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

Exhibit BJH (2nd Supp)-3

Page 50f 7

Proposed Settioment
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

CBFRR APPROACH WINMARA.

12 MONTHS WITH COMBINED PRO o e :
PR OSeanATA " propogep  STEPINCREASE ooy 'U'srep  Final Adjustment  Final Rate Order ADSUSTMENTS .  NASHUA'..
EQUESTS PR FORMA FORPWWS PRO - S
ADJUSTMENTS ADSUSTMENTS ADJUSTMENTS INCREASE FORMA DW 10-0%0 oW 10.080 RATA SHAREOF - ACQUISITION,
12/31/09 TEST YEAR VA SEARE VR ADJUSTMENT:
Pro Forma . TMARA PR
Description Test Year N .
Plact 1n Service 3,845,825 § - % 3846625 S 114,526 § 3,981,351 B 3,961,351
Adjustment to Rate Base per Final Rate Order {7y (7). 3
Accum Deprec 1.026.132 1,036,132 2,050 1,038,182 1.038,182 1,038,182
Accum Deprec: Loss 114,504 114,504 - 114,504 114,504 -, 114,504
Accum Qeprec: COR 406 405 - 408 408 e N 406
$dunicipal Acquitition Reguiatory Asset (MARA) - - 1451194 1,451,194
Accum Amort MARA Adj - ' . -
CiaC 1,140.636 1.148,636 - 1,148,636 1,148,636 L 148,828
Amort of CIAC 256418 258.418 - 256.418 256,418 266418
203385 § - % 2033385 s 112476 § 2145861 § @ s 2145854 3 | 3,507,054
ADD: A RS
Working Cap 191,754 (61,125) 50,629 - 50,629 se829 . 48,782
Materials & Supplies 388 588 - 588 588 - 588
Prapayments 7797 7,797 - 7.797 7.797 : }’,797
Other & Oeferred Charges 3,505 - 3,505 - 3.505 3,505 3,505
123644 § 61.125) & 62519 § - 8 82519 3 s 62,518 S, 58,652
DEDUCT: -
Customer Advances - - - - - st
Cuslomer Deposits - - - - - Lo 8
Deferred income Tax 194,991 194,991 - 194,991 194,991 $194,991
1948681 S -5 194991 § - 8 194,991 8 - 8 194,991 L 194991
TOTAL Rate Base 1,962,038 S (61,125} s 1,900813 s 112476 S 2013283 S 7y S 2,043,382 3,450,715
DEDUCT: Equity Reiated Assefs - - B (2,522,512}
ADD: Rate Stabilization Cash Reserve - : L 2
Total Rate Base: 1962,038 § (61,125) 5§ 1,800913_S 112,476 S 2013389 S 7) s 2,013,382 . . 938,203

1. includes the elimination of MARA

PAC @ 6.5%



PITTSFIELD AQUEDUCT COMPANY

Pro Forma Adjustments to Rate Base
For The Twelve Months Ended December 31, 2009

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

2 EQUITY DEDUCTION
To deduct pro rala share of assetls 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)
reguiated utilities at closing.

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

{1} Pro Rata Calculation as follows:

Rate Base

PWW Rate Base (OW10-091, Per Final Order)
PEU Rate Base (12/31/2008)

PAC Rate Base {DW10-090), Per Final Order)

($31,364)
12.33%

$5,000,000
0.00% (1)

56,677,987
6,847,854
1,071,318 00%:

SRR O N

54567259 100.00%

PAC @ 6.5%

Proposed Setllement
Schedule 3
Attachment A
Nashua Acquisition

Pro Forma
Adjustments

$ (1.451,194)

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

Exhibit BJH {2nd Supp)-3

Page 6 of 7



Re; City of Nashua Acquiston of Peanichuck Corporaton
Occket No. OW 11-026
Extpd B4H 2nd Supp)-3
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. Proposed Settlement
Pittsfield Aqueduct Company, inc. Schedule 4
Overall Rate of Return Nashua Acquisition
For the Twelve Months Ended December 31, 2009 Pro Forma Adjustments
OW16-890 - NASHUA AGQUISITION - GBFRR s
R Cla el Weighted
Pro Forma Test e MARY Gomponent  Component. . - Average.
Capital Component Year Adjustment  Finat Rate Order . Adjustme Ratio-*:-.. - CostRate: - ' CostRate

Long-term Debt 776.850 776.850 . 5.28% 7.00%
Short-term Debt 255,038 255'033V 21172% Do 050% : = )
Prefered Stock - - L  5.00% . oloo% 'A .
Common Equity ; 1.071.318 ‘s ' 7_.1.9'%‘ 2
Overafl Rate of Retura 7§ 2103206 S EA05.006 5o e R
Original Filing
Proposed Adjustment

Nptes;

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 fo (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Refease, 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
utifity’s rates as set forth in the rate filing, plus (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula aliowed ROE would be 7.19%.

PAC @ 6.5%




Consolidated Rats Base

RATE of Return
income Required
Adjusted NCI
Deficiency

Tax Factor
Revenue Deficiency
Water Revenues

Proposed Revenue inc

Total Revenue

ADD: City Bond Fixed
Revenue Regulrement
{Schedule A, Attachment A}

Total City Revenue:

PENNICHUCK WATER WORKS, INC,
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Manths Ended December 31, 2008

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

Exhibit BJH (Rev 2nd Supp)-1

Page 1 of 9

Proposed Settlement
COMBINED INCREASE
Schedule A

911512011

City Bond Fixed Revenue Requirement
DW10-031 DW10.091, OCA 31 DW10-091, STAEE 3-13 , - {CBFRE) . L.
12 MONTHS WITH COMBINED PRO WITHOUT COMBINED PRO s GITY OF NASHUA o " 200
PROFORMA TROPOSEDDATA " ppoposen ST NCREASE  rormAsSTER  EMINENT  FoRmaaster PN gl Rate Order ADsusTMENTS 7Y CENASHUA
TESTYEAR 0 o enrs (1) ADWUSTMENTS  fhC Pre o INCREASE FORMA DOMAIN COSTS INCREASE FORMA mﬁo 021 DW 10-091 FORGBFRR. oo co
M 109 M restvEAR RECOVERY TEST YEAR - APPROACH - RECQUIREMEN
$ 97733480 § (433999) $  ©7,209481 § 3307877 100,607,368 §  (4.824.907) § 95,762,461 § (3562,467) $ 92,219,994 (49,7755965) 5 42,444,028
7.86% 0.08% 7.95% 7.95% 7.95% 0.03% 7.98% i1.95% T e0a%
s 7677233 § -8 7,733,642 ) 7,996,562 $ 7,613,064 $ 7,362,859 s 2563618
$ 531285 3 (52,593) § 5260266 $ (127.844) § 5132622 § 323751 5456373 § 166809 5  5623.182 (33.738,374) § 1,884,808
s 2384374 § -8 2473376 s 2,863,940 5 2,156,691 $ 1738677 O 678,811
60.38% 60.39% 60.39% 60.39% 60.39% , 60.30%
3915175 $ - s 4005672 $ 646736 $ 4742408 §  (1.171,138) § 3571272 5 (690,535) 5 2,880,737 $ . 1,124,045
24,116,426 § - $ 24,116,426 S -5 24,116,426 3 24,116,426 $ 24116426 - 15,082,611
16.23% 16,98% 2.68% 19.66% -4.86% 14.81% 2.86% 11.95% T ass%
§  2EgaE0 3 78,712,638 § 28,858,834 g 27,687 698 § mgerde. . . % 1é.zoé.b$a
, $9,034.414
S 25280471

1. Adjustments shown ave those required to adjust PWW's rate base and NOI to those approved in the DW10-091 Rate Order

PWW @ 5.7%



Proposest Sattlement
Pannichugk Water Works inc Behttule A
Pro Foomt ants to Revenua Requl Attachmont A
For The Tweive Wanths Endad Qecember 31, 2009 Hashax Acauisition
3B
glustonents
Ravenue
1 To reconnes adustment of foma ponual piueaue
requivemnnd ta neaet Gy Bond sbligatisn,
Tota! City Band
Hond Uiteresf Rido
Calepintod pro rato for City Bord based o 5
conseant payrrent and i coaston! bond rute,
Culcutstod s foliows:
PYAVY Pro Rata Share $133453.268 1)
Less Rt Stvbdizeton Reserve 35,503,000
PR Pre Rota 81iang 5028y 100.605
15T PV Fro Rats Shane of Rine Siabdsation Ressed
Lass: Sy Eminent Defaln Cow Recovery
Teint PWW Puo Rota St for CHFRIVMARA
©ang mtarest Rate
BongPadiod 35038414 14
Hulés:
{1) 7 Rata C 25 tatay
PV & Southaood Equity (83120113 {3}
PEU Equdy (8512017}
PAC Edquity U111} :
CLmERTES 005
PAW & Southwomt 5 CBFRR based on fxo fina equity BTTAE  TIBTALRAB
PEU% CBFRR D10 ot foo rata sty 0008 316,124,405
PAC S CBFRR based on pro st sipsty 1.66% 52522812
Tt ity Boat 10000% _ 152098888
12} Any ingomie e 05 v be oftsel by deduciians fot intreat eensa on Gy Sondy
s4d Desen S deprech axpensy céatod Wi ety rebaitd wxsels par Setdin g,
Anattmbat k, page 2.
Tetn! 1erest PRymien: o0 Ody Bond fyse eow) SBESHEES
PV Pro Raia Shave BETEH
PO Pros sy Intasest Benafd 57.605.828
13} Consistrof Equy 2% of 8312611 25 follows:
P § BRSANEI2
Sousivgod 2051485,
Yolaf

PYW 3 6.7%

Re: Cy of Nashut A

of Pw Conp

Docked do. OV 14.026

Exng B {Rov 20d Suppyd
Pagt 20l d



Waler Sales

Water Sales for Resale

COther Operating Reverue
Total Revenues

Production Expenses

Transmission & Distribution Expenses
Engineering Expense

Customer Acct & Collection Exp
Administrative & General Expense
Finat Rate Order Adjustments

inter Div Management Fee

Total Operating Expenss

Dap £xpiacy Ad] Expense
Amortization Expense:CIAC
Amortization Expense: MARA
Asmorfization Expense
Gain on DispiUtillty Property
Property Taxes
Payrolt Taxes
income Tax

Total Operating Deductions

Net Opersting Income

PENNICHUCK WATER WORKS, INC,
OPERATING INCOME STATEMENT
For The Tweive Months Endod Decomber 31, 2008

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

Exhibit BJH (Rev 2nd Supp)-1
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Proposed Settlement
Schedufe 1

Nashua Acguisition

Pro Forma Adjustments

815/2011
DW10.081, OCA 34 DW10-09%, STAFF 3413 LESS EMINENT DOMAIN CBERR APPROACH WIMARA
COMBINED B
COMBINED WITHOUT S CITYOF
PRO FORMA 12 PROPOSED DATA 7 ’:gg;ggsw'om INCROASE pro VESTYEARZ  EMINENT PROTORMAS  Finai Final Rate MASHUA CBFRR
MONTHS REQUESTS ADJUSTMENTS FORMA STEP PRO DOMAIN NeReasg  Adiustment Order APPROACH
12131103 ADJUSTMENTS 12039703 ADJUSTMENTS FORMA TEST COSTS FoRMa TEST DWW 10-091 DW 10-091 ~ REVENUE
YEAR RECOVERY YEAR REQUIREMENT
$ 24115426 $ - 8 24,116,426 $ - 8 24116426 $ 24,116,426 24,115,426 § 15,082,011
898 - 898 - 698 698 688 688
355,286 (1,339 363936 . 363,046 303,938 363,938 363,938
24,482,389 {1,330) 24,481,060 - 24,481,060 - 24,481,060 24,481,060 16,446,545
3,337,933 {35,485) 3,301 448 58,750 3,357,199 3,357,199 3357499 © 3,357,199
1,379,178 3214 1,375,965 - 1,375,985 1,375,965 1,375,965 1,375,965
574,304 - 574,394 - 574,394 574,394 574,304 574,394
434,974 . 434974 - 434,974 434,974 434,974 - 434,974
6,142,486 (42,904 6,089,583 - 6,099,583 6,009,583 6,099,583 4,973,858
{166,809) (166,800} (166,809)
(1,476,315) 7,961 {1,468,354) - (1.468,354) (1.488,354) (1,468,354) (1,603,339
10,392,652 (74,642) 10,318,010 55,750 10,373,760 - 10,373,760 (166.,809) 10,206,951 - " 8948382
4,070,540 {7.888) 4,062,652 80,768 4,143,420 4,143,420 4143420 - " 2614045
{480,355) - (480,385) - {480,385} - (480,385) {480,385} - {480,385)
495,885 {1.696) 494,189 - 494,189 (536,100) (41,811) 41911 - ‘  (#$1,911)
2,674,109 160,984 2,844,093 74,847 2,918,340 2,918,940 2,918,940 | 29188420
520,118 N 520,118 - 520,118 520,118 520118 - e ABBOT4
_ 1495612 (34.495) 1,482,117 (83,722 1,378,385 212,349 1580744 1,580,744 _(861,267)
8,776,879 125,905 8,902,784 71,893 8,974,678 (323,75%) 8,650,927 - 8,650,927 . T 4615488
5,312,859 (52,593) 5,260,266 (127,644) 5,182,622 323251 BATEAT3 186,809 5,623,182 1484808
Notes:
{1} Pt Foans Incame Taxas calulated as follows:
“Tota pro forma reduction in operating oxpensas 2884029
Total Proforma Ravenus decrease 39,034,414
Total Proforrna NO! before Income lax {8,190.,536)
3361% (2452212) »

“Megative income Taxes vzl be offset by taxes on additional revanues trom revenue deficiency per Schedu A,

@) Amortization Expease associated with Gity Eminent Domain Cost Recovery over 30 years
{3) Efiminate Depresiation Expanses for Equity related assets bought by City
{4) Emninate Entre MARA Amarlization Expense Attribulabie (o Equily-Relxed Assats Acquired by City

PWW @ 5.7%




Far Sy of Nashu Ancirisition of 3, C
Dockot Mb. DW 11005
Exti BJH (Rev 2nd Suppi-1

Pagrdoft
Proposed Settisatent
Peantchuck Waler Works In¢ Schadule 1
Pro Forma Adjustcaents to Het Operating income Axtachenert A
For Tho Twetve Months Ended Decentbuor 31, 2009 Pano 1
Naghua Acquisitlon
Wi5i201¢
CBFRR CBFRR
ProForma Pro Fotmk
Revenuve
To tacanoine adjurne:s of Suod annyd) reesnes
requiremant to most Sity Bond atXigavon.
Tobx City Bend
Bond ftoerest Rt
Bond Period B
Caautaled pro g for €3y Bovsd based oG 2
consant paymont snd acgnslant beng rate.
Cafeutated 35 follows:
PYWW Pm Rat Sham 5133452208
Less: Rate Stabilastion Resars $5.000,000
PNV Pro Rass Share e sy 100005
Less PR Fo Raia Stane of Rice Staltizatian Restrve
L iy Embrent Damin Cosg Recoreyy
Tota! W Pi Hals Shas by CEFRRMARA
Bond [ Aile
B Paricd 35038418
Pro Raty Calculatinn As fesmvs:
PN & Sradfmead Eqisty (B31200 %)
PEL Equiry (B3H2D11)
PAC Esadly {89312019)
PYIW & Souttwkd % CEFRR bosed an (70 1243 eQUily £T T S133 453,268
PEU % CBFAR baset an pro (vin equisy MES $15124.108
PAC % CEFRA basethsh po miQ £quiy 1E% S0 8512
TonCayBons T (000N BER0MS
Adminizirative ang Generl
Acnln § iR
Offizars TR0
ity Appréeed TEG 5 N 3 {33,608y
&‘,‘!@g'
Adrin 5 G209
Gificers s £33,500)
Ry Azpoiied CES $ 5,060 3 26508
Reduslers  CEO
Pension s {153000) 5 8118 §
203K $ 24804 S Bg0 S
Hngeat § (@ s s g
Dents £ ’NND S g1 $
Siousp LifeTisanility $ {3559 S &1 8
Officers Life s ¢amn) s 3§
Long Term Cace s AW & 1438 S 4.5
Payroit Tanes $ (356200 S 136 5 (54049
TeaningEducovoost Bommors § 7457 8 - 8 . arnsie s (336,500
Heptms ALomaEee 5 {19.6%0)
Srye bty Yenida ¥ 01:90%
Hembarshins, P 2. .0}
Fotof Abmizstuts ane Senpem) TR
(453 Payrot Yoes I -
Tolat Admintctmtive and Genrral P 3N

W @ 5.5




Pennichuck Water Works Inc
Fro Forma Adjustments to Net G ting mcome
For The Twelve Months Ended December 31, 2608

Management Fee
Allocation from Gorporate
Profassional Fees & Services
D&O Insurance
Annual Report Cost
Auditors/SEC Legal Expense
Corp Gavemance Legal/AST
Directors Fees & Mtgs/Corp Secy
EDGAR Filing/NASDAQ & Other
% to PWW F480% *

Allocation 1o Affiiates
Salaries
Bonus
Benefits
Meetings & Conventions
Senior Management Vehicle
% to Affiliates 26.850% *

Total Management Fee

Note:
*Management fee allocation based on current percertage allocation.

Deprociation Expense
To efmi depreciation exp for equity related assets
purchased with City Bond as part of the closing transaction
at a composite depreciation rate of 2.8%.

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

Amortization Expense
To provige for amortization expanse attibutable to
MARA based on rate and principal payment e 54.520.53
Year One Amoriization Bxpense §73,832,736

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

FINAL RATE ORDER NO! ADJUSTMENTS
To record final adjustments to Net Operating icome
as approved in Rate Ordar DW10-081

(182,339
(86,478)
(24,565)

{210,848}
(32.053)
§25,852)
THATE

{771,596)
(28.500)
{335,507}
(10,600}

1,000
(1,156,203}

Proposed Setlement
Schedule
Attachment A

Page 2

MNashua Acquisition
815712011

Pro Forma
Adiustments

$ {438,086}

3 304,081

$ {134,985)

$ 23375

$128453,268 (Sch 1, AthA Pg 1)  §73,832736
54.520.532 (Sch 4} 30

5.70%

$984,361

PANW @ 5.7%

$ (2452012

$ (166.809)

Re: Chy of Nashua Acqulsition of Pennichuck Corporation
Docket No. DW 11-026

Exhibit BJH (Rev 2nd Supp)}1

Page 5 of 8



PENNICHUCK WATER WORKS,INC.

Re: City of Nashus Acquisition of Pennichuck Corporation

Docket No. DW 11-026
Exhibit BJH (Rev 2nd Supp)-1
PageBofg

Proposed Softlomont
Schedule 3

COMPUTATION OF RATE BASE Nashua Acquisition
For The Th Months Emnded I ber 31, 2008 Pro Farma Adjustments
8ftEi2011
DW10-091, OCA 31 DW10-091, STAFF 3-13 LESS EMINENT DOMAIN CBFRR APPROACH WIMARA
COMBINED COMBINED PRO ey . ey BB,
proPoSEDDATA ZNCNTHSWITH  srem morease  TESTvEARS A OMT  FORMA STEP Final F"g‘;’:?‘” ADJUSTMENTS .
REQUESTS ADJUSTMENTS PRO FORMA BYEP PRO DOMAIN COSTS INGREASE Adjustmont DW 10-09% & FOR PWW'S PRO o .
ADJUSTMENTS ADJUSTMENTS  FORMA TEST FORMATEST bW 10.0%1 RATASHARE OF -
Pro Forma 12131/08 YEAR RECQVERY YEAR Southweod MARA R
Description Tost Yesr Y .
Plant in Service 153667.293 42138 1538047 3,904,456 157,170,563 157,170,503 157,970,503 157,178,508
Adjustment to Rate Base per Final Rate Order (3,582,487} (3.562,467) . (3.562.467)
Accum Deprec 38,260,317 {7.888) 38,252,429 {38.477) 38,215,852 38,215,952 38,215,952 - 38,215,952
Accum Deprec: Loss 4,050,376 - 4,050,376 2277 4,052,653 4,052,653 4052653 4,052,853
Accum Deprac: COR 1,708,176 - 1,708,176 185,793 1.893.969 1,893,969 1893869 - 1,392,969
Theoretical Reserve 882,900 - 882,900 - £82.900 £82,900 882,800 852,500
Acquistion Adjustment 844,505 - 844,905 - 844,805 844,805 844,805
Actum Amort Acq Adj 266,522 - 296,522 - 298,522 208,522 296,522 Tl
Municipat Acquiston Regulatory Asset (MARA) - - - - - - - N - 73832728 "
Accumn Amort MARA Adj . . - - . - - - - . L -
GtaC 25,898,154 - 26,899,154 - 26,898,154 26,808,154 26,098,154 ) " 28898154
Amort ot CIAC 4037526 - 4,037,526 - 4,037,528 4,037,526 4037528 - . 4.037,5828
98,659,417 (413,358) 98,246,059 4,128,003 102,375,062 . 102,375,062 (3,562,467) 8,812,595
ADD:
Working Cap 1,286.371 {8,203) 1,287,168 8,874 1,294,042 1.234.042 1,294,042
Materials & Suppiies 825,124 . 825,124 - 825124 825,124 825,124 .
Prepaid Exprenses 391,159 - 331,155 - 381,158 391,159 391,159
Prepaid Property Taxes 55,545 - 55,545 - 55545 §5,545 55,845
Prepaid Income Taxes - - - - - - -
Cther & Deferred Charges 12,529,973, {11.438) 12,518,535 - 12,518,536 {8.824,8CT) 7,683,628 7693628
15,098,172 {20,841} 16,077.531 6874 15,084,405 {4.824,907) 10,259,497 10,259,497 -
DEDUCT: - - -
Customer Advances 84,000 - 84,000 - 84,000 64,000 84,000
Customer deposits & otner 138,756 - 138,756 - 138,756 138,756 138,756
Deferred income Tax 12,920,917 - 12,620,917 - 12,920,917 12,920,917 12820917
Deferred Tax Linbiity 855,191 - 855,191 - 855191 855,191 855,191
Unamort STC 784,440 - 784,440 - 784,440 784,440 784,440
Deferred Rental Credits 105,550 - 165,550 828,000 833,550 933,550 $33,550
Unfunded FAS 105 and 158 Costs e 1,188,245 - 1, 135245 - 1,135,248 1,335,245 1,135,245
16,024 609 - 16,024 099 8280 16,852.099 - 16552099 16,852,099 - 46 657 R
TOTAL Rate Base 37,733,490 1433,989) 97,299,491 3,307,877 100,807,368 {4,824 907} 95 782 A61 {3,562 457) 92,219,994 73,832,736 . 465,897,296
DEDUCT: Equity Related Assets + MARA - {128,453,268)
ADD: City Eminent Domain Cost Recovery B -
ADD: Rate Stabitization Ciish Reserve . " 506,
Tofa! Baiu Bage 9}’!7§§4§0 {433&9_‘32 87 @.‘31 ; 3,307,877 100,607,368 H,&A@B‘!) 95578;451 !‘3,682 4671 szgisﬁ,s 9‘ 13 BIZT38 "22'!644!928

1. Includes the elimination of MARA

PWW@57%




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

GCASH WORKING CAPITAL
To reduce working capital as a resuit of O8M Expenses
Pro Forma Adjustments (Schedule 1).

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

To deduct all equity value associated with MARA
Total Equity Deduction
RATE STABILIZATION CASH RESERVE
To establish a rate stabilization reserve for the three (3)

regulated utilities at closing.

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

{1} Pro Rats Calculation as follows:

Rate Base

PWW (DW10-081, Per Final Order)
PEU (as of 12/31120009)

PAC (DW10-081, Per Final Order)}

DEFERRED DEBITS

“ &

$

(1,260,610)
12.33%

$5,000,000 (1)
100.00%

56,677,987 |
5,847,954
1,071,318 |

$64,597,259

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

FINAL RATE ORDER NO! ADJUSTMENTS
To record final adjustments to Rate Base
as approved in Rate Order DW10-081

PWW @ 5.7%

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

Exhibit BJH (Rev 2nd Supp)-1

Page 7 of 8

Proposed Settlement
Schedule 3
Attachment A
Nashua Acquisition
91512011

.. . GBFRR
Final Adjustment Wl MARA

' .- PréForma
DW10-03 | Adiustmerits

T {155433)

 (73,832,736)

T {i38,453.558)

5,000,000

S (3.562467)



Re: City of Nashus Acquisition of Pennichuck Corporation
Docket No. DW 11-026
Exhibit BJH (Rev 2nd Supp)1

Page B of 8
Proposed Settlement
Ponnichuck Water Works, Inc. Schedule 4
Ovarall Rate of Return Pro Forma Adjustments
8/1512011
For the Twelve Months Ended December 31, 2009
NASHUA ACQUISITION - CBFRR .
DW10-091, OCA 3-1 o B A ‘Component. — ‘Waighted
Filed Final Rate - MARJ RSF - - CBFRR. . " -~ Adjusted - - Component . Cost .. :  Average
Capital Component Amount Adjustment Order - Adfustment ;- Adiustment  Adjustment . ‘Amiount - Ratio. ~. . Rate’ - . CostRafe
Long-term Debt $ 51,855,007 $ (2301,100) § 49,653,907 - ' L L fo000%  C 6.04% . 6.04%
Short-term Debt . . 000% .- 0.00%

Preferred Stock - -

Common Equity

Overall Rate of Return $ 106,475,539

E oinkif}{;;' o @iib’a%

$ 54620532 "s"’fs,ssz,_?s g .'(1'28.455;;6.8')“:1 | U oo 710% 2
‘s (2,301,100} $ 104,174,439 $73832738 $ :(128;455;:123‘55')‘-. ,..‘s-'.&g,'ss&s','sbi.‘;. 10000 B &OM
) Final Rate Order - DW10-091 7.98%

Notes:

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

2 The compenent 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 propased effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (i) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.18%.

PWW @ §.7%

CBFRR Pro Forma Adjustment __-1.95%



Re: City of Nashua Acquisition of Pennichuck Carporation
Docket No. DW 11-026
Exhibit BJH (Rev 2nd Supp)-1

Page 9of 9
Pennichuck Water Works Inc Schedule 4
Proposed Adjustments to Rate of Return Attachment A
For The Twelve Months Ended December 314, 2009 Pro Forma Adjustments
Outstanding Debt All In Annual Funded
Funded Cost Effectve Rate
Original Filing $ 51,855,007 $ 3,077,604 5.84%
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%




Consolidated Rate Base

RATE of Retumn

Income Required
Adjusted NO}
Deficiency

Tax Factor
Revenue Deficiency
Water Revenues (2)

Proposed Revenue inc

Total Revenue

PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2008

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

. Clty Bond Fixed Reveriue Requirement

COMBINED PRO

PRO FORMA e o 8 GITY OF NASHUA
TESTYEAR ADJUSTMENTS ' RO FORMATEST “cromatest =~ ADJUSTMENTS: . 70 i enuE
1)(2) YEAR YEAR . FORCBFRR: . -
) . APPROACH
$ 18937424 $ (4.646,514) § 14290910 $ 14290910 $°
7.60% 7.60% 7.60%"
$ 1439244 $ 1,086,109 $ 1,086,109 .
$ 911114 $  (177.830) $ 733,284 § 733,284 - §
$ 528130 $ 352,825 § 362,825 -
60.39% 60.39% 60.39% _
$ 874532 $ 584244 § 584,244 ° £ 86,213
$ 5944734 §  (295242) $ 5,649,402 5,649,492
14.71% 10.34% 10.34% -
3 5,233,736 § 6,233,736

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

ADD: NC Capitat Surcharge Revenue

Total Revenue:

Notes:

(1) Eliminate Capital Recovery Surcharge Assets and related revenues and depreciation expense.
(2) Water Revenues are reflected without Capital Surcharge Revenuves

$ 295,242 -

§ 6525978 6,030,047

PEU @ 5.7%



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

1 Revenue
To recognize 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.

Calculated as folfows:
PEU Pro Rata Share $ 16,124,105 (1)
Less: Rate Stabilization Reserve
PEU Pro Rata Share {Sch 3, Attach A)
$ -

Total PEU Pro Rata Share for City Bond $ 16,124,105

Bond Interest Rate 5.70%
Bond Period 30 yrs

Notes:
_{1} Pro Rata Calculation as follows:

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

Exhibit BJH {(2nd Supp)-2

Page 2 of 7

Proposed Settlement
Schedule A
Attachment A

Nashua Acquisition
911572011

Pro Forma
Adjustments

$1,134,045 (2)

PWW & Southwood Equity (8/31/2011) 87.74%
PEU Equity (8/31/2011) 10.60%
PAC Equity (8/31/2011) 1.66%
$ 64,597,259 100.00%
PWW & Southwood % CBFRR based on pro rata equity 87.74% $ 133,453,268
PEU % CBFRR based on pro rata equity 10.60% $ 16,124,105
PAC % CBFRR based on pro rata equity 166% $ 2,522,512
100.00% $ 152,098,885

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds

calculated below and depreciation expense associated with equity related assets per Schedule 1,

Attachment A, page 2.

Total Interest Payment on City Bond (year one) $8,669,693
PEU Pro Rala Share 10.60%
PEU Pro Rata Interest Benefit $ 919,074

PEU @ 5.7%



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

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

Exhibit 8JH (2nd Supp)-2

Page3of7

Proposed Settlement
Schedule 1

Nashua Acquisition

Pro Forma Adjustments

/1512011
- CBFRR APPROACH W/MARA
PENNICHUCK CITYOF'NASHUA . -~ CITY.OF NASHUA
Account ol Y North Count ProForma  COMBINED ADJUSTMENTS, - . CBFRR APPROACH
Number N e YWY Adjustments (1) TEST YEAR . FOR CBFRR’ . REVENUE
N REQUIREMENT

Waler Sales 461 8 462 3 50056568 S 889,078 3 (295242) $ 5,648.492 4,518,447

Other Operating Revenue 471 32,269 8,691 40,860 .. i N . 40,950

Total Revenues 5,037,925 947,769 {285,242} 5,680,452 C{1,134,048) - 4,556,407

Production Expenses 601 to 652 1,137,272 221,083 1,358,356 ‘1,358.356

66010 678 & .

Transmission & Distribution Expense §26.1 329,977 160,100 490,077 480,077

Customer Acct & Collection Exp 902 to 804 140,501 41,563 182,084 182,064

Administrative & General Expense 920 to 950 96,772 26,749 123,521 - 12352

Inter Div Management Fee 930 1,261,843 292,644 1.554.487 4,297,751
Totat Operating Expense 2,966,366 742,139 - 3,708,505 3,451,769
Depreciation Exp/Acq Adj (Credit) 403/406 579,015 122,593 (111,7¢1) 589,817 . 439847
Amortization Expense: CIAC 405 (157,454) (11,864) 382 (168,938) (168,936)
Amortization Expense: MARA T
Amortization Expense 407 58,728 8,776 (6,003) 59,501 59,501
Amort Utility Plant Adj 408 - - BT
Taxes Other Than income Tax 408.1 467,122 76,384 543,506 v 543;5@6
Income Tax 408 to 410 305,688 (80,813) 224775 ©163,324)
Total Operating Deductions $ 1,253,099 S 142,976 3 (117,412} $ 1,248,663 810'5?4

Net Operating Income $ 818,480 S 92654 $ {177,830} § 733,284

Rotes:

(3) Eliminates the depreciation and amortizazon expense associated with North Country Capital Recovery Surcharge.
{2) Pro Forma income Taxes calculated as folmvs:

City Bond Revenue Requiremer S {1.134.045)
Reduced operating expenses and daductions S 406,706
NOI proforma adjustments bafore income taxes S {727,339)
income Taxes 30614 § (288,089) *

“Negative Income Taxes will be offset by taxes on addsional revenhes from revenue deficiency per Schedizz A,
{3) Eliminate Depreciation Expenses for Equity related assets bought out by Ciy

{4} Ezninate Entire MARA A

A 10 Equity-Relaled Assets Acquired by CRy

PEU @ 5.7%




Re: City of Nashua i af Penni Corp
Duckel No, DW 11026
Exhitit BIH {200 Supp)-2
Page4of7

Proposed Settlement
PENNICHUCK EAST UTILITY, INC.

Sehedula
Pra Forma Adjustments to Ned Operating Income Attachment &
For The Twelve Months Ended December 37, 2009 Nashua Aequisition
SASR01Y
Pro Forma
Adjustments
1 Revenue
Ta recognize adiusiment of fixed annual revenue
fequirament to meet City Bond adligation,
Tota! City Bond
Bond Intefest Rale
Bood Period
Calculated pro rata for City Bond based on a
constant payroent and A constont bond rate,
Calculated as follows:
PEU Pro Rato Share 5 18,124,108
Less; Rate Stabllization Reserve
PEU Pro Rata Share (Seh 3, Atach A} 0%
5 -
Totsf PEU Pro Rata Share for City Bond 5 16124008
Bond inferesi Rate 5.70%
Bond Perios 30y
$ 1434045
Pro Rota Colculation as follows:
PWW & Southwood Equity (83172011)
PEU Equity (8212011}
PAC Equily (8/31/2011)
PWW & Southwood % CBFRR based on pro rala equity 87.74% S 133,453,268
PEU % CBFRR based on pro rate equily 160%  § 15,124,105
PAC % CBFRR based on pro rata equity 166% § 2522512
100.00%  §152.093.88%
2 Management Fee
Alosation from Corporate
Professional Feas & Services {132,339)
DEQ Insurance {85.479)
Annual Repott Cost (24.96%)
AuditorsISEG Legal Expense {210,888)
Corp Governance LegalAST (32,053}
Directors Faes & Migs/Corp Secy {25,052)
EDGAR FANGINASDAQ & Other 74,42 s
% Adlocation to PEU 15.00% ~_§  [586,203) 3 {67.930)
Alfocalion from PWYW
Salaries {771,598)
Bonus 128,500}
Benefits {336,507}
Mectings & Conventons (19.600)
Seaior Management Vehicle (1.000)
% Afiocation to PEU 14.60% < (1,156,203} "3 {168.806)
I U@snn
3 Amortization Expense
Tao provide for amorlization expense atlnhufable to S 16,124,105 (Scn i, AMA) § ©,276,15Y
MARA based on rate and pri > B§847.954 1Scha) 0
‘Year One Amortization Expense S 3275,151 5.70% 3123572
4 Daprecistion Expense
To afiminate depreciation expense for equity telated
ausels purchased with City bond as part of the closing BRY,
ion at a ite depreciation rales of 2.19%. 2.13% S 148870
5 income Taxes
Yo record incomne taxes as a resull of pro torma S {727.339)
i & income {31y 3951% $ (288,039}
Note:

“Managoment foo sllocation bosod On SUNOnt parcontag afisoation,

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

PENNICHUCK EAST UTILITY, INC. Schedule 3
COMPUTATION OF RATE BASE Nashua Acquisition
For The Twelve Months Ended December 31, 200 Pro Fosra Adjustments
9/1512011
. CBFRR APPROACH WIMARA
PENNICHUCK Pro Forma
EASTUTLITY,  North County Adustments COMBINED TEST - RO FORNA NASHUA
Description P
Plant in Service $ 38774582 $ 5705892 $ (4,550,908) $ 39,829,575 % 39,929,575
Accum Deprec 7,781,193 294,504 (271,782) 7,803,915 i 7,803,918
Accum Deprec; Loss 827 493 192.860 (272,509) 847 844 847,044
Accum Deprec: COR 30,401 87,138 117,539 . 117,532
Acquisition Adjustment 10,468,179 10,468,179 - 10,468,179
Accum Amort Acg Adj 2,487,151 2,487,151 C 2,487,151
Municipal Acquisition Regulatory Asset (MARA) 9,275,151
Accurn Amort MARA Adj L
CIAC 8,807,342 32,770 {14,096) 8,826,016
Amort of CIAC 875,827 12,193 (423) 887,597
16,038,740 5,670,916 (4,537,960) 17.171.696
ADD;
Working Cap 365,753 91,506 457 259
Materials & Supplies - 925 925
Prepayments 90,684 10,403 101,087
Other & Deferred Charges 512,492 117.688 {108,554) 521,626
968,928 220,522 (108,554) 1,080,896
DEDUCT:
Customer Advances - -
Customer Deposits 2,063 2 2,065
Deferred Income Tax 3,288,402 585,642 3,874,044
Deferred Gain on Loans 85,574 - 85574 -
3,376,039 585,644 3,861,683 -
TOTAL Rate Base $ 13,631,630 § 5305794 $ (4,646,514) % 14,290,810
DEDUCT: Equity Related Assets o ' _ _
ADD: Rate Stabilization Cash Reserve l» R e
TOTAL Rate Base $ 13,631,630 $ 5,305,784 $ (4,646,514) % 14,280,910 - & s 7,411,300

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

{2} Includes Efimination of MARA

PEU @ 5.7%




PENNICHUCK EAST UTILITY, INC.
Pro Forma Adjustments to Rate Base
For the Twelve Months Ended December 31, 2008

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 1o be purchased by City Bonds at
closing.

To deduct all equity associated with MARA

Total Equity Deduction

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

Less: Rate Stabilization Reserve
PEU Pro Rata Share

Total PEU Pro Rata Share for City Bond

(1) Pro Rata Calcualtion as follows:
Rate Base

PWW & Southwood Equity (8/31/2011)

PEU Equity (8/31/2011)

PAC Equity (8/31/2011)

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

Page 6 of 7
Proposed Settlement
Schedule 3
Attachment A
Nashua Acquisition
aMs/2011
Pro Formaa:
Adjustments.
(256,736) e
12.33% $ . (31,856)
$ 0 (9,276,151)
(6 124105]
$ 5,000,000
0.00%
$ 56,677,987 .
$ 6,847,954
$ 1,071,318 :
$ 64,597,259 100.00%

PEU @5.7%




Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No, DW 11026

Exhibit BJH (2nd Supp)-2
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Proposed Settiement
PENNICHUCK EAST UTILITY, INC.

Schedule 4
Overall Rate of Return Nashua Acquisition
For the Twelve Months Ended December 31, 2009 Proposed Adjustments
9/1512011
NASHUA ACQUISITION - CBFRR. .

B o B v Lol hhs el ol T - Weighted

Pro Forma Test, . ."Component. - Component, - - - Average

Capital Component Year Ratio:. - ..~ 'CostRate ' ‘.- CostRate
Long-term Debt $7,856,201 - 467%

Short-term Debt

T 0.00%

Preferred Stock L 0.00%
Common Equity . 0.00%
Overall Rate of Return  $ AT %
Authorized ROR 7.80%

Proposed Adjustment

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
shall be equal 1o (i) the most recent 12-month average of thirly-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(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 (i} 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formuia allowed ROE would be 7.19%.

PEU@5.7%




Consolidated Rate Base

RATE of Retum
Income Required
Adjusted NOI
Deficiency

Tax Factor
Revenue Deficiency
Water Revenues

Proposed Revenue Inc

Total Revenue

Total Revenue:

PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY
For The Twelve Months Ended December 31, 2009

DW10-630, OCA 3-1 DW10-090, STAFF 3-8

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

Exhibit BJH (2nd Supp)-3

Page 1 0f 7

Proposed Settlement

COMBINED INCREASE
Scheduie A

11512011

City Bond Fixed Revenue Requirement

PROPOSED DATA  1* ':’volfg“s STEPINCREASE COMBINEDPRO .. = _ . Gy
TESTYEAR ADJUSTHENTS L PROPOSED i e romma Adustment  Order  ADIUSTUENT
ADJUSTMENTS DW 10-090 DW 10-000 .- oK CBFRRY
M 1213309 m TEST YEAR " APPROACH ™
S 1.962.038 5 (61125 5 1800913 § 112476 & 2,013,389 § @) S 2.013.382 . ¢ (s1.075,185) " C T 3038196
7.60% 7.60% 7.60% 760% . . . 2200 .  539%
$ 149,023 S 144,380 $ 152,923 s 12922 . - '5_&)1601
$ 75753 S 3595 S 79348 $ (3.632) S 757186 S 1524 5 77.240 ‘(s'%'i;sjs): “$55
73,270 s 66,032 s 77.207 s 7sse2 Ll
60.39% 60.39% 60.39% 60.39%
s 121,328 $ 107686 $ 20161 § 127,847 § (2525 S 125322 .
$ 607,133 S 126 §  807.259 - s 807,259 § 607259
19.98% 17.73% 3.32% 21.05% 0.42% 20.63%. © . 12.25%
S 728461 5 714945 s 735,108 s 732,581 504,250
ADD: City Bond Fixed Revenue Requirement {Schedule A, Attach A) $':!77}414
T§ T tetena

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

PAC @ 5.7%
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Proposed Settlement

PITTSFIELD AQUEDUCT COMPANY Schedule A

Pro Forma Adjustments to Net Operating income Attachment A
For The Tweive Months Ended December 31, 2009 Nashua Acguisition
811512011

Pro Forma
Adjustments
Revenue
1 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.
Calcutated as follows:

PAC Pro Rata Share $ 2,522,512
Less: Rate Stabifization Reserve
PAC Pro Rata Share (Sch 3,Attach A)

$0

Total PAC Pro Rata Share for City Bond $ 2,522,512
Bond Interest Rate 5.70%
Bond Period 30 ws $177,414_(2)
Notes:
{1) Pro Rata Calcuiation as follows:
PWW & Southweod Equity (8/31/2011) 87.74%
PEU Equity (8/31/2011) 10.60%
PAC Equity {8/31/2011) 3% 1.66%

S 64597259 100.00%
PWW & Southwood % CBFRR based on pro rata equity 87.74% $ 133,453,268
PEU % CBFRR based on pro rata equity 10.60% $ 16,124,105
PAC % CBFRR based on pro rata equity 166% $ 2,522,512

100.00% S 152,099,865

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

Total Interest Payment on City Bond (year one) $8,669,683
PAC Pro Rata Share 1.66%
PAC Pro Rata Interest Benefit $143,783

PAC @ 5.7%
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QPERATING INCOME STATEMENT
For The Twaolve Months Endod Docombor 31, 2009

Re: City of Nashua Acquistion of Pennichuck Corporation
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Proposed Sottiomont
Schoduto 1

Nashua Acquisition

Pro Forma Adjustmeonts

81512011
DW10-090, OCA 3-1 DW10-030, OCA 3-1 CBFRR APPROACH WIMARA,
12 MONTHS COMBINED PRO e s T T
PRO FORMA ~PROPOSED DATA WITH STEP INGREASE FORMAZSTEP |\ 0 o sl Reto Ordor - nnn U% . GITY OF NASHUA CaPA AP s
12MONTHS ~ REQUESTS PROPOSED  PRO FORMA INCREASE T e DWi0080 ADIUSTiRT Per ADJUSTMENTS FO A oy RO,
12/33/09 ADJUSTMENTS ADJUSTMENTS  ADJUSTMENTS FORMA TEST A ; £ ; :
12131708 YEAR S

Water Sales S 607133 s 126 s 607259 S -s 607,259 s 607,259 - BRI S " 426,845
Other Operating Revenue 5,429 - 5,429 - 5,429 5429 - Sl e 5,429

Total Revenues 612,562 126 612,688 - 612,688 672,688 - -l (17T 418y . 435274
Production Expenses 88,262 - 88,392 - 86,392 86392 ; " U s 86,392
Transmission 8 Distribution Expenses 52.376 - 52,376 - 52,376 52,376 - 52,376
Customer Acct & Cotllection Exp 19,953 - 19.953 - 18,853 19,953 19,853
Administrative & General Expense 61,371 (1,364) 60,007 - 60,007 60,007 60,007
Finat Rate Order Adjustments (1.524) (1.524) D -
Inter Div Management Fee 160,026 (238) 159,786 - 159,786 159,788 - - (31.364) ; | 128,424

Total Operating Expense 389,118 {1.602) 378,516 - 378.516 (1,524) 376,992 - {34.364). 345,628
Dep Exp/acq Adj Expense 86,086 - 86,085 2.050 88,136 88,136 . . 'r_sn;so:s
Amorfization Expense:CIAC (24.148) - (24,148) - (24,1486) (24,148) (24,148)
Amortization Expense: MARA S -
Amortization Expense 4,458 - 4,458 - 4,458 4,458 L. 4,458
Property Taxes 81,437 (4.225) 77,212 3.964 81,176 81,176 81,176
income Tax 8,857 2,358 11,215 (2,382) 6,833 8,833 (38,111)

Total Operating Deductions 156,691 (1.867) 154,824 3,632 158,456 - 158,458 83.979

Net Operating Incoms $ 75,783 $ 3,595 $ 79,348 3 (3,632) & 75716 S 1,524 § 77,240 §. - $5,668

Notes:
{1} Pro Forma income Taxes calculated as follows:
City Bond Revenue Requirement S {177 .414)
R perating andc $58,897
NO{ proforma adjustments before income taxes S {118,517)
fncome Taxes 3961% S {46,945) *
~ Negative Income Taxes will be offset by taxes on o T from iency per A,

@ Exminate Deprociation Expensas flor Equity relafed assets bought out by City

[ Eatire MARA

Expanse

o Equity-Reiated Assets Acgulred by Cry

PAC @ 5.7%




PITTSFIELD AQUEDUCT COMPANY
Pro Farma Adjustments to Net Opersting income
For The Twelve Months Ended December 31, 2009

Revenue
1 Torecognize adustent of fixed annval cavenue
requiroment to meet City Bond odligation,
‘Tofal City Bond
Band Interest Rate
Bond Pecied
Calculted pro rata for City Bond based ona
constant payment and g constant bond rate.
Calculatod as follows:!
PAC Pro Rala Share
Less: Rate Stabfization Reserve
PAC Pro Rala Share {Sch 3 A)

Totat PAC Pre Rata Share for City Bond
Bond Interest Rate
Bond Period

Pro Rats Calculatlop as ol
PWW & Southwood Equity (
PEU Equiy (87312011}
PAC Equizy (8/31/2011})

PWW & Southwood % CBFRR based on pro rata equity
PEU % CBFRR bused on pro rala equily
PAC % CBFRR based on pro rals equty

2 Management Fee
Adocation irom Corporala
Professional Fees & Services
D8O insurance
Annual Report Cost
Auditors/SEC Legnl Exponse
Corp Governance Legal/AST
Oirsclors Fees & Mgs/Comp Secy
EDGAR Fifing/NASDAQ 8 Other
% Aliocation to PAC

Allocation from PWW
Sataries

Bonus

Benefits

Meetings & Conventions
Senior Managemaent Vehicle
% Allocstion to Pac

Totat Management Fee
3 Depreciation Expense
To ehmuoate depreciaticn expeanss for equity relaled assets
purchased wiih Ciiy Bond as pard of zlosing kansagusn
at a composie depreciaton rate of 2.57%.

4 Amortization Expense

$ 25512

$ 5000000

0%

ROS—- 1
S 2522512
5.70%

30

8r.74%
$0.60%

C? 2 1.66%
S 84,597,259 100%

87.74% $133.453,268
1060% § 16,124,108
1.66% S 2,502.512
100.00% 5192.099.885

Propoesed Setticment

Hash

s (132.339)
(85.479)
(24.965)

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

74,427

Schedule 1
Attachment A
ua Acquisition
82011

Prs Forrma
_Adjustments

$177,414.08

1.80% ~ S (585,203) $  (10,552)

s (77159)
28,500)
(335,507)
{19,600)
1,000

1,80% * $1,156203} §  (20.812)

S (1.071.318)
257%

To provade tor (p> i e 10 s 2822512 {Schi AthA Pg} $ 1.451,194
MARA based on rale and princpa! pament 1,071,318 iScn 4) 30
Year One Amortzaton Expense s 1,451,194 570%
§ income Taxes
To record income laxes as a res:at of pro forma S {118,517)
d, o income IB1%

Hote: “saagemeat fee slloction based on cvrmal pectontage nliocation.

PAC £ 5.7%

S {31,364)

S {27,533)

$ 18,348

TS (46,9%5)

Re City of Nashua Acquisttion of Persishusck Comporation
Docket No. DWW 11.026

Exhibu BIH (2nd Supp)-3
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PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE

For The Thirteen Months Ended December 31, 2009

OW10-090, OCA 31

DW10-030, OCA 3-1

Re:

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

Exhibit BJH (2nd Supp)-3
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Proposed Settiement
Schedule 2

Nashua Acquisition
Pro Forma Adjustments
81512011

CBERR APPROACH WiNARA

oy

12 MONTHS Wit COMBINED PRO © Ay si=neie. .. PRO FORM,
PROPOSEODATA proposep  STEPWCREASE  opuuoSte  Final Adjustment  Final Rate Order - ADJUSTMENTS: -+ P (0P
REQUESTS  mouustments PROFORMA o censSErORMA  DW 10.090 Dwio030  ORFPWWSPRO.. ) consivio
ADJUSTMENTS ADJUSTMENTS RATA SHARE OF
12131109 TEST YEAR )
Pro Forma MARA . . -
Description Test Year S
Fantin Service 3846825 % - 8 3846825 5 114,526 3,951,351 $ 3.861.351
Adjusimen to Rate Base per Finai Rate Qnder [tp] n
Accum Deprec 1.036,132 1,035,132 2,050 1,038,182 1,038,182
Accum Deprec: Loss 114,504 114,504 - 114,504 114,504 -
Aceumn Deprec; COR 408 406 . 406 408 S LT
Munitipal Acquistion Regutatary Asset (MaRA)Y - C 5851794 . .
Accum Amor MARA Ad) - RN
ciac 1,148,636 1,148,638 - 1,148,636 1148636 |
Amont of CIAC 256,418 288,418 - 256418 256,418 T
2,033,386 $ - 8 2033385 $§ 112,476 § 2.145.861 7 s 2145854 3 1,451,184
ADD: -
Working Cap 111,754 {61,125) 50,628 - 50,628 50,629
Malerials & Supplies 588 588 - 588 588 . .
Prepayments 7,797 7,797 7,797 7,797 - .
Other & Deferred Chargas 3.505 - 3.505 - 3,508 3,505
123644 S 61.125) § §2519 § - $ 82,518 - 8 62519 §
DEDUCT: -
Customer Advances - - - - -
Customer Daposits - - - - - X
Deferred income Tax 194,991 194,891 - 194,991 19&.9‘.)‘!‘ L SR 901
194,991 § - 8 194,991 § - 5 194,991 - 8 194,981 § R . 8
TOTAL Rate Base 1962038 § {61,125) $ 1,900,913 § 112476 S 2,013,389 {7 s 2013382 8§ - 1451194 § . .- {3,867} 480,715
DEDUCT: Equity Related Assets N - L B . {2522,512 1. . (2,522,512)
ADD: Rate Stabilization Cash Reserve e sk ISR
Total Rate Bage: 1,962,038 § (61,125) S 1900,813_3§ 112,476 _$ 2,013,389 N s 2013382 S 1451194 _§ . - (2,526.379)..._ 938,203

1. includes the ebmination of MARA

PAC@5.7%



PITTSFIELD AQUEDUCT COMPANY

Pro Forma Adjustments to Rate Base
For The Twelve Months Ended December 31, 2009

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

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

(1) Pro Rata Calculation as follows:
Rate Base
PWW Rate Base (DW10-091, Per Final Order)
PEU Rate Base {12/31/2009)
PAC Rate Base (DW10-090), Per Final Order)

Proposed Settlement

Schedule 3
Attachment A
Nashua Acquisition
811512011
Pro Forma
Adjustments
{$31.364)
12.33% $ (3,867)
$ (1.451,194)
$ (2,522,512)
$5.000,000 e
0.00% (1} s -
$ 56,677,987
$ 6,847,954
$ 1071318 00%
$ 64,597,259 100.00%

PAC @ 5.7%

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

Exhibit BJH {2ad Supp)-3

Page 6 of 7



Re: City of Nashua Acquisition of Sennichuck Corporation
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Proposed Settlement
Schedule 4

Nashua Acquisition

Pro Forma Adjustments

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

9/15/2011
DW10-098 =7 NASHUA ACQUISITION - CBFRR:

D e B . ; : o S .. . Weighted
Pro Forma Test . MAF CRSF CBFRR - o Ce¢ Component’. - Average
Capital Component v Year Adjustment Final Rate Order:: Adjnstmemt:. 1 isfmen ‘CostRafe. - Cost Rate
Long-term Debt 776,850 776,850 o : i"%,d‘o'%. L Ba7%
Short-term Debt 255,038 255038 "b“.sd%:" ' 0.12%
Preferred Stock - - 6.00%-' 0.00%
Common Equity 1,071,318 ' $ 749% 2. 0.00%
Overal! Rate of Return _$___ 2,103.206 $ 2,103,206 i, -' ‘1,(;13.'1‘.,‘§‘88_- 100’.66%;:@. - ' 5.39%

Original Filing

Proposed Adjustment

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 mosi recent 12-month average of thirly-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
utilily's rates as set forth in the rate filing, plus {ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PAC @ 5.7%
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EXHIBIT C

Methodologies and Procedures for PWW Rate Stabilization Fund

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

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

2. Rate of Return, The PWW RSF amounts will become part of PWW’s rate base and will
be treated as working capital in addition to the normal working capital that is traditionally
established as a percentage of operating expenses. PWW will be authorized to eam 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 muitiplying 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 (L.e.,
if the monthly amount accrued to the CBFRR Account is less than PWW’s approved
monthly CBFRR amount). Ifthe monthly amount recorded in the CBFRR Account is
greater than the CBFRR amount, then the excess will be added to the RSF Account,
PWW may access the PWW RSF Account to provide intercompany loans to PEU or PAC
if either utility is unable to meet its respective obligation with respect to the City
Acquisition Bonds. These intercompany loans will bear interest at the final interest rate
of the City Acquisition Bonds. At the time of each PWW rate case, the PWW RSF
Account will be subject to replenishment or reduction to an amount equal to the Initial
RSF Amount less the amount of any then outstanding loan to PEU or PAC, The




City of Nashua Acquisition of Pennichuck Corporation EXECUTION COPY

DW 11-026
Settlement Agreement

replenishment or reduction amount will be reflected in PWW rates through a deferred
debit or credit amortized over a three-year period.

5. Reporting and Review of the RSF Account. PWW will provide an annual reconciliation
of the CBFRR Account and the PWW RSF Account as part of its Annual Report filed
with the Commission on or before March 31 of each year,
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EXHIBITD

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™).

L. 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 cortesponding eniries
to increase their respective paid-in capital accounts and to decrease their respective
retained earnings accounts.
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EXHIBIT E

Summary of the Terms of the City Acquisition Bonds

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

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

2. Principa] Repayment. The principal of the City Acquisition Bonds will be paid overa
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.




