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PENNICHUCK WATER WORKS, INC. Proposed Settlement
COMPUTATION OF REVENUE DEFICIENCY COMBINED INCREASE
For The Twelve Months Ended December 31, 2009 Schedule A

911512011

City Eond Fixed Revenue RequirementDWIO-091 DWIO-091, OCA 3-1 DW1O-091, STAFF 3-13 ICBFRR)

PROPOSED DATA 12 MONTHS WITH COMBINED PRO WITHOUT COMBINED PRO CITY OF NASHUA CITY
STEP INCREASE ‘Final Final Rate Order OF NASHUAPRO FORMA REQUESTS PROPOSED FORMA & STEP EMINENT FORMA & STEP Final Rate Order Southwood ADJUSTMENTS

PRO FORMA EVENUETEST YEAR ADJUSTMENTS ADJUSTMENTS INCREASE FORMA DOMAIN COSTS INCREASE FORMA Adjustment DW 10-091 Assets DW 10-091 & FOR CBFRR REQUIREMENT
ADJUSTMENTS (1) DW 10-091 Southwood(1> 12131109 TEST YEAR RECOVERY TEST YEAR APPROACH

Consolidated Rate Base S 97,733,490 $ (433,999) 5 97,299,491 S 3,307,877 S 100.607.368 S (4.824,907) S 95,782,461 S (3.562.467) S 92.219.994 S 2.524.971 S 94,744,965 (51,833,420) S 42,911,544

RATE of Return 7.86% 0.09% 795% 7.95% 7.95% 003% 7.98% 798% -195% 6.04%

Income Required $ 7,677,233 5 - S 7.733,642 S 7,996.562 $ 7,613,064 S 7,362,859 S 7564453 S 2,591,857

Adjusted NOl 5 5,312,859 5 (52,593) S 5,260,266 S (127,644) S 5.132,622 $ 323.751 S 5,456,373 5 166,809 S 5,623,182 S - $ 8,623,182 ($4,230,733) S 1.392,449

Dxficiency S 2,364,374 3 - S 2,473,376 S 2,863,940 S 2.156,691 S 1,739.677 S 1.941.271 S 1,199.409

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

RevenueDeticiency S 3,915.175 S - S 4,095.672 S 646.736 S 4,742,408 S (1,171,136) S 3.571.272 S (690,535) $ 2,880,737 S 333.820 S 3.214,557 5 1,986,104

WaterRevenues $ 24,116,426 $ - S 24.116.426 $ - 5 24.116.426 $ 24,116,426 $ 24,116,426 5 24,116,426 S 14,279,603

Proposed Revenue Inc 16.23% 16.98% 2.68% 19,66% -4.86% 14.81% -2.86% 11.95% 1.38% 13,33% 8.24%

Total Revenue S 28,031,601 S 28,212,098 5 28,858,834 S 27,687,698 S 26,997,163 S 27,330,983 $ 16,26%907

ADD: City Bond Fixed
Revenue Requirement
(Schedule A, Altachment A> $9,836,623

Total City Revenue: S 26.102.530

1. Adjustments shown are those reQuired to adjust PWW’s rate base and NOl to those agoroved in the DWIO-091 Rate Order

P~WI @6.5%



Re. City 01 Nashua Acquisition Or Pennichuck Corporation
Docket No. OW 11-028

Exhibit BIN (2nd SpoOl-I
Poge 2 or o

Proposed Settlement
Pennixhuck Water Works Inc Schedule A

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

911012011

Pro Forina
Adjustments

Revenue
I To recognize ad,ustwevt 01 tuned annual revenue

requirement to revel City Bond obligation.
Total Coy Bond 3152,099,085

Bond leterest Rote 6.50%
Bond Period 30 uru

Caluulotecnpi-o rala (or COy Bond boxed end
cerrolzrnlpayinenl anna 50000anl bend rate.
Calculated as follows:

PWW Pro Rala Snare S133,453,255 Ill
Less: Bale Slabrlrualiun Reuewr $5000000

PWW Pro Rala Share sun out 100.00%
Less: P%W Pro Rota Shore 01 Rate Stabilization Reserve 55,800000

Less: Coy EmInent DomaIn Cost Recovery ‘so
Total P110W Pro Rota Share fur CBFRBIMAI1A 5120,463,200

Bond Interest Rate 6.50% _________________

Bond Period 30 yrs. S9,B36.623 121

Notes:
(1) Pro Rota Calculation an. tollOwn.

P50N&SnuthwoodBq ly(O/31l2011j S .56677957 8774,5
PELIE9 ty(8/31/2011) S 6047904 1060%
(‘AC Equity (8131120111 S 1,071,310 1.08%

S 64,597,209 100.00%

P001018 Soathwoud 16 CBFRR based on pro rala equity 07.74% 51 33,453,250
(‘EU 16 CBFRR based on pro rota equity 10.80% $16,124,105
(‘AC 16 CBFRR based on pro rota equity 1,88% 32,522,512

Total City Bond 100.00% 51 52.099.005

(21 Any Income 000500 reoenues will be ottset by deductions lot interest 000ense on Cily Bonds
calculoted below dod depreciation enpenso assuuiated with equily related assets per Schedule I.
Allachrrrtnt A, poor 2,

Tolal Interest Payweot on City Bond Near over 39.888.493
P00W Pro Rata Share 87,74%

PhW4 Pro 8010 Interest Beneht 30,674,462

13)

P16W ~ 6,5%



PENNICHUCK WATER WORKS, INC.
OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

Re: City of Nashua Acquisition of Penniclruck Corporation
Docket No. DW11-026

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

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forms Adjustrnonts

911512011

OW1O-091. OCA 3-1 DW1O-091. STAFF 3-13 LESS EMINENT DOMAIN CBFRR APPROACH WJMARA

COMBINED
COMBINED WITHOUT CITYOF CITYOF CITYOF

12 MONTHS WITH STEP PRO FORMA &PROFORMAI2 PROPOSEDDATA TESTYEAR& EMINENT Final FinalRato NASHUA NASHUA NASHUACBFRR
PROPOSED INCREASE PRO STEPMONTHS REQUESTS STEP PRO DOMAIN Adjustment Order MARA ADJUSTMENTS APPROACH

ADJUSTMENTS FORMA INCREASE12131/09 ADJUSTMENTS FORMA TEST COSTS DW 10-091 DW 10-091 ADJUSTMENT FOR CBFRR REVENUE
12131/09 ADJUSTMENTS PORMA TEST

YEAR RECOVERY PER BOOKS APPROACH REQUIREMENT
YEAR

Produclion Expenses
Transmission & Distribution Expenses
Engineering Expense
Customer Acct & Collection Exp
Administrative & General Expense
Final Rate Order Adjustments
Inter Div Management Fee

Total Operating Expense

Gain on Disp/Utility Property

3,337,933
1,379,179

574,394
434,974

6.142,486

(1,516,284) 13) 2.627,136
(480,385)

830,974 (830,974) 1°) -

121 (41,911)

Notes:

0) Pro Fnrma Income Taxes calculated as tollows:
Total era Tattoo reduction in 000ralina expenses
Total Pratorma Revenue decrease
Total Prnlorma NOl before income tax

Negatve Income Taxes Will he aSset by taxes on addsonal revenues tram revenue deticiency per Schedule A.

(2) Amnrhzason Expense assncrated nun Coy Eminent Domain Cast Recevely over 3)1 years

(3) Eliminate Depreciation Expenses tar Equity rolalnd assets 500951 by City

(4) Elminate Enh~e MARA Amnrtizabon Expense Allnbutable In Eqoity.Related Assets Acquired by City

Water Sates

Water Sales for Resole

Other Operating Revenue
Total Revenues

S 24,116.426 S

698

365.266
24,482,389

(1,330)

(1,330)

(36,485)
(3,214)

(42,904)

- S 24,116,426 S

698

363,936
24,481,060

3,301,448
1,375,965

574.394
434.974

6.099.583

- $ 24.116,426

- 696
- 363,936
- 24,481,060

55,750 3,357,199
- 1.375.965
- 574.394
- 434,974

- 6.099.583

(1.476,315) 7,961

S 24,116.426

698
363.936

24.481,060

3,357.199
1.375,965

574.394
434,974

6.099.583

(1,468,354)

10,392,652 (74.642) 10.318,010

24,116,426

698
363.936

24.481.060

3,357,199
1.375,965

574,394
434,974

6.099,583

(166,809) (166.809)

(1,468.354)

Dep ExplAcq Adj Expense 4,070,540 (7,888) 4,062,652
Amortization Expense:CIAC (480,385) - (480,385)

Amortization Expense: MARA - - -

Amortization Expense 495,885 (1,696) 494.189

(1,468,354) - (1.468.354)

Property Taxes

Payroll Taxes
Income Tax

Total Operating Deductions

Net Operaling Income

2,674,109

($9,836,623) $ 14,279,803

698

__________________ 363. 936
(S9,836.623) 14.644.437

3,357,199
1,375,965

574,394
434,974

(1.125,625) 4,973,958

(166,809)

(134.985) (1,603,389)

(1,260,610) 8,946,342

169,984

- 10,373,760 (166,809) 10,206,951

520.118
1.496.612
8,776,879

2,844,093

55,750 10,373,760

80.768 4,143,420 4,143,420
- (480,385) - (480.385)

- 494,189 (536.100) )41,911)

74.847 2.91 8.940 2,918,940

- 520,118 520,118

(83.722) 1.378.395 212.349 1,590.744
71,893 8,974,678 (323,751) 8,650,927

- 520,118
(34,495) 1,462,117

125,905 8,902,784

4. 143.420
(480.385)

(41.911)

5,312,859 (52.593) 5,260.266 (127,644) 5.132,622 323,751 5.456,373 166,809 5,623,182 (830.974) (53,399,759) 1,392,449

520.118
1,590,744

- 8,650,927

2,918,940 2,918,940

2,830,938
S9,83e.623
(7,005,6851 _____________________

(54,044) 466,074
(2.774,952) III (1 .184,207>

830.974 (5.176.254) 4,305,647

a

PWW ~ 6.5%



Proposed Sottlomont
Ponnrohoook Wndor Workn no Sohodralo 1

Pro Fornra Ad(ustn,onts to Nor Ooorar,no )noon,o Atraohoroet A
For Tho Two)oo Msnthn Ended 000ombor 31,2009 P0501

Na~hox A000isr500r
511012911

CBFBR CBFRR
Pro Formo Pro Foemo

Adtoltnrnntn Adjostrrronts
Rovonun
To recoonoot ad(ustment ot fixed aroroel revenue
requirement to meet City BoreS obligation.

Total COY Bond 5152,099855
Bond Interest Rote 6.50%

Bond FormS 30 rmo
Calculated pro rota (or City Bond boned ooa
ConStant payerWit and a 0000(0% bOnd rate
Calootatod a. faooooi

PWW Pro Rota Share 5133,453,258
Less Rate Stabitcation Reserve 55,000,050

P99W Pro Rota Share nor, 50.1 10000%
LosS P50W Pro Rota Share of Rate StabiliZation Reserve 55,000,000

Lens Cop Eminortt Domain Cost Renoonry ‘50
Total PWW Pro Rota Strarn (or CBPRRIMARA 5128,453,265

Bond Interort Rato 6,00% ________________
Ooed Period 30 re~ ~_.,,59,OO6,0ox

Pro Rota Coloolairon an taltOon
WOW 8 Soothwood Eqroty (6)3(12011) 5 56,677.987 87.74%
PEUBq Oy)8)311201l( 5 6847604 1080%
PAD Bquty (813112511) S 1,071,318 1,65%

564,597,259 100,00%

P99W 8 Southwood % CSPRR based on trio rata equity 87.74% 5133,403,268
PELt ~h CBFRR based on pro rOta eqircy 18.60% S16,124.105
PAD 15 C8FRR based on pro iota equity 1,66% S2,522,512

Total COO Bond 100.00% 3152.099.685

Administrotioo and Gooorat
Admrr 5 (236.508)
Ottroers S (733,000)
ClyApybieted CEO 0 200.000 S (771.506)

Adreer 5 (7.000)
Ottinern 5 36,900)
Coy Appointed CEO 0 15,000 S (20,500)

City Appointed
Reitocton CEO

Pension S (153,000) S 6,175 5 (146,825)
401 1< S (24,694) 5 6,060 5 (15,694)
010000) S (82.532) 5 5,487 5 (77.045)
Dental $ (8,232) 5 581 $ (7,651)
Group LifelOrsabitity S )3,B59( 5 551 5 (3,285)
OSicer’s Life 0 (15,381) S 3,760 S (6,021)
Lorry Term Care 5 (6,367) $ 1.498 S (4.669)
Payrol Taxes $ (55,630) S 1,506 5 (54.844)
Tramnil466donationa: Seminars 5 (17,575) 5 - 5 117,579) 0 (336,537)

Meetarq’s& Cnnoeo$yysi 5 (19.600)

$dylo.fitana.onmen1~7ehiitir~me01V’—i’ S (1,000)

r.leenbotsiopn’ 5 (22,456)
Total Admirristrat’ne and General 5 11,179,6891
Less P99tot Taoes S 54,099

TotxtAdnrinistmario.andta,n.rxr S (1,126 628~

P00W ~ 6.5%

Ro Cry nI Nashua 000unatien 01 Pennichucir Corporahon
DoCket No 05011.026

Erlribd 850(2nd Sriprr)’l
Paye 4018



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No, OWl 1~026

Exhibit BJH (2nd Supp).l
PageS of 9

Proposed Settlement
Pennichuck Water Works Inc Schedule I

Pro Fornia Adjustments to Net Operating Income Attachment A
For The Twelve Mønths Ended December 31, 2009 Page 2

Nashua Acquisition
9/15I2011

Pro Forma
Adjustments

Management Fee
Allocation from Corporate

Professional Fees & Services (132,339)
050 Insurance (86,479)
Alinual Report Cost (24965)
Auditors)SEC Legal Expense (210888)
Corp Governance Legat/AST (32,053)
Directors Fees & Mtgs/Corp Secy (25,052)
EDGAR Filing/NASOAO & Other (74.427)
% to PWW 74.90% $ (586,203) 5 (439,066)

Allocation to Affiliates
Salaries (771,596)
Bonus (28,500)
Benefits (336,507)
Meetings S Conventions (19.600)
Senior Management Vehicle (1.000)
% to Affiliates 26.30% * (1,156.203) S 304.081

Total Management Fee S (134,985)

Note;
Management fee allocation based on current percentage allocation.

Depreciation Expense
To eliminate depreciation expense for equity related assets
purchased with City Bond as part of the closing transaction 54158016 (1) _________________

at a composite depreciation rate 012.8%. 2.80% S (1,516,284)

Amortization Expense
To provide for amortization expense on City Eminent Domain
Costs as follows:
City Eminent Domain Costs SO _________________

Amortization Period years 30 $

Amortization Expense
To provide for amortization expense attributable to 5128.453.268 (Sch 1, Ate A, P9 1) $71,775,281
MARA based on rate and principal payment 66.677.987 (Sch 4) 30 _________________

Year One Amortization Expense 571,775,281 6.50% S830,974

lne~me Taxes
To record income taxes as a result of pro forma S (2.774.952)
adjustments to income statement.

FINAL RATE ORDER NOl ADJUSTMENTS ______________

To record final adjustments to Net Operating Income $ (166,809)
as approved in Rate Order DW10~091

PWW © 6.5%



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

Exhibit BJH (2nd Supp).1
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PENNICHUCK WATER WORKS,INC.
COMPUTATION OF RATE BASE

For The Thirteen Months Ended December31. 2009

Proposed Settlement
Schedule 3

Nashua AcquisItion
Pro Forma Adjustments

9115)2011

Ooscnption
Plant in Service
Aojastment to Rate Base per Final Rate Order
Accum Deprec

Accum Deprec: Loss
Accum Depreo COR
Theoretical ReServe

Acqaislion Adjustment
Accom Resort Acq AR

Municipal Anquisition Regulatory Asset (SIARA)
Auvurn Arnost MAIqA Ad~

CIAC
Rerun OICIAC

DEDUCT:
Customer Advances
Customer deposits & other
Deterred Income Tan
Deferred Tan Uability
Undrnort fTC
Deterred Rental Credits
Unfunded FAS 106 and 159 Costs

TOTAL RatO Base
DEDUCT: Equity Related Assets * MARA
ADD: City Eminent Domain Cost Recovery
ADD: Rate Stabilization Cash Reserve
Total Rate Ease

t. includes the elimination of MARA

1.287.168
025.1 24
391,159
55.545

12.518.535
15,077,531

04,000
t35,756

12.920,917
055.19 1
784.440
105.550

1.1 35.245
16,024,099
97299,491

6,074 1,294,042 1,204,042
825.124 825,124
351,159 391,159
50.545 55.545

12,518,535 (4.024,907> 7,603.628
6.E74 15,054,405 (4,024,007) 10,259,497

84.000 54,000
138,759 138.758

12,920,917 12,920,917
855.191 855,191

- 784.440 784.440
E28.000 933.550 033,550

- 1.135.245 1,t35,245
828,000 16,892,099 - 16.852.095

3,307,977 100.607.360 14.824.9871 95,782.461

157,170.503
(3.552.467) 2,524,971 (1,037,495)

38.2t5.952
4.052.653
1.893,969

882,900
844,905
286.522

26,598,154
4.037.525

(3.562.457) 2.524,971 101,337,566 —

1.204.042
825,124
39 1.159
55,545

7.693.620
10.259,497

84,000
138,756

12,920.917
855.191
784.440
933,550

1,135,245

16.852,099
.562,467) 2,524.971 94.744.965

157.170,503
(1.037.496)

38,215,952
4,052,653
1,893,959

882,900
844,905
290,522

71,775,25r

26,859,154
4,037,526

173,112,647

1,138,608
825.124
391,159

55,545

7,693.028
10,104,064

84.080
139,756

12,920,9 17
855.19 1
784,440
933,950

1,135,245
16.852.099

(155.433) 166,364,812
(128,453,268) 1 (128,453,268)

5.000,000 5,000,000
_g~98,701) ~ 42,911.544

0W104391. OCR 3.-I DWIO-091. STAFF 3.55 LESS EMINENT DOMAIN

(421,240) 133,266,067 3,904,455 157.170.503

CBFRR APPROACH WIMARA

CITYCOMBINED COMBINED PRO Final Rate12 MONTHS WITH WITHOUTPROPOSED DATA STEP INCREASE TEST YEAR & FORMA & STEP FInal ADJUSTMENTS PRO FORMA NASHUA PRO FORMA NASHUA
PROPOSED EMINENT Southwood OrderREQUESTS PRO FORMA STEP PRO INCREASE Adjustment FOR PWWS PRO ACQUISITION RATE BASE FOR

ADJUSTMENTS DOMAIN COSTS AsSets OW 10.091 &
ADJUSTMENTS ADJUSTMENTS FORMA TEST FORMA TEST DW 10-091 RATA SNARE OF ADJUSTMENTS P5W)

12131109 RECOVERY Souttswood
YEAR YEAR MARA

38,252,429
4,055,376
1,708,176

882,900
044.900
296,522

26,895,1 54
4,037,526

98.248.059
ADD:
Wnrhing Cap
Materials & Supplies
Prnpaio Expresses
Prepaid Property Taues
Prepaid Income Taxes
Other & Deferred Charges

>7,808)

(4 13.358)

(9,203)

(11,435)
(20.641)

(36,477) 38.210.952
2,277 4.052,653

185,793 1.893,969
- 882.900
- 044,905

298,522

26,060,154
- 4.837,526

4,129,003 102,375,062

Pro Forma
Test Year
153,6.57,293

30.260.317
4,050,376
1, 758. 176

862,900
844,905
256,522

26,890,154
4.o3y.526

90,659,417

1,296,371
825,124
39 1.159
55,545

12.529,973
15,098,172

84.000
138,756

12.920,917
855,19 1
784,440
105,550

1, 135.245

16,024.099
97.733.468

38,2t 5,952
4,052,653
1,893,969

882,900
844.905
296,522

26,898,1 54
4,037.526

102,375,062

71. 778.26 1

(433,999)

(1,775,201

(155,433)

(1 50,423)

11,715,201

CO

PWW t~ 6.5%



Pennichuck Water Works Inc
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

911512011

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

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

To deduct all equity value associated with MARA

(1,260,610)
12.33%

Final Adjustment
DW 10-091

CBFRR
WI MARA

Pro Forma
Adi,i~tmnnt.

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

DEFERRED DEBITS

Less: Rate Stabilization Reserve (Schedule 4) S5,000,000 (1)
PWW Pro Rata Share 100.00%

Total PWN Pro Rata Share for City Bond

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 DWIO-091

$ (3,562,467)

Total Equity Deduction

$ (155,433)

$ (56,677,987)

$ (71,775,281)

(1) Pro Rata Calculation as follows:

Rate Base
PWW (OW1O-091. Per Final Order)

PEU (As of 1213112009)

PAC (DW10.091. Per Final Order)

S 56,677,987 100.00%
S 6,847,954 0.00%
S 1,071,318 0.00%

$64,597,259 100.00%

$ (128,453,268)

S 5,000,000

S -

PWW @ 6.5%



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

Exhibit 8W-I (2nd Supp)-1
Page 8 of 9

Proposed Settlement
Pennichuck Water Works, Inc. ScheduLe 4

Overall Rate of Return Pro Forma Adjustments

911512011
For the Twelve Months Ended December 31, 2009

NASHUA ACQUISITION - CBFRR
DWIO-091, OCA 3-1 Component Weighted

Filed Final Rate MARA RSF CBFRR Adjusted Component Cost Average
Capital Component Amount Adjustment Order Adjustment Adjustment Adjustment Amount Ratio Rate Cost Rate

Long-term Debt $ 51855,007 S (2,301100) $ 49,553,907 S 49,553,907 100.00% 6.04% 6.04%

Short-term Debt - - - 0.00% 0.00% 0.00%

Preferred Stock - - - 0.00% 0.00% 0.00%

Common Equtty 56 677 987 $ 56677 987 S 71 775 281 S S (128 453 268) S 0 00% 7 19% 2 0 00%

Overall Rate of Return $ 108,532,994 $ (2,301,100) $ 106,231,894 $ 71,775,281 $ - $ (128,453,268) $ 49,553,907 100.00% 6.04%

Final Rate Order - DWI 0-091 7.98%

CBFRR Pro Forma Adjustment -1.95%
Notes:

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

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 30%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

PWW © 6.5%



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

Page 9 of 9

pennichuck Water Works Inc Schedule 4
Proposed Adjustments to Rate of Return Attachment A

For The Twelve MonthS Ended December :31, 2009 Pro Forma Adjustments

outstanding Debt All In Annual Funded

Original Filing ~

Reference Q~jginaI
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 ~~907T991~~

Proposed Adjustment

(0

PWW @6.5%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule A

City Bond Fixed Revenue Requirement
(CBFRR>

PRO FORMA
TEST YEAR ADJUSTMENTS

(1) (2)

COMBINED PRO
PRO FORMA TEST

FORMA TESTYEAR
YEAR

CITY OF NASHUA
ADJUSTMENTS

FOR CBFRR
APPROACH

CITY OF NASHUA
REVENUE

REQUIREMENT

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

RATE of Return

Income Required

Adjusted NOl

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues (2)

Proposed Revenue Inc

7.60%

$ 1,439,244

$ 911,114 $

$ 528,130

60.39%

$ 874,532

$ 5,944,734 $

14.71%

7.60%

$ 1,086,109 $

(177,830) $ 733,284 $

$ 352,825 $

60.39%

$ 584,244 $

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

10.34%

7.60%

1,086,109

733,284 $

352,825

60.39%

584,244

5,649,492

10.34%

4.67%

346,108

233,233

112,875

60.39%

$ 186,911

$ 4,414,749

3.31%

Total Revenue

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

S 6,233,736 $ 6,233,736

ADD: NC Capital Surcharge Revenue $ 295,242

Total Revenue: $ 6,528,978

$ 4,601,660

$1,234,743

$ 295,242

$ 6,131,645

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

(2) Water Revenues are reflected without Capital surcharge Revenues

-2.93%

$

(500,051) $

$

PEU © 6.5%



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

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

Total City Bond $ 152 099 885
Bond Interest Rate 6.50%

Bond Period $

Calculated pro rata for City Bond based on a

30 yrs

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

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

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

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

PEU Pro Rata Share
Less: Rate Stabilization Reserve $ 5,000000

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

Total PEU Pro Rata Share for City Bond
Bond Interest Rate

Bond Period

$ 16,124,105 (1)

$
$ 16,124,105

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

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

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

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

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

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

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

PEU Pro Rata Interest Benefit $ 1,048,067

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

87.74%
10.60%

1.66%
100.00%

PEU @ 6.5%



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

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

PENNICHUCK EAST UTILITY, INC.
OPERATING INCOME STATEMENT

For The Twelve Months Ended December31, 2009

Proposed Settlement
Schedule 1

Nashua Acquisition
Pro Forma Adjustments

CBFRR APPROACH WIMARA

PENNICHUCK
Account

EAST UTILITY,
Number

INC.

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

CITY OF NASHUA
ADJUSTMENTS

FOR CBFRR
APPROACH

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

Water Sales

Other Operating Revenue
Total Revenues

Production Expenses

Transmission & Distribution Expense
Customer Acct & Collection Exp

Administrative & General Expense

Inter Div Management Fee

Total Operating Expense

Depreciation Exp/Acq Adj (Credit)
Amortization Expense: CIAC
Amortization Expense: MARA
Amortization Expense
Amort Utility Plant Adj

Taxes Other Than Income Tax
Income Tax

Total Operating Deductions

Net Operating Income

Notes:

403/406
405

407
406

406.1
409 to 410

(1) Eliminates the depreciation and amortizabon expense associated with Norm Country Capital Recovery Surcharge.
(2) Pro Forma Income Taxes calculated as follows:
City Bond Revenue Requirement S (1234.743)

Reduced operating expenses and deductions S 406.706

NOl proforrna adjustments betore income lanes S (828,036)

Income Taxes 3961% S (327,985)

Negative Income Taxes nil be offset by taxes on additional revenues from revenue detciency per Schedule A

(3) Eliminate Dvpreciabon Expenses for Equity related assets bought Out by City

14) Eliminate Entire MARA Amortization Expense Attributable to Equity.Related Assets Acquired by City

1,358,356

490,077
182,064

123,521

1,358,356

490.077
182,064

123,521

Pro Forma COMBINED
North Country

Adjustments (1) TEST YEAR

461 & 462 $ 5,005,656 S 939,078 S (295,242) S 5,649,492 ($1,234,743) $ 4,414,749

471 32,269 8.691 40,960 40,960

5,037,925 947,769 (295,242) 5,690.452 $ (1,234,743) 4,455,709

601 to652 1,137.272 221,083
660 to 678 &

926,1 329.977 160.100
• 90210904 140,501 41,563

920 to 950 95,772 26,749

930 1.261,843 292,644 1554.487 (256,736) 1,297,751

2,966,366 742,139 - 3,708,505 - (256,736) 3,451,769

579,015 122,593 (111,791) 589,817 (149,970) (3) 439,847

(157.454) (11.864) 382 (168.936) (168,936)
$107,394 (107,394) (4) -

58,728 6,776 (6,003) 59,501 59.501

467.122 76,384 543,506 543,506
305,688 (80,913) 224,775 (327,985) (2) (103,210)

S 1,253,099 $ 112,976 $ (117,412) $ 1,248,663 $ 107,394 $ (585,350) $ 770,708

S 818,460 $ 92,654 $ (177,830) S 733,284 $ (107,394) $ (392,657) $ 233,233

0)

PEU @6.5%
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Proposed Settlement
PENNICHUCK EAST UTILITY. INC. Schedule 1

Pro Forma Adjustments to Net Operating Income Attachment A
For The Twelve Months Ended December 31.2009 Nashua Acquisition

Pro Forma
Adjustments

1 Revenue
To recognize adjusimeot of fined annual revenue
reqoitement to meet City Bond obligation.

Total C ty B d 8 152 099 885
Bond Interest Rate 6.50%

Bond Period 30 Ir,.
Calculated pro rala for Cay Bond bayed on
conioant payment and a constant bond rate,
Calculated as follows:

PEO Pro Ruta Share S 10.124,105
Less: Rate Stabilization Reserve S 5000990

P81,1 Pro Ruta Share (Sch 3, Attach A) 0,00%

Total PEU Pro Rub Share for City Bond S 16,124.105
Bond interest Rate 6.50%

Boxy Period 30 yrs. ____________

5 1.234.263

Pro Rita Calculation as follows:
P1MM 0. Southwood Equ ty (813112011) S 56677987 0774%
P00 Equty(813112011) S 6847954 1860%
PAC Equity (8/3112011) S 1,071.318 1.66%

S 64,597.259 100.00%

P00W & Southwood 00 CBFRR based on pro tutu equity 87.74% S 133,453,268
P00% CBFRR based on pro rata equity 10.60% S 16,124.105
PAC % C8FRR based on pro rata equity 1.66% $ 2,522.512

180.00% 5152,099,885

2 Management Fee
Allocation from Corporate
Professional Fees & Services (132,339)
00.0 Insurance (80.478)
Annual Report Cost (24.965)
AuditorslSEC Legal Expense (210,888)
Corp Governance LegalIAST (32,053)
Directors Fees S MtgslCorp Secy (25,052)
EDGAR FilinglNASDAQ & Other (74,427) ____________

00 Allocation to P00 15,00% . S (586.203) $ (87.930)

Allocation front PWW
Salaries (771,596)
Bonus (28,500)
Benefits (336,507)
Meetings & Conventions (19600)
Senior Management Vehicle (1,000) ______________

00 friiocahon to P00 14.60% (t,156,203) $ (168.806)

$ (256,736)
3 Amortization Enpense

Tn provide fur amortization expense aoributable to S 16,124,105 ISohI, Aih Al S 9,276.151
MARA based on rate and principal payment 6,647.954 (Son 4) 30 _____________

YearOne Amortization Expense 5 9.276.151 6.50% 5187.394

4 Depreciation Expense
To eliminate depreciation nnpnnse tot equity related
assets purchased wtth C by hondas part of the closng $ 6647 954 isv I ______________

transaction at a composite ddpreciatioo rates 012,19%. 2. t9% $ 149,970

5 Income Tunes o
To record income taxes usa result of pro forrea S (028.036) ______________

adjuslmenfs to income statement, Ibso tI 39.61% $ (327,980)

Note:
%tanagumnnt too allooation based on current percentage alloeatrce.

PEU i~t 6.5%
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Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule 3
COMPUTATION OF RATE BASE Nashua Acquisition

For The Twelve Months Ended December 31, 200 Pro Forma Adjustments

CBFRR APPROACH WIMARA
CITY

PRO FORMAPENNICHUCK Pro Forma ADJUSTMENTS
COMBINED TEST NASHUA PRO FORMA NASHUA

EAST UTILITY, North Country Adjustments FOR PEU’S PRO
YEAR ACQUISITION RATE BASE FOR PEU

INC. (1) RATA SHARE OF ADJUSTMENTS
Description MARA

Plant in Service $ 38,774,582 $ 5,705899 $ (4,550906) $ 39,929,575 $ 39,929,575
Accum Deprec 7,781,193 294504 (271,782) 7,803,915 7,803,915

Accum Deprec: Loss 927,493 192,960 (272.509) 847.944 g47,g44
Accum Deprec: COR 30,401 87,138 117,539 117,539

Acquisition Adjustment 10,468, 179 10,468, 179 10,468,179
Accum AmortAcq AcIj 2,487,151 2,487,151 2,487,151

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

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

16,038,740 5,670,916 (4,537,960) 17,171,696 9,276,151 - 26,447,848
ADD:
Working Cap 365,753 91,506 457,259 (31,656) 425,603
Materials & Supplies - 925 925 925
Prepayments 90,684 10,403 101,087 101,087
Other & Deferred Charges 512,492 117,688 (108,554) 521,626 521,626

968,929 220,522 (108,554) 1,080,896 - (31,656) 1,049,241
DEDUCT: -

Customer Advances - - -

Customer Deposits 2,063 2 2,065 2,065
Deferred Income Tax 3,288,402 585,642 3,874,044 3,874,044
Deferred Gain on Loans 85,574 - 85,574 85,574

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

TOTAL Rate Base $ 13,631,630 $ 5,305,794 $ (4,646,514) $ 14,290,910 $ 9,276,151 $ (16,155,761) $ 7,411,300

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

c”j

PEU i~ 6.5%



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

For the Twelve Months Ended December 31, 2009

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

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

Attachment A
Nashua Acquisition

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

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

To deduct all equity associated with MARA

Total Equity Deduction

(256,736)
12.33% $

Pro Forma
Adjustments

(31,656)

$ (6,847,954)

$ (9,276,151)

$ (16,124,105)

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

(1) Pro Rata Calcualtion as follows:
Rate Base

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

$ 56,677,987 100%
$ 6,847,954 0%
$ 1,071,318 0%
$ 64,597,259 100.00%

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

Total PEU Pro Rata Share for City Bond $

(N

PEU ~ 6.5%
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Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule 4

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

NASHUA ACQUISITION - CBFRR

Weighted
Pro Forma Test MARA RSF CBFRR Adjusted Component Component Average

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

Long-term Debt $7,856,291 $7,856,291 100.00% 4.67% 4.67%

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

Preferred Stock - $0 0.00% 0.00% 0.00%

Common Equity 6,847,954 $ 9,276,151 $ -~ $ (16,124,105) 1 - 0.00% 7.19% 2 0.00%

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

Authorized ROR 7.60%

Proposed Adjustment -2.93%

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

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.1 5(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 7.19%.

C,,
(N

PEU @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
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PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

Proposed Settlement
COMBINED INCREASE

Schedule A

DWIO-090, OCA 3-1
12 MONTHSPROPOSED DATA WITH

PRO FORMA REQUESTS PROPOSED
TEST YEAR ADJUSTMENTS ADJUSTMENTS

(1) 12131109

Consolidated Rate Base S 1962038 $

RATE of Return

Income Required

Adjusted NOl

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues

S 149,023

S 75.753 S

S 73,270

60.39%

S 121,328

S 607,133 S

(61,125) S 1,900,913 S

7.60%

S 144,380

3,595 S 79,348 S

S 65,032

60.39%

$ 107.686 S

126 S 607,259

DWIO-090, STAFF 3-5

STEP INCREASE COMBINED PRO
PRO FORMA FORMA & STEP

ADJUSTMENTS INCREASE FORMA
(1) TEST YEAR

112,476 S 2,013,389 5

7.60%

S 152,923

(3,632) 5 75,716 S

S 77,207

60.39%

20,161 S 127,847 $

- S 607,259

City Bond Fixed Revenue Requirement
{CBFRR)

CITY OF NASHUA
ADJUSTMENTS

FOR CBFRR
APPROACH

(7) 5 2,013,382 (SI .075,185)

7.60%

$ 152,922

1,524 $ 77,240

S 75,682

60.39%

(2,525) S 125,322

S 607,259

S938,196

5,39%

S 50,601

($3,846)

S 54,447

60.39%

S 90,158

S 414,092

$ 732,581 $ 504,250

$193,167

S 697,417

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

7.60%

1FinaI
Adjustment
DW 10-090

Final Rate
Order

DW 10-090

CITY OF NASHUA
REVENUE

REQUIREMENT

19.98%

-2.20%

($81,086)

Proposed Revenue Inc

Total Revenue

ADD: City Bond Fixed Revenue Requirement lSchedule A, Attach A)

Total Revenue:

1733% 3.32%

S 728,461 $ 714,945 5 735,106

21.05% -0.42% 20.63% 14.85%

PAC @ 6.5%



Re: City of Nashua Acquisition of Pennichuck Corporation
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Exhibit BJH (2nd Supp)-3
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PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Net Operating Income

For The Twelve Months Ended December 31, 2009

Revenue
I To recognize adjustment of fixed annual revenue

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

$ 152,099885 (1)
6.50%

30 yrs

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

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

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

S 5,000000
0.00%

$ 2,522,512

$0
$ 2,522,512

6.50%
30 ys $193,167 (2)

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

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

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

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

PAC Pro Rata Interest Benefit S 163,963

c,,J

$ 56,677,987
$ 6,847,954
$ 1,071,318
5 ~A ~fl~7

87.74%
10 .60%

1.66%
100.00%

87.74% S 133.453,268
10.60% S 16,124,105

1.66% $ 2.522,512
100.00% 5 152,099.885

PAC @ 6.5%



Re: City of Nashua Acquisrtion of Pennichuck Corporation
Docket No, OWl 1-026

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

PITTSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT

For ma Twelve Months Ended Docombor 31, 2009

Proposed Sottlomont
Schedule 1

Nashua Acquisition
Pro Forma Adjustments

Water Sales
Other Operating Revenue

Total Revenues

Production Expenses

Tranamiasion & Distribution Expenses

Customer Acct & Collection Exp

Administrative & General Expense
Final Rate Order Adjustments

Inter Div Management Fee

Total Operating Expense

Dep Exp/Acq Ad) Expense
Amortization Expense:CIAC
Amortization Expense: MARA
Amortization Expense

Property Taxes
Income Tax

Total Operating Deductions

Net Operating Income

DWIO-090, OCA 2-1
12 MONTHS

WITH
PROPOSED

Final Adjustment Final Rate Ordor
DW 10-090 DW 10-090

CITY OF NASHUA CITY OF NASHUA
MARA ADJUSTMENTS FOR

ADJUSTMENT PER CBFRR APPROACH
BOOKS

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

Notes:
(1) Pro Forma Income Taxes calculated as follows:
City Bond Revenue Requirement 3 (193,167)
Reduced operating expenses and deductrons 558.897
NOt prolorma adjustments before income taxes S (134.2711
Income Taxes 39.61% S (53.1851

Negative Income Taxes writ be offset by taxes on additional revenues from revenue deficiency per Schedule A,

(21 Elirnivate Oopreeixtixn Eepensns for Equity related assets bought out try City

(3) Eliminate Entire MARA Amortization Expense Attributable a Equity-Related Assets Acquired by City

Co
C-.-)

PRO FORMA PROPOSED DATA
12 MONTHS REQUESTS

12131109 ADJUSTMENTS ADJUSTMENTS

OWl 0-090, OCA 3-1

COMBINED PRO
STEP INCREASE FORMA & STEP

PRO FORMA INCREASE
ADJUSTMENTS FORMA TEST

YEAR

CBFRR APPROACH WIMARA

12J31109

S 607,133 S 126 $ 607,259 S - 5 607,259 S 607,259 (S193,167) S 414,092
5.429 - 5,429 - 5,429 5,429 5,429

612,562 126 612,688 - 612.688 612,688 - (193,167) 419,521

86,392 - ee,392 - 86,392 86,392 86,392

52,376 - 52.376 - 52,376 52,376 52,376
19.953 - 19,953 - 19,953 19,953 19,953

61 .371 (1,364) 60.007 - 60,007 60,007 60,007

(1,524) (1,524)

160,026 (238) 159,788 - 159,788 159,788 (31,364) 128,424

380.118 (1,602) 378,516 - 378,516 (1,524) 376,992 - (3t364) 345.628

86,086 - 86.086 2.050 88,136 88,136 (27,533) (2) 60,603
(24,146) - (24.146) - (24.146) (24146) (24,146)

16,801 (16,801) (3) -

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

81,437 (4,225) 77,212 81,176 81,176 81.176

6.857 2,358 11,215 (2,382) 6,833 8,833 (53,185) ~i> (44.351)
156.691 (1,867) 154.824 3.632 158,456 - 158.456 16,801 (97,519) 77,739

S 75,753 $ 3,595 $ 79,348 $ (3,632) $ 75,7l6 $ 1,624 $ 77,240 $ (16,801) ($64,286) ($3,846)

PAC ~ 6,5%
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Proposed SettlementPITTSFIELD AQUEDUCT COMPANY Schedule 1
Pro Forma Adjustments to Net Operating Income Attachment A
For The Twelve Months Ended December 31. 2009 Nashua Aoquisition

Pro FormaRevenue Adjustments
1 To recognize adjustment of fixed annual revenue

regoirement to meet City Bond obligation.
Total City Bond s 152,059,885

Bond Interest Rate 650%
Bond Period 30 p..

Calculutedpiru rota for City doncl based on a
constant payment and a constant bond rate,
Calculated as follows:

PAC Pro Rata Share S 2,522,512
Less: Rate Stabitization Reserve s 5,000,000

FAG Pro Rota Share (Scit 3.A) - 0.00%
So

Total PAC Pro Rota Share for City Bond S 2.522.512
Bond Interest Rate 6.50%

Bond Penod 317 yin ____________

$193,167.50

Pro Rata Caloul.stlran no follows:
PWW S Soxthwond Equity fOrStittOt 1) 2 06.077,907 0774%
PEUEq0I7(B/37l2011) S 6847554 1060%
PACEquity(8/31l2011) S - 1.071.318 1.66%

S 64.597.259 1 00%

P07W & Southwood % COFRR based on pro rata equity 67,74% S 133.453.260
PEU % CBFRR based on pro rota equity 10,60% S 16.124,105
PAC % CBFRR based on pro rub equity 1.66% S 2522,512

100.00% 5 152.009.055
2 Management Fee

Allocation from Corporate
Professional Fees & Services S (132,339)
D&O Insurance (86,479)
Annual Report Coot (24,665)
Auditors/SEC Legal Expense (210,660)
Corp Goxemance Legal/AST (32,053)
Directors Foes S MlgslCorp Secy (25,052)
EDGAR FilinglNASOAQ & other (74,427)
% Allocation to FAG 1,80% S (585.203) S (10,552)

Allocation from P14W
Salanes $ (771,596)
Bonus (28,500)
Bennhts (336,507)
Meebngs B Conventions (19,600)
SeniorManagementVehicte (1000)
%Allycatinn to Pac 1,80% 5(1,156,203) $ (20,512)

Total Management Fee S (31,364)

3 Depreciation Enpense
To eliminate depreciation expense for equity related assets
purchased with City Bond as patti of closing transaction s (1.071.318) ____________

ala composile depreciation rate of 2.57%. 2.57% S (27533)

4 Amortization Eopense
To provide for arnortizabon eupe056 attributable to S 2.522,512 (Sob 1, Ath A, Pg 1) S 1.451.194
MARA based on rote and principal payment 1.071,318 (Sch 4) 30 _____________

Year000Auoortization Expense S 1,451,194 6.50% S 16.801

5 Income Tunes
To record income taoes us a result of pm fornia S (134,271) _____________

adjuslmeots to income statement. 38.61% $ (63.186)

Note: ‘Mauagruient ten u000atian tissue no nn,,nnt pen005uge uiiOv.tlnn. N.

ccl

PAC @65%



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

Exhibit BJH (2nd Supp)-3
Page 5 of 7

PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE

For The Thirteen Months Ended December 31, 2009

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

OWl 0-090. OCA 3-1 DW1O-090. OCA 3-1 CEFRR APPROACH WIMARA

Description
Plant in Service
Adjustment to Rate Base per Final Rate Order
Accum Deprec

Accum Deprec Loss
Accum Deprec: COR

Municipal Acqmsaon Regulatory Asset (MARA)
Accum Amort MARA Adj

CIAC
Amort of CIAC

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

DEDUCT:
Customer Advances
Customer Deposits
Deferred Income Tax

TOTAL Rate Base
DEDUCT: Equity Related Assets
ADD: Rate Stabilization Cash Reserve
Total Rate Base:

Pro Forma
Test Year

3,846,825S

PROPOSED DATA
REQUESTS

ADJUSTMENTS

Final Adjustment Final Rate Order
OW 10-090 OW 10-090

1. Includes the elimination of MARA

ccl
CN

12 MONTHS WITH COMBINED PRO
STEP INCREASEPROPOSED FORMA & STEP

PRO FORMA
ADJUSTMENTS INCREASE FORMA

ADJUSTMENTS12131109 TEST YEAR

CITY
ADJUSTMENTS

FOR PWWS PRO
RATA SHARE OF

MARA

PRO FORMA
NASHUA

ACQUISITION
ADJUSTMENTS

PRO FORMA
NASHUA RATE

BASE FOR PINW

$ - S 3.846.825 S 114.526 S 3,961,351 S 3.961.351 S 3,961,351

(7) (7) (7)
1.038.132 1,038,132 2,050 1,039,182 1,038,182 1,038,182

114,504 114,504 - 114,504 114,504 114,504
406 406 - 406 406 406

- 1,451,194 1,451,194

1,146,636 1,148,636 - 1,148,636 1.148,636 1148,636
256,418 256,418 - 256,418 256,418 256.418

5 2,033,385 S - S 2,033,385 S 112,476 S 2,145,861 S (7) S 2.145,854 5 1,451,194 S - S 3,597,054

111,754 (61,125) 50.629 - 50.629 50,629 (3,867) 46,762
588 588 - 588 588 588

7.797 7,797 - 7.797 7.797
3,505 - 3,505 - 3.505 3.505 3,505

5 123,644 5 (61,125) S 62.519 S - S 62,519 S 5 62,519 S - S (3,867) S 58,652

- - - So
. - , - So

194,991 194,991 - 196,991 194,991 8104,991
S 194,991 S - 5 194,991 $ - 5 194,991 5 - S 194,991 5 - S - 5 194,991

S 1962,036 S (61125) S 1,900,913 S 112,476 S 2,013,389 $ (71 S 2013,382 S 1,451,194 S (3,867) S 3,460716
- - (2,622,512) 1 (2,522,512)

~_._1,R62,038 S (611251 S 1.900.913 S 112.476 S 2.013.389 6 (7) $ 2,013,382 S 1,451,194 S (2,526,379) $ 938.203

PAC @ 6.5%



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

Exhibit 8JH (2nd Supp)-3
Page 6 017

PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

Pro Forma
Adjustments

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

($31,364)
12.33% $ (3,867)

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

To deduct all equity value associated with MARA

Total Equity Deduction

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

$ (2,522,512)

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

(1) Pro Rata Calculation as follows:
Rate Base

PWW Rate Base (DW1O-091, Per Final Order)
PEU Rate Base (1213112009)
PAC Rate Base (DW1O-090), Per Final Order)

$ 56,677,987 100.00%
$ 6,847,954 0.00%
S 1.071,318 0.00%
S 64,597,259 100.00%

0)

$ (1,071,318)

S (1,451,194)

PAC @ 6.5%



Re: Cdy of Nashoa Acqe~sd~on of Pero~chuck Corporanon
Docket No, OW 11-026

txfl,bit BJH 1206 Supp)-3
Page 7of 7

Pittsfield Aqueduct Company, Inc.
Overall Rate of Return

For the Twelve Months Ended December 31, 2008

Proposed Settlement
Schedule 4

Nashua Acquisition
Pro Forma Adjustments

Pro Forma Test MARA
Capital Component Year Adjustment Final Rate Order Adjustmemt RSF Adjustment

NASHUA ACQUISITION - CBFRR

CBFRR Component Component
Adjustment Adjusted Amount Ratio Cost Rate

Long-term Debt 776850 776.850 S 776.850 75.28% 7.00% 5.27%

Short-term Debt 255.038 255.038 255,038 24.72% 0.50% 0.12%

Preferred Stock -

Common Equity 1,071,316

Overall Rate of Return S 2,103,206

1.071.318 8 1.451,194 80 $ (2.522.5121 1 5

$ 2,103,206 $ 1,451,194 $

0.00%

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

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, 8.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on. or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%. so the formula allowed ROE would be 7.19%,

Original Filing 7.60%

Proposed Adjustment -2.20%

C

DWIO-090
Weighted
Average

Cost Rate

0.00%

0.00%

S (2,522,512) $ 1,031,888 100.00% 5.39%

7.19% 2

0.00%

000%

PAC ~ e.5%



Re, C$y 01 Nashua Acgu:s:t:on of Perwuchuck Corporat:orr
Docket No OW 11.026

Exhib:t BJH (2nd Supp).1
Page 1 019

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

Proposed Settlement
COMBINED INCREASE

Schedule A
911512011

City Bond Fixed Revenue Requirement
DWIO-091, STAFF 3.13 ICBFRR)

PROPOSEDDATA 12MONTHS WITH COMEINEDPRO WITHOUT COMEINEDPRO CITYOFNASHUA
STEP INCREASE ‘Final Final Rate Order CITY OF NASHUA

PRO FORMA REQUESTS PROPOSED FORMA & STEP EMINENT FORMA & STEP Final Rate Order Southwood ADJUSTMENTSPRO FORMA
TEST YEAR ADJUSTMENTS ADJUSTMENTS INCREASE FORMA DOMAIN COSTS INCREASE FORMA Adjustment ~ 10-091 Assets DW 10-091 & FOR CEFRR REVENUEADJUSTMENTS (1) TEST YEAR RECOVERY TEST YEAR OW 10-091 Southwood REQUIREMENTAPPROACH(I) 12131109

Consol:dated Rate Base $ 97,733.490 S (433,999) S 97,299,491 S 3,307,877 S 100,607,368 5 (4.824.907) S 95,782,461 5 (3,562.467) 5 92.219.994 5 2.524.971 S 94.744.965 (51,833,420) S 42.911,544

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

Total City Revenue:

1. Adiustments Shown are those repuired to adiust PWWs rate base and NOI to those approved in the DWIO-091 Rate Order

59.034,414

5 25.300,321

DWIO-091 DW1O-091. OCA3-1

7,85% 0.09%RATE of Return

Income Requved

Adjusted NOt

DeSciency

Tax Factor

Revenue Desoency

Water Revenues

Proposed Revenue Inc

Total Revenue

7.95% 7.95% 7,95% 0.03% 7,98%

S 7,677.233 S - 5 7,733,642 S 7.996,562

5 5.31 2.689 S (52.593) S 5.260.266 S (127,644) S 5.132.622 S

5 2.36.4,374 S - 5 2,473.376 S 2,853.940

60.39% 60.39% 60.39%

5 3,915,175 5 - 5 4,095,672 S 646,736 S 4,742,408 S

S 24,116.426 S - S 24,116,426 S - S 24,116,426

16.23% 16,98% 2 68% 19.66% -4.86%

S 28,031,601 S 28,212,098 S 20,558,834

7.98% -1.95% 6,04%

S 7,613,064 S 7,362,859 S 7,564,453 S 2.591.857

323.751 S 5,456,373 S 168,809 S 5.623,182 S - S 5,623.182 (S3,746,279) S 1,876,003

5 2.156,691 5 1,739,677 S 1,941,271 S 714,954

60.39% 60.39% 60.39% 60,39%

(1,171,136) S 3,571,272 S (690,535) S 2,880,737 S 333,820 S 3,214,557 S 1,183,895

S 24,116.426 S 24,116,426 S 24.116.426 S 15,082,011

14,81% -2.86% 11.95% 1.38% 13,33% 4,91%

5 27,687,698 S 26,997,163 5 27,330.983 S 16,265,906

P5W~ @5.7%



Re: Coy 01 Nashua AcquisIton 01 PonfliunuCO CerpolirtiOn
Docket NO. OW 11-026

605150 BJH (2101 Sopp)-1
Pane 2 019

Proposed Settlement
Penn 10600k Water Works Inc Schedule A

Pro Farina Adjustments to Revenue Reouiremont Attachment A
For The Twelve Month, Ended December 39, 2009 Nashua Acquisition

911012011

Pro Purina
~ents

Revenue
1 To reCOGnize adluslmenl 016009 000ual revevue

rcquitcnrefll 10 mccl COy Bond 051501100
Tvlul Cily Bond 5152,098659

8000 Inleresl Rule 5.70%
Bond PoriOd 30 rr~

COIIColOaledptO 1013 (00 C,ty 8005103009 ova
00000001 payment 0030 coWlunt bond talc.
Calculated ito (000o’or

PWlfd Plo Rala Snare 9133,453.268 lii
Less Role Slubrlroallon Reserve 55,000,000

P00001 Pro Rota Shale Sun 3.01 100.00%
Loss: P00W Plo Rob Snared Role Sbabrlrzal:on Reserve $5000030

Lens: ClIp Enrinenl Domulo Cool Rccvvery 55
Total PWOJ Pro Rain Snare br CBFRRIWARA $120,453,200

Bond Interest RaIc 5.70% _________________

Bond Period 30 pm. $9034414 121

Notes:
(1) Pro Ratu Costotatrov 05100000

PWN & 500lnw000 Eqoily (613112017) 5 55,677,997 87.74%
P61.1 Eq ly(B131l2Oll) $ 6847954 1560%
PAC Eqoily (813112011) 5 1,071,370 1.66%

$ 64,597,259 100.00%

P80W & Snalhw004 % CBFRR based 005100110 000lly 87.74% SI 33,453,260
P811% CBPRR boost on pro rub eqoily 10.60% $16,124,105
PAC $ CBFRR based on pro rota eqoily 1.66% 52,522,512

Total COY Bond 100.00% SI 52,095,005

121 Any income 1060000 ln0000es etill be offset So dedoclionS for inleresl 006600000 Cilo BovOS
calculated below and dcprccialiov cayenne associated witS cOolly related 055615 ocr Schedule 1.
Allaohrneol A. 9raoe 2.

Total Interest Paynrevl 00 Cdv BOnd lunar cr01 50,669.693
PWOV Pro Rulu Share 87.74%

PW’t.J Pro Rota lnleresl Benefit 07,600,830

IN
(0)

P80W @5-~~



Re; City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW I 1-026

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

Proposed Settlomont
PENNICHUCK WATER WORKS, INC. Schedule I

OPERATING INCOME STATEMENT Nashua Acquisition
For The Twelve Months Ended December 31, 2009 Pro Forms Adjustments

911512011

DW1O-091, OCA 3-1 DW1O-091, STAFF 3-13 LESS EMINENT DOMAIN CBFRR APPROACH WIMARA

COMBINED
COMBINED WITHOUT CITYOF CITYOF CITYOF12 MONTHS WITH STEP PRO FORMA &PRO FORMA 12 PROPOSED DATA TEST YEAR & EMINENT Final Final Rate NASHUA NASHUA NASHUA CBFRR

PROPOSED INCREASE PRO STEPMONTHS REQUESTS STEP PRO DOMAIN Adjustment Order MARA ADJUSTMENTS APPROACH
ADJUSTMENTS FORMA INCREASE12131109 ADJUSTMENTS FORMATEST COSTS DW1O-091 DW1O-091 ADJUSTMENT FORCBFRR REVENUE

12131/09 ADJUSTMENTS FORMA TEST
YEAR RECOVERY PER BOOKS APPROACH REQUIREMENT

YEAR

WaterSales S 24116426 S - $ 24116.426 S - S 24,116426 S 24,116,426 24,116,426 ($9,034,414) $ 15,082,011

Water Sales for Resale 698 - 698 - 698 698 698 698
Other Operating Revenue 365.266 (1.330) 363,936 - 363.936 383.936 363,936 363.938

Total Revenues 24,482,389 (1,330) 24,481,060 - 24,481,060 - 24,481,060 24,481,060 ($9,034,414) 15.446,645

Production Expenses 3,337,933 (36.485) 3,301,448 55,750 3.357.199 3,357,199 3,357,199 3.357,199
Transmission & Distribution Expenses 1,379,179 (3.214) 1.375.965 - 1,37S,965 1.375.965 1.375,965 1.375,965
Engineering Expense 574,394 - 574,394 - 574.394 574.394 574.394 574.39~
Customer Acct & Collection Exp 434,974 - 434,974 - 434,974 434,974 434,974 434,974

Administrative& General Expense 6,142.488 (42,904) 6.099.583 - 6.099.583 6.099.583 6.099.583 (1.125.625> 4.973,958

Final Rate Order Adjustments (166,809) (166,809) (166,809)

Inter Div Management Fee (1,476,315) 7,961 (1.468.354) - (1,468.354) (1.468,354) (1.468.354) (134,985) (1.603,339>

Total Operating Expense 10.392,652 (74,642) 10,318,010 55.750 10.373.760 - 10.373,760 (166.809) 10.205.951 - (1.260.610> 8,946,342

Dep Exp/Acq Ad) Expense 4,070.540 (7.888) 4,062,652 80,768 4.143,420 4,143.420 4,143.420 (1.516.284) (3) 2,627,136
Amortization Expense:CIAC (480.385) - (480,385> - (480,385) - (480,385) (480,385) (480,385)

Amortization Expense; MARA - - - - - - - - - 956.930 (956.930) (41 -

Amortization Expense 495.885 (1.696) 494.189 - 494.169 (536.100) (41.911) (41.911) - 121 (41,911)

Gain on DiSp/Utility Property - - - - - - -

169,984Property Taxes 2,674,109 2,844,093 74,847 2,918,940 2.918.940 2.918,940 2.918,940

PayrollTaxes 520,118 - 520.118 - 520,118 520,118 520,118 (54.044) 466,074
Income Tax 1,496,612 (34,495) 1,452,117 (83,722) 1.378.395 212,349 1,590,744 1.590,744 (2,457,197) I~) (866.452)

Totat Operating Deductions 8.776,879 125,905 8,902,784 71,993 8,974,678 (323,751) 8.650,927 - 8,650.927 956,930 (4.984,455) 4.623.401

Net Operating Income 6.312.859 (52,593) 5.260.266 (127.644) 5.132.622 323.751 5,456,373 166,809 5.623.182 (956.930) ($2,789,349) 1.876,902

(1) Pro Perma Income Taxes calculated as follows:
Total pro torn,a reduction in ccerativs eocevsos 2,630,920
Total Prolorrna Revenue decrease $9,020,414
Total Protorora NOl botere income tao (6.203,4761 __________________

39.81% (2.457,1971

‘Negatrue Income Taaos 041150 offset by taxes on adddcval revenuvs Iron, revenue doffcirrncy per Schedule A.

121 Av,ortcrat,xn Expense anu.vc,aled eatS City Eminent Ovvraiv Cost Rncouery over 30 peers

131 Elirrunote Ocpreuason Expensns to, Equity related assets bou9ht by COy 00
Cr)

(4) Ebmivale Entire tIARA Mrcrlizat,uv Expense Attributable lx Equity-Related Assets Acquired by Coy

PWW @5.7%



Proposod Sott)ornont
Pnnn.ohook Wants Works no Sobodrdo I

Pro Forms. Adjusinronts so Not Ooor09oa Irroomo Attochmoflt A
For Tbo Twoivo Months Ersdod Doonorbor 39, 2059 Paso I

Nashua Aooujsjt)on
9(1 612011

CBFRR CBFRR
Pro Form Pro Form

Adjostmonts Ad105tnronts

To r000002n ad,05tment o) toed arena) connect
requ)rer001t to meet Cc)9 Borcd cbhaoton

Tota) COY Pond 5152,059.805
Pond 61)01051 Rate 1.70%

Bond Pored 30 cr°
50c000ffatod pro nato for Cd9 Pond based On a
constant payment altO a constant bond raIn
Cotoatato4 as PsOowal

PWW Pro Rota Shorn 0135,403,240
Loss Rate Stab4coat)on Ro500an $0000,000

P90W Pro Rota Share SorrOW 100.00%
Loss PWW Pro Rota Snore of Rate StaO)tharion )losrrraa $5,500,000

Lens Coy Prncnnrn DomaIn Cost Rooovory 50
Tota) P52W Pro Rota Share tot C6PRR(MARA 5120.453,280

6000 Interest Rate 170% ________________
OorrdPerlod 30 yrs $9,034,414

Pro Rant Ca!csdat,orr asfor’tosos
P90W & Soulhw006 EqU4y (613112011) $ 56,677,957 87,74%
PEst Equ0y (6)31)2011) 0’ 6.847954 10.60%
PAC Equity (8)3112011) S 1.071.318 166%

564,597,259 100 00%

P52W 6 Soothw006 % COPRR based on pro rant Waity 87,74% 0133,403,260
PEst % C0FRR based on pro ,ata oq~ioy 10.60% 016.124,105
PAC So C6FRR based on pro rota equhy 1 64% 02.522.512

Totot Coy Bond 100,02% 5152,068.605

Admrnistratrvo and Onoorat
00mm S (238,590)
Ottroers $ (733,000)
CoyAppo61tedCEO S 200.000 S (771,096)

Bonus’
66mm 5 (7,020)
OttccerS 5 (36,520)
City Appnrnted CEO 5 15,020 (26,500)

Coy A~podnted
Roduobon CEO

PenSion 5 (153,020) S 6,175 5 (146.825)
.191 K 5 (24,694) 5 6,000 S (18,694)
610600) S (62,522) S 5,457 S (77,045)
Dental $ (5,232) S 501 5 7,651)
Droop UlelDcsabitrty S (3.909) S 551 5 (3,205)
O7coer’sLite 5 (10,281) 5 3,760 5 (6.521)
Lorl5 Term Care $ (6,357) 5 1.495 2 (4,609)
PoyrotTooes 5 (55,830) 5 1,595 5 (54,044)
Trainingntdooatronat Seminars 5 (17,570) S ‘ 5 (17,570) $ (335,557)

55050555,&Cnn000tcons 5 (19,520)

~&5t.Ma0oo,403ntVehfo: S (1,000)

Memnborsbips’ 5 (22,406)
Tota)Adrrrinistratno and Gnnnral 5 (1,179,659)
LossPayro(Taoos S 04.544

Toed 0dm inistoa,treo and Gonaral S II 126.626)

PWW 505.7%

So Coy of Nashua Acqanirron 01 Ponnahun’n Corpomutdon
Docket No OW 11.024

Errrbt BJH (2nd Supp)’l
Pa5r 40(9



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

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

Proposed Settlement
Pannichuck Water Works Inc Schedule I

Pro Forms Adjustments to Net Operating Income Attachment A
For The Twelve Months Ended December 31 2009 Page 2

Nashua Acquisition
911512011

Pro Forma
Adjustments

Management Fee
Allocation from Corporate

Professional Fees & Services (132.339)
D&O Insurance (86.479>
Annual Report Cost (24,965>
Auditors/SEC Legal Expense (210,888)
Corp Governance Legal/AST (32,053>
Directors Fees & Mtgs/Corp Secy (25.052>
EDGAR F1IingINASDAQ & Other (74,427)
% to PWW 74,90% 5 (586.203) S (439,066)

Allocation to Affitidtes
Salaries >771.596>
Bonus (28,500>
Benefits (336,507)
Meetings & Conventions (19,600)
Senior Management Vehicle (1,000)
% to Affiliates 2630% (1.156,203) S 304.081

Total Management Fee $ (134.985)

Note:
Management fee allocation based on current percentage allocation.

Depreciation Expense
To eliminate deprecialion expense for equity related assets
purchased with City Bond as part of the closing transaction 54153016 (1) _________________

at a composite depreciation rate of 2.8%. 2,80% S (1,516,284)

Amortization Expense
To provide for amortization expense on City Eminent Domain
Costs as follows:
City Eminent Domain Costs so _________________

Amortization Period years 30 $ -

Amortization Expense
To provide for amortization expense attributable to Si 28.453,268 (SCh 1, Ath A, Pg 1) $71,775,281
MAltA based on rate and principal payment 56,677.987 (Sch 4) 30 _________________

Year One Amortization Expense $71,775,281 5,70% 5956.930

Income Taxes
To record income taxes as a result of pro forma $ (2,457,197)
adjustments to income statement.

FINAL RATE ORDER NOI ADJUSTMENTS _____________

To record final adjustments to Net Operating Income S (166,809)
as approved in Rate Order OWIO-091 L()C,,

PWW @ 5.7%



Re: Cdy of Nashua AcquisitIon of Pennichuck CorporatIon
Docket No. OW 11.026

Errhlbrt BJH (2nd Supp)-1
Page 6 of 9

PENNICHUCK WATER WORKS,INC.
COMPUTA1’ION 01’ RATE BASE

For The Thirteen Months Ended l3nce,nber 31, 2009

Proposed Settlement
Schedule 2

Nashua Acquisition
Pro Forma Adjustments

9)15(2911

1 Includes tIle elimination 01 MARA

(03
cv)

Description

0W10.091. STAFF 3-IS LESS EMINENT DOMAINDWIO-091. OCA 3-1

COMBINED COMBINED PRO Final Rate CITY
12 MONTHS WITH WITHOUT ADJUSTMENTS PRO FORMA NASHUA PRO FORMA NASHUA

PROPOSED DATA STEP INCREASE TEST YEAR & FORMA S STEP FinalPROPOSED EMINENT SouthwOOd Order
REQUESTS PRO FORMA STEP PRO INCREASE Adjustment FOR PWWS PRO ACQUISITION RATE BASE FORADJUSTMENTS DOMAIN COSTS Assets OW 10-091 &

ADJUSTMENTS ADJUSTMENTS FORMA TEST FORMA TEST DW 10-091 RATA SHARE OF ADJUSTMENTS P84W12131109 RECOVERYYEAR VEER Southwood MARA

CBFRR APPROACH WIMARA

Pro Fenma
Test Year

Plant in Service 153,697,293 (421,240) 153.266.047 3,904,450 157,178,503 157,170,505 157,1(8.5113
Adjustment to Rate Base per F,na) Rate Orsier (3.562.467) 2.924.971 (1,037,496)
Accum Deprec 30.2611.317 (7.088) 38,252,428 (30,477) 38.215.952 38.219.952 30.210,952

Accum Doprec: Loss 4.050.370 . 4.050376 2.277 4.052.653 4.052,653 4,052.653
Accum Deprec’ COR 1708176 - 1.708.176 180,703 1,893,969 1,893,969 1,893,969
Theoretical Reserve 002.900 . 882,900 - 082.900 882,900 002,800

Acqaistion Adjustment 844.905 . 844,905 - 044.905 844,905 664,005
AccumAmortAcqAdj 286.522 286,522 - 296,522 296,522 286,522

Municipal AcquisitiOn Regulatory Asset (MARA) - - - - - - - -
Accum Amnrt MARA Adt , . - . , .

dEC 26,899,154 - 26,898,15-I - 26,898.15’ 26.898.154 26.898,154
AmOIIOICIAC 4,037,526 - 4,537,526 - 4.037,526 4,037,526 4,037.526

98,659,417 (413,358) 98,246,059 4,129,003 182.375,062 - 182.375,062 (3,562.487) 2,524,971 101,337,666

ADO.
WOdliog Cup 1,296,371 (9,203) 1.287.168 6,874 1.294,042 1.294.042 1,294.042
Materials S Supplies 825,124 . 825.124 - 825.124 825,124 825,124
PrepaldEopretses 391.159 - 391,159 - 391.159 391.159 391,159
Prepuid Property Tunes 55,045 - 55.545 ‘ 55.545 85,045
Prepaid Income Tunes - - ‘ -

015818 Deferred Charges — 12.529,973 (11.438) 12.518.535 - 12,516,535 (4,824,907) 7.693,628 7.693.628
15,098,172 (20,641) 15,077,531 6.074 15,084.605 (4.824.907) 10,259.497 10.259,497

DEDUCT:
Custemer Advances 54,000 - 54,000
Customel deposits & 010cr 139,756 . 138,756
Deferred Income Tan 12,920,917 - 12,920,917
Deterred Tao Liabrlrty 055,191 055.191
Uoamort )TC 784.440 - 784,440
Deferred Rental Credits 105,550 - 105,550
Unfunded FAS 106 and 158 Costs 1.135.240 - 1,135.245

16.024,099 - 16.024.099
TOTAL Rate Base 97,733,498 14339991 97.299.491
DEDUCT: Equity Relufert Assets • MARA
ADO: City Eminent Domain Cost Recovery

71,775,281

71,775,281

Total Rate Base

157.1 70,503
(1 .037,486)
38,21 5,952

4,052.653
1,893,969

882,900
544.085
296,522

71,775.281

26,898,154
4,037,526

173,112.647

(155,433) 1.138,908
825.124
391,159

55,545

7.693,628
(155.433) 10,104,064

84,000
138.756

12.920.917
855.191
784.440
933,550

1.135.245

97733,480

- 84,000 84,008 84,000
- 138,756 138,756 138,756

12,920,917 12,920,917 12,920,917
- 855,191 856,191 885,191

784,440 784,440 784,440
828,008 933,550 533,550 933,550

- 1,135,245 1,135,245 1,135,245
828.000 19,852,099 - 16,852,099 10.052.895

3,307,677 100,607,368 14,824,9071 85,782,461 13.9s.1Abf I 2,524,971 94.744.965

1433,9991 97,299,491 - 3,307,877 100,607.398 14,624,997)

__________________ - 16.852,099

. , - . - 71778,281 (155,4331 169,364,812(120.453,268) 1 (128.453,268)

IS SOS .1071 2.024.971 94,744,9E5

5.000.000 5.000.000
42,911,544

P%W @ ~.7%



Pennichuck Water Works Inc
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December 31, 2009

Final Adjustment
DW 10-091

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

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

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9115/2011

CBFRR
WI MARA

Pro Forma
Adiustments

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

(1,260,610)
12.33% $ (155,433)

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

To deduct all equity value associated With MARA

Total Equity Deduction

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

$ (56,677,987)

S (71,775,281)

$ (128,453,268)

Less: Rate Stabilization Reserve (Schedule 4)

PWW Pro Rata Share
Total PW)N Pro Rata Share for City Bond

$5,000,000 (1)
100.00%

$ 5,000,000

(1) Pro Rata Calculafion as follows:

Rate Base
PWW (DWI0-091, Per Final Order>

PEU (As of 12/31/2009)

PAC (Dw1O-091, Per Final Order)

$ 56,677,987 100,00%
$ 6,847,954 0.00%
S 1,071,318 0.00%

S64,597,259 100.00%

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

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

S (3,562,467)

$

C’)

PWW @ 5.7%



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

Exhibit BJH (2nd Supp)-1
Page 8 of 9

Proposed Settlement

Pennichuck Water Works, Inc. Schedule 4
Overall Rate of Return Pro Forma Adjustments

911512011

For the Twelve Months Ended December 31, 2009

NASHUA ACQUISITION - CBFRR
DW1O-091, OCA 3-1 Component Weighted

Filed Final Rate MARA RSF CBFRR Adjusted Component Cost Average
Capital Component Amount Adjustment Order Adjustment Adlustment Adjustment Amount Ratio Rate Cost Rate

Long-term Debt S 51855007 $ (2301,100) 5 49,553,907 S 49,553,907 100.00% 6.04% 6.04%

Short-term Debt - - - 0.00% 0.00% 0.00%

Preferred Stock - - - 0.00% 0.00% 0.00%

Common Equity 56677987 S 56677 987 $ 71 775 281 $ - $ (128 453 268) S 0 00% 7 19% 2 0 00%

Overall Rate of Return $ 108,532,994 $ (2,301,100) $ 106,231,894 $ 71,775,281 $ - $ (128,453,268) $ 49,553,907 100.00% 6.04%

Final Rate Order - DWIO-091 7.98%

CBFRR Pro Forma Adjustment -1.95%

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

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

Go
C,)

PVWV ~5.7%



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

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

Pennichuck Water Works Inc
Proposed Adjustments to Rate of Return

For The Twelve Months Ended December 31, 2009

Schedule 4
Attachment A

Pro Forma Adjustments

Reference
Staff 2-22 SRF Step Additions Debt

Oriqina~ Revised
2,424,100 123,000

Outstanding Debt
Funded

Funded
Effectve Rate

5.94%

Proposed Adjustment $ (2.301.1 00~

6.04%

0)

Original Filing

SRF Step Additions Interest

Revised Debt and Interest

All In Annual
Cost
3,077,604

3.728% 90,370

$ 51,855,007 $

(2,301,100)

4,585 (85,785)

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

Pww @ 5.7%



PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule A

9115/2011

City Bond Fixed Revenue Requirement
______ (CBFRR)

TEST YEAR
PRO FORMA

ADJUSTMENTS
(1) (2)

COMBINED PROPRO FORMA TEST
FORMA TEST

YEAR
YEAR

CITY OF NASHUA
ADJUSTMENTS

FOR CBFRR
APPROACH

CITY OF NASHUA
REVENUE

REQUIREMENT

Consolidated Rate Base

RATE of Return

Income Required

Adjusted NOt

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues (2)

Proposed Revenue Inc

7.60%

$ 1,439,244

$ 911,114 $

$ 528,130

60.39%

$ 874,532

$ 5,944,734 $

14.71%

14,290,910 $

7.60%

$ 1,086,109 $

(177,830) $ 733,284 S

$ 352,825 $

60.39%

$ 584,244 $

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

10.34%

14,290,910 $ (6,879,610) $

7.60%

1,086,109

733,284 $

352,825

60.39%

584,244

5,649,492

10.34%

7411,300

4.67%

346,108

294,044

52,064

60.39%

86,213

4,515,447

1.53%

$ 4,601,660

$1,134,045

$ 295,242

$ 6,030,947

$ 18,937,424 $ (4,646,514) $

-2.93%

$

(439,240) $

$

$

$

Total Revenue

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

ADD: NC Capital Surcharge Revenue

Total Revenue:

S 6,233,736 $ 6,233,736

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

$ 295,242

$ 6,528,978

C

PEU © 5.7%



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

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

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

9/15/2011

Pro Forma
Adjustments

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

Total City Bond $ 152 099 885
Bond Interest Rate 5.70%

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 Rate Share $ 16,124,105 (1)
Less: Rate Stabilization Reserve $ 5,000,000

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

Total PEU Pro Rata Share for City Bond $ 16,124,105
Bond Interest Rate 5.70% ______________

Bond Period 30 yrs $1,134,045 (2)

Notes:
(1) Pro Rata Calculation as follows:
PWW & Southwood Equity (8/31/2011) $ 56677987 8774%
PEU Equity (8/31/2011) $ 6847954 10 60%
PAC Equity (8/31/2011) $ 1 071 318 1 66%

$ 64,597,259 1 000D%

PWW & Southwood % CBFRR based on pro rata equity 87.74% $ 133,453,268
PEU % CBFRR based on pro rata equity 10.60% $ 16,124,105
PAC % CBFRR based on pro rata equity 1.66% $ 2,522,512

100.00% $ 152,099,885

(2) Any income taxes on revenues will be offset by deductions for interest expense on City Bonds
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 Rate Share 10.60%

PEU Pro Rate Interest Benefit $ 919,074

PEU @ 5.7%



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

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

PENNICHUCK EAST UTILITY, INC.
OPERATING INCOME STATEMENT

For The Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule I

Nashua Acquisition
Pro Forma Adjustments

9115/2011

CBFRR APPROACH WIMARA

PENNICHUCKAccount
EAST UTILITY,

Number
INC.

CITY OF NASHUA
ADJUSTMENTS

FOR CBFRR
APPROACH

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

Water Sales
Other Operating Revenue

Total Revenues

Production Expenses

Transmission & Distribution Expense
Customer Acet & Collection Exp

Administrative & General Expense

Inter Div Management Fee

Total Operating Expense

Depreciation Exp/Acq Adj (Credit)
Amørtization Expense: CIAC
Amortization Expense: MARA
Amortization Expense
Amort Utility Plant Adj

Taxes Other Than Income Tax
Income Tax

Total Operating Deductions

Net Operating Income

461 & 462 $ 5,005,656 S 939,078 S
471 32,269 8,691

601 to 652
660 to 678 &

926.1
902 to 004

920 to 950

g30

403/406
405

407
406

408.1
409 to 410

5.037,925

(295,242) $ 5,649,492

40.960
($1,134,045) S 4,515,447

40,960
$ (1,134,045) 4,556,407

1,358,356

490,077
182,064

123,521

Notes:

(1) Eliminates the depreciation and amortization expense associated with North Country Capital Recovery Surcharge.
(2) Pro Forma Income Taxes calculated as follows:
City Bond Revenue Requirement S (1,134,045)

Reduced operating expenses and deductions S 406,708

NOt proforma adjustments before income taxes $ (727339)

Income Taxes 39.61% S 1288,099)

Negative Income Taxes will be offset by taxes on additional revenues from revenue detlciency per Schedule A.

(3) Eliminate Depreciation Expenses for Equity related assets bought Out by City

(4) Eliminate Entire MARA Amortization Expense Attributable to Equity-Related Assets Acquired by City

Pro Forma COMBINED
North Country

Adjustments (1) TEST YEAR

CITY OF
NASHUA

MARA
ADJUSTMENT
PER BOOKS

947,769 (295.242) 5,690.452

221,083 1,358,3561,137,272

329,977
140,501

96.772

160,100
41,563

26,749

490,077
182,064

123,521

1,261,843 292,644 1,554,487 (256,736) 1,297,751

2,966,366 742,139 - 3,708,505 - (256,736) 3,451,769

579,015 122,593 (111,791) 589,817 (149,970) (3) 439,847

(157,454) (11,864) 382 (168,936) (168,936)

5123,672 (123,672) (4) -

58,728 6,776 (6,003) 59,501 59,501

467,122 76,384 543,506 543,506
305,688 (80,913) 224.775 (288,099) (2) (63,324)

S 1,253,099 $ 112,976 $ (117,412) S 1,248,663 $ 123,672 $ (561,742) $ 810,594

S 818,460 $ 92,654 $ (177,830) $ 733,284 $ (123,672) $ (315,568) $ 294,044

04

PEIJ © 5.7%



Rn: C:ty of Nashoo Acqois4:un of P000ichock Corporation
Docket No. OW 11-020

Eoh:b:t BJH (200 Sopp).2
Page 4017

PENNICH0CK EAST UTILITY, INC.
Pro Forma Adjustrnenrs to Net Operating Income
For The Twelve Months Ended December 31, 2009

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

Totat City Bond
Bond tnteresl Rate

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

P60 Pro Rota Share
Less: Rate Stabilization Reserve

P60 Pro Rata Share (Sen 3, Attach A)

Total P60 Pm Rata Share for City Bond
Bond Interest Rate

Bond Penod

.5 152,099,885
5.70%

3OP’

$ 5.000.000
0.00%

S 16,124,105

S t6,124.tOS
5.70%

30 yrs.

Proposed Settlement
Schedule 1

Attachment A
Nashua Acquisition

911512011

Pro Forma
Adjustments

5 1,134,045

nwu’c 6 000tnwnott equIty (013112011)
P60 Equity (8131/2011)
PAC Equity (813112011)

P05W 0. Soutnw006 05 CBFRR based on pro rota equity
P60 05 CBFRR based on pro rota eqolty
PAC % CEFRR based on pro rota eqoity

2 Management Fee
Allocation (mm Corpceate
Protessional Fees & Services
00.0 InsoranCe
Annual Report Cost
AuditorslSEC Legal Eupense
Corp Govemance Legal/AST
Directors Fees & MtgslCorp Secy
EDGAR Filing/NASDAQ & Other
05 Allocation to P60

Allocation (ron, P60W
Salaries
Bonus
Benellts
Meetings & Conventions
Senior Management Vehicle
05 Allocation to P60

3 Amortization Enpense
To provide fur amortization expense att060table to
MARA based on rate and principal payment
Year One Amnttizatioo Expense

4 Depreciation Expense
To eliminate depreciation eopense fur equity related
assets purcoased with City bond as part ot the clos’mg
transaction ata compOsite deprnciatiun rates of 2.19%.

5 Income Taxes
To record Income loves as u result ut pro furma
adjustments to income statement. loot, It

Note:
Managnmont too uttooat,oe bused occurrent porooetago attonahon.

67.74% S 133,453,268
10.60% $ 16,124,105

1,66% S 2,522,512
100.00% $152,099,885

(132,229)
(06,479)
(24,965)

(210,008)
(32,053)
(25,052)
(74,427)

t5.00% S (506,203)

(771,596)
(28,500)

(336,507)
(19,600)

(1.000)
14.60% (1,156,203)

$ 18,t24,105 10061, Alt, Al $ 9,276,151
6.847,954 )Sctr.t( 30

$ 9276.151 5.70%

S. 6,847,954 Isdi 01
2.19%

S (727,339)
3961%

$ 56.677,967
S 6,847,954
$ 1,071,318

64597290

87.74%
10.60%

1,66%
100.00%

O (87,930)

$ (160,806)

$ (256,736)

$123,672

S 149,970

$ 1288,699)

Cr)

P60 @5.7%



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

Exhibit BJH (2nd Supp)-2
Page 5of7

PENNICHUCK EAST UTILITY, INC.
COMPUTATION OF RATE BASE

For The Twelve Months Ended December 31, 200

CBFRR APPROACH WIMARA

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

911512011

Description
Plant in Service
Accum Deprec

Acoum Deprec: Loss
Accum Deprec: COR

Acquisition Adjustment
Accum Arnort Acq Adj

Municipal Acquisition Regulatory Asset (MARA)
Accum Amort MARA Adj

CIAC
Amort of CIAC

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

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

2,063
3,288,402

85,574
3,376,039

13,631,630

2,065
3,874,044

85,574
3,961,683

14,290,910

CITY
ADJUSTMENTS
FOR PEU’S PRO
RATA SHARE OF

MARA

PRO FORMA
NASHUA

ACQUISITION
ADJUSTMENTS

2,065
3,874,044

85,574
3,961,683

23,535,405
(16,124,105)

7.411.300

PENNICHUCK
EAST UTILITY,

INC.
North Country

Pro Forma
Adjustments

(1)

COMBINED TEST
YEAR

PRO FORMA NASHUA
RATE BASE FOR PEU

$ 38,774,582 $ 5,705,899 $ (4,550,906) $ 39,929,575 $ 39,929,575
7,781193 294,504 (271,782) 7,803,915 7,803,915

927,493 192,960 (272,509) 847,944 847,944
30,401 87,138 117,539 117,539

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

9,276,151 9,276,151

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

16,038,740 5,670,916 (4,537,960) 17,171,696 9,276,151 - 26,447,848

365,753 91,506 457,259 (31,656) 425,603
- 925 925 925

90,684 10,403 101,087 101,087
512,492 117,688 (108,554) 521,626 521,626
968,929 220,522 (108,554) 1,080,896 - (31,656) 1,049,241

2
585,642

585,644

5,305,794

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

(2> Includes Elimination of MARA

TOTAL Rate Base $ $ $ (4,646,514) $ $ 9,276,151 $ (31,656) $
DEDUCT: Equity Related Assets $ (16,124,105) 2 $
ADD: Rate Stabilization Cash Reserve $ $
TOTAL Rate Base $ 13,631,630 $ 5,305,794 $ (4,646,514) $ 14,290,910 $ 9,276,151 $ (16,155,761) $

PEU @ 57%



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

For the Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

9115/2011

Pro Forma
Adjustments

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

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

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

$ (6,847,954)

To deduct all equity associated with MARA

Total Equity Deduction

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

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)

$ 56,677,987 100%
$ 6,847,954 0%
$ 1,071,318 0%
$ 64,597,259 100.00%

$ (9,276,151)

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

$ (16,124,105)

$

PEU @ 5.7%



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

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

Proposed Settlement
PENNICHUCK EAST UTILITY, INC. Schedule 4

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

9/15/2011

NASHUA ACQUISITION - CBFRR

Weighted
Pro Forma Test MARA RSF CBFRR Adjusted Component Component Average

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

Long-term Debt $7,856,291 $7,856,291 100.00% 4.67% 4.67%

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

Preferred Stock - $0 0.00% 0.00% 0.00%

Common Equity 6,847,954 $ 9,276,151 $ - $ (16,124,105) 1 - 0.00% 7.19% 2 0.00%

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

Authorized ROR 7.60%

Proposed Adjustment -2.93%

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

shall be equal to (i)the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate 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%.

(0

PEU ~ 5.7%



PITTSFIELD AQUEDUCT COMPANY, INC.
COMPUTATION OF REVENUE DEFICIENCY

For The Twelve Months Ended December 31, 2009

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

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

Proposed Settlement
COMBINED INCREASE

Schedule A
911512011

DW1O-090, OCA 3-1
12 MONTHSPROPOSED DATA WITH

PRO FORMA REQUESTS PROPOSED
TEST YEAR ADJUSTMENTS ADJUSTMENTS

(1) 12131109

(61,125) $ 1.900,913 S

DW1O-090, STAFF 3-5

STEP INCREASE COMBINED PRO
PRO FORMA FORMA & STEP

ADJUSTMENTS INCREASE FORMA
(1) TEST YEAR

112.476 S 2,013,389 S

CITY OF NASHUA
REVENUE

REQUIREMENT

$938,196

RATE of Return

Income Required

Adjusted NOl

Deficiency

Tax Factor

Revenue Deficiency

Water Revenues

Proposed Revenue Inc

7.60%

$ 149,023

S 75,753 S

S 73,270

60.39%

S 121,328

S 607,133 S

19.98%

7.60%

5 144,380

3,595 $ 79,348 S

S 65,032

60.39%

S 107,686 S

126 S 607,259

17.73%

7.60%

152,923

75,716 S

77,207

60.39%

127,847 S

607,259

2 1.05%

7.60%

$ 152,922

1,524 S 77,240

S 75,682

60.39%

(2,525) S 125,322

S 607,259

-0.42% 20.63%

5.38%

S 50,601

$5,668

S 44.933

60.39%

S 74,405

S 429,845

12.25%

Total Revenue S 728,461 S 714,945

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

Total Revenue:

1. Adjustments shown are those required to adjust PAC’s rate base and NOl to that which was approved in the DW1 0-090 order

$ 504,250

$177,414

$ 681,664

Consolidated Rate Base S 1,962,038 S

City Bond Fixed Revenue Requirement
(CBFRR)

1FinaI Final Rate CITY OF NASHUAADJUSTMENTS
Adjustment Order FOR CBFRR
DW 10-090 DW 10-090 APPROACH

(7) S 2.013,382 ($1,075,185)

S

(3,632) S

S

20,161 S

-S

3.32%

-2.20%

($71,573)

S 735,106 $ 732,581

PAC @ 5.7%



Re: City of Nashua Acquisition of Pennichuck Corporation
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PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Net Operating Income
For The Twelve Months Ended December 31, 2009

Revenue
1 To recognize adjustment of fixed annual revenue

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

$ 152,099,885 (1)
5.70%

30 yrs

Proposed Settlement
Schedule A

Attachment A
Nashua Acquisition

911512011

Pro Forma
Adjustments

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

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

Notes:

S 5,000,000
0 00%

S 2,522,512

So
$ 2,522,512

5.70%
30 yrs $177,414 12)

(1) Pro Rata Calculation as follows:
PWW & Southwood Equity (8/31/2011)
PEU Equity (8131/2011)
PAC Equity (8/31/2011)

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

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

Total Interest Payment on City Bond (year one) $8,669,693
PAC Pro Rata Share 1.66%

PAC Pro Rata Interest Benefit $143,783

so

- $ 56,677,987
$ 6,847,954
$ 1,071,318
S 64,597.259

87.74%
10.60%

1.66%
100.00%

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

1.66% S 2,522,512
100.00% S 152,099,885

PAC @ 5.7%



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

8xhibit BJH (2nd Supp)-3
Page 3 of 7

PITrSFIELD AQUEDUCT COMPANY
OPERATING INCOME STATEMENT

For The Twelve Months Ended Docombor 31, 2009

Proposed Sottloment
Schedule I

Nashua Acquisition
Pro Forma Adjustments

Water Sales
Other Operating Revenue

Total Revenues

Production Expenses

Transmission & Distribution Expenses
Customer Acct & Collection Exp

Administrative & General Expense
Final Rate Order Adjustments

Inter Div Management Fee

Total Operating Expense

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

Property Taxes
Income Tax

Total Operating Deductions

Net Operating Income

Notes:
(1) Pro Forrna Income Taxes calculated as fotises:
City Bond Revenue Requirement S 1177414)
Reduced operating expenses and deductions 558,897
NOt profos’na adjustments before income taxes S (118,517)
Income Taxes 3961% S (48,9451

Negative Income Taxes wdl be offset by taxes ox additional revenues from revenue deficiency per Schedule A,

(2) Eliminate Depredation Expenses for Equity related assets bought out by City
(3) Etinrlnate Entire MARA Amoviuaiion Expense Anrihutatite to EqoityRetated Assets Acquired sy City

03

DWIO-090. OCA 3-1 OWl 0-090. OCA 3-1

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

12131)09 ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS FORMA TEST
YEAR

Final Adjustmont Final Rate Order
DW 10-090 OW 10-090

911812011

CITY 01° NASHUA
MARA

ADJUSTMENT PER
BOOKS

CBFRR APPROACH WIMARA

CITY OF NASHUA
ADJUSTMENTS FOR
CBFRR APPROACH

CITY OF NASHUA
CBFRR APPROACH

REVENUE
REQUIREMENT

12131109

S 607,133 S 126 S 607.259 5 - S 607,259 S 607,259 (S177,414) S 429,845
5,429 - 5,429 - 5.429 5,429 5,429

612,562 126 612,688 - 612,688 612,688 - (177,414) 435,274

86,392 - 56,302 - 96,392 90.392 96,392

52,376 - 52,376 - 52,376 52,376 52,376
19,953 - 19.953 - 19,953 19,953 19,953
61,371 (1,364) 60,007 - 60,007 60.007 60.007

(1,524) (1,624)

160,026 (238) 169.788 - 159,768 159,788 (31,364) 128.424

380.118 (1,602) 378,516 - 378,516 (1,524) 376.992 - (31,364) 345,628

86,086 - 86,086 2,050 88,136 88,136 (27,533) (2) 60,603
(24,146) - (24.146) - (24,146) (24,146) (24,146)

19,348 (19,348) 131 -

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

81,437 (4.225) 77,212 ~ 81,178 81,176 81,176
8,857 2,358 11.216 (2.382) 8,833 8,833 (46,945) )1) (38,111)

156,691 (1,867) 154,824 3,632 158,456 - 158,456 19,348 (93,825) 83,979

S 75,753 $ 3,595 $ 79,348 $ (3,632) $ 75,716 S 1,524 $ 77,240 S (19,348) ($62,22S) $6,668

PAC @5.7%



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

Proposed Settlement
Schedule 1

Attachment A
Nashua Acquisition

911512011

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

Oxh,bil 8.11-I (2nd Supp)-3
Page 4 xl?

P51W & Southwood % C8FRR based on pro rats equity
P80% CBFRR based on pro rats equily
PAC % CBFRR based on pro rata equity

2 Management Fee
Allocation from Corporate
Professional Fees & Services
080 Insurance
Annual Repnrl Cost
AuditorsiSEC Legal Eopense
Corp Govewance Legal/AST
Directors Fees S Mtgs/Cnrp Secy
EDGAR F1IngINASOAQ & Other
% Allocation In PAC

Allocation (mm RMrV
Salaries
Bonus
Beoehts
Meetings & Convenhons
Senior Management Vehicle
% Allocation 10 Pac

Total Management Fee

3 Depreciation Expense
To eliwinale depreciation expense fnr equity related ossnts
purchased with City Bond as part of clnsing transaction
at a composite depreciation rate of 2.57%.

4 Amortization Expense
To provide for amortization expense attnbotable to
MARA based on raId and principal payment
Year One Amortization Enpense

5 Income Taxes
To record income taoes as a result xl pro forma
adjustments 10 income slatement.

sew: ‘Mnnagemeet (en uticoaxon tusea on xuffent percentuge tiiocatixn.

Revenue
1 Tn recognize adjustment xl hood annual rexenue

requirement Is meet City Bond obligation.
Tolal City Bond

Bond Interest Rate
Bond Period

Calculated pm rate for City bond based ova
0000lonl payment and a constant bond rate.
Calculated as foiieu’st

FAG Pro Rats Share
Less: Rate Stabilization Reserve

PAC Pro Rate Share (Sch IA)

Total PAC Pro Rata Share for City Bond
Bond Interest Rate

Bond Period

Pro Rate Calculation as follows:
PiNW & Sxuthw050 Equity (8131/2011)
PEU Equity (813112011)
PAC Equity (8/3112011)

Pro Fornna
Adjxstmeets

$ 152,099,885
5.70%

30 yiv

5 2,522.512
5 5.000000

‘0.00%
So

S 2,522.512
5.70%

30 ~ix ______

$177,414.86

S 56,677,987 87.74%
5 6047954 10605
S ‘1,071~318 1,66%

54,597,259 100%

87.74% S 133,453,268
10.60% S 16.124,105

1.66% S 2.522.512
1 00,00% 5152.099.005

S (132,339)
(89,479)
(24,965)

(210,808)
- (32,053)

(25,052)
(74,427)

1,80% S (586,203> S (10.552)

5 (771,596)
(28.500)

(335.507>
(19,600)
(1,950)

1,80% 5(1,158,203) S (20,812)

5 (31,364)

5 (1,071,316> ____________
2,57% 5 (27,533)

S 2.522,512 (Sd 1.AI6A, Pg 1) S 1,451.184
1,071,318 (Sob 4) 30 __________

S 1,451,194 5.70% 5 19,348

S (118,517) ____________

38.61% 5 (46,946)

0
La,

PAC 1815.7%



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

Exhibit BJH (2nd Supp)-3
Page 5 of 7

PITTSFIELD AQUEDUCT COMPANY
COMPUTATION OF RATE BASE

For The Thirteen Months Ended December 31, 2009

Proposed Settlement
Schedule 3

Nashua Acquisition
Pro Forma Adjustments

911512011

OWl 0-090. OCA 3-1 OWl 0-090, OCA 3-1 CEFRR APPROACH WIMARA

Description
Plant in Service
Adjustment to Rate Base per Final Rate Order
Accum Deprec

Accum Deprem Loss
Accum Deprec: CON

Municipal AcquisOon Regulatory Asset IMARA)
Accum Amort MARA Adj

CIAC
Amort of CIAC

ADD:
Working Cap
Materials & SupplIes
Prepaymente
Other & Deferred Charges

DEDUCT:
Customer Advances
Customer Deposits
Deferred Income Tax

TOTAL Rate Ease
DEDUCT: Equity Related Assets
ADO: Rate Seahilci-ation I’cch Rnnnr,.,n

PRO FORMA
NASHUA

ACQUISITION
ADJUSTMENTS

S

Pro Forma
Test Year

3.846825

12 MONTHS WITH COMBINED PROPROPOSED DATA STEP INCREASE
PROPOSED FORMA & STEP

REQUESTS PRO FORMA
ADJUSTMENTS INCREASE FORMAADJUSTMENTS ADJUSTMENTS

12131109 TEST YEAR

CITY

Final Adjustment Final Rate Order ADJUSTMENTS
OW 10-090 DW io-ooo FOR PWIN’S PRO

RATA SHARE OF
MARA

PRO FORMA
NASHUA RATE

BASE FOR PWW

S - S 3,846,825 S 114,526 S 3,961,351 5 3,961,351 S 3,961,351
(7) (7) (7)

1.036,132 1,036.132 2050 1,038,182 1,038,182 1,035,182
114,504 114,504 - 114,504 114,504 114,504

406 406 - 406 403 406
- 1,451,194 1,451,194

1,148.636 1,148,636 - 1.148,636 1,148,636 1,148,636
256,418 258,418 - 256,418 256.418 256,418

S 2,033,385 S - $ 2,033,385 S 112,476 5 2,145,881 S (7) S 2,145,854 S 1,451,194 $ - 5 3,597,054

111,754 (61,125) 50,629 - 50.629 50,629 (3,867) 46,762
588 588 - 588 588 588

7.797 7,797 . 7,797 7,797 7,797
3,505 - 3.505 - 3.505 3.505 3,505

5 123.644 $ (61,125) S 62,519 5 - S 62,519 S - S 62,519 $ - S (3,867) S 58.652

. - - . - So
- - . . - So

194.991 194.991 - 194,991 194,991 5194,991

S 194,991 $ - S 194.991 5 - S 194,991 $ - $ 194,991 $ - $ - 5 194,991

S 1,962,030 S (61,125) 5 1,900,913 S 112,476 $ 2,013,389 S (7) S 2,013.382 S 1,451,194 S (3,867) $ 3,460.715
- - (2,522,512) 1 (2,522,512)

1. Includes the ebmination ot MARA

Total Rate Base: S 1,962,038 S (61,125) S 1,900,913 S 112,476 S 2,013,389 5 (71 S 2,013,382 5 1,461,186 S (2,626,379) S 938,203

PAC @5.7%



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

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

PITTSFIELD AQUEDUCT COMPANY
Pro Forma Adjustments to Rate Base

For The Twelve Months Ended December31, 2009

Proposed Settlement
Schedule 3

Attachment A
Nashua Acquisition

911512011

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 rata share of assets associated with
commom equity to be purchased by City Bonds at
closing.

(331364)
12 .33%

Pro Forma
Adjustments

$ (3,867>

$ (1.071~318)

To deduct all equity value associated with MARA $ (1,451,194)

Total Equity Deduction

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

$ (2,522,512)

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

(1) Pro Rata Calculation as follows:
Rate Base

PWW Rate Base (DW1O-091, Per Final Order)
PEU Rate Base (12/3112009)
PAC Rate Base (DW10-090), Per Final Order)

S 56,677,987 10000%
S 6,847,954 000%
$ 1,071,318 0.00%
S 64,597,259 100.00%

L~)

PAC @ 5.7%



Re: City of Nashua Acquisition of Pennichuck Corporation
Docket No. OW 11-026
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Pittsfield Aqueduct Company, Inc.
Overall Rate of Return

For the Twelve Months Ended December 31, 2009

Proposed Settlement
Schedule 4

Nashua Acquisition
Pro Forma Adjustments

9/1512011

DWI 0-090

Pro Forma Test
Capital Component Year

Long-term Debt 776,850

Short-term Debt 255,038

Preferred Stock -

Common Equity 1,071,318

Overall Rate of Return $ 2,103,206

MARA RSF
Adjustment Final Rate Order Adjustmemt Adjustment

776,850

255,038

1,071,318 S 1,451,194 $0

NASHUA ACQUISITION - CBFRR

CBFRR Component Component
Adjustment Adjusted Amount Ratio - Cost Rate

$ 776,850 7528% 7.00% 5.27%

$ 255,038 24.72% 0.50% 0.12%

$ - 0.00% 0.00%

$ (2,522,512) 1 $ - 0.00% 7.19% 2 0.00%

Original Filing 7.60%

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

shall be equal to (i) the most recent 12-month average of thirty-year United States Treasury bond
interest rates as derived from the Federal Reserve Statistical Release, H.15(519). “Selected Interest
Rates”, or a successor or equivalent publication, including the interest rate published on, or as close as
possible after, a date four months following the proposed effective date of proposed changes in the
utility’s rates as set forth in the rate filing, plus (ii) 3.0%. As an example, the 12-month average including
September 2011 was 4.19%, so the formula allowed ROE would be 719%.

Proposed Adjustment -2.20%

C’)
IL)

Weighted
Average

Cost Rate

$ 2,103,206 $ 1,451,194 S - $ (2,522,512) $ 1,031,888 100.00% 5.39%

0.00%

PAC ~ 5.7%


