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I. INTRODUCTION 1 

Q. Would you please state your name, address and position with Pennichuck Water 2 

Works, Inc.? 3 

A. My name is Larry D. Goodhue.  My business address is 25 Manchester Street, 4 

Merrimack, New Hampshire.  I am the Chief Financial Officer of Pennichuck Water 5 

Works, Inc. (“PWW”).  I have been employed with PWW since December, 2006.  I also 6 

serve as Chief Financial Officer, Treasurer and Controller of PWW’s parent, Pennichuck 7 

Corporation (“Pennichuck”). 8 

Q. Have you provided written testimony in this proceeding? 9 

A. Yes, I provided written testimony in this proceeding dated May 15, 2014. 10 

Q. What is the purpose for this supplemental testimony? 11 

A. The purpose for this supplemental testimony is to provide additional and updated 12 

information and documents relating to the financing transactions described in my earlier 13 

testimony in this docket. 14 

Q. How does this supplemental testimony impact your original testimony? 15 

A. This testimony supplements my original pre-filed testimony and does not replace it, 16 

except where I expressly indicate later in this supplemental testimony. 17 

Q. Why are you providing this supplemental testimony? 18 

A. As indicated in my original pre-filed testimony, there were several aspects of PWW’s 19 

integrated capital financing plan that were not determined at the time I filed the original 20 

testimony.  These aspects included: 21 
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 whether to issue $5.1 million of taxable debt in the form of taxable bonds or a bank credit 1 

facility (see my original pre-filed testimony at Bates p. 17-18, referred to as “Original 2 

Testimony at pp. 17-18” throughout this testimony); 3 

 whether to issue $19.5 million in tax-exempt “Capital Project Bonds” all at once at the end of 4 

this year, or in two tranches, one at the end of this year and a second tranche at the end of 5 

2015 (see Original Testimony at p. 21); 6 

 whether market conditions would require the implementation of credit enhancement measures 7 

to support the “Capital Project Bonds” and the “Refinancing Bonds,” such as the 8 

establishment of a debt service reserve fund or the acquisition of bond insurance, and what 9 

the relative costs and benefits of such credit enhancements would likely be (see Original 10 

Testimony at p. 26); 11 

 what the actual terms and conditions of the proposed financing transaction documents 12 

(including the bond purchase agreements and the loan and trust agreements) would be, 13 

including how the financial covenants of the new financings would change relative to the 14 

covenants of PWW’s existing debt (see Original Testimony at p. 24-25); and 15 

 what rating would be applied to the new bonds by the rating agencies, and what impact the 16 

proposed financings would have on PWW’s general credit rating (see Original Testimony at 17 

p. 25). 18 

This supplemental testimony provides additional information relative to each of these aspects 19 

of the proposed financing transactions. 20 

Q. Does this supplemental testimony address any other points? 21 
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A. Yes.  During the course of responding to data requests posed by each of the Office of 1 

Consumer Advocate and Staff, PWW identified several points of correction and/or 2 

clarification, including: 3 

 adjustments to various schedules to reflect estimated debt issuance costs based on 4 

information available as of the date of this supplemental testimony; 5 

 an adjustment to Schedule LDG-2 to reflect the amortization of the updated estimated 6 

debt issuance costs; 7 

 an adjustment to Note 1 on Schedule LDG-1, page 2 of 2, to read “Total New Debt” 8 

instead of “Total SRF Debt”; 9 

 adjustments to Schedules LDG-1 and LDG-2 to reflect an additional half-year of 10 

depreciation related to the 2013 capital additions, and a reduction in depreciation expense 11 

due to plant retirements in 2013; and 12 

 an adjustment to Schedule LDG-2 to update interest expense to conform with the amount 13 

reflected in the 2013 Annual Report to the NHPUC. 14 

This supplemental testimony also updates and clarifies these points. 15 

II. ADDITIONAL INFORMATION ON CERTAIN ASPECTS OF THE PROPOSED 16 
FINANCINGS 17 

A. Background and Additional Due Diligence 18 

Q. Mr. Goodhue, have you and others from PWW engaged in any meetings related to 19 

the proposed financings since the date of your Original Testimony? 20 

A. Yes.  PWW has conducted a number of meetings related to the proposed financings, 21 

including meetings with two bond rating agencies, a bond insurance company, and 22 

regular periodic meetings with PWW’s investment bankers and legal advisors.  In 23 
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addition, PWW has engaged in numerous internal meetings relating to this financing 1 

proposal and its structure, requirements, metrics, and required approvals. 2 

Q. What was the principal purpose for these meetings? 3 

A. The principal purpose for these meetings was to continue to refine the precise terms and 4 

conditions of the financing proposals. 5 

Q. Why were these meetings not held earlier in the year? 6 

A. Given the scope of the proposed financings and the intended closing date near the end of 7 

this year, the timing of these meetings during mid-year allows PWW and its advisors to 8 

better assess the terms and conditions that will most likely be required based on market 9 

conditions projected to exist near the end of this year at the time of actual issuance of the 10 

proposed debt.  PWW expects to continue to refine the final terms and conditions of the 11 

proposed financing transactions based on actual market conditions through the closing. 12 

B. Status of the Format for the $5.1 Million Taxable Borrowing 13 

Q. Mr. Goodhue, would you please describe the most likely format for the borrowing of 14 

$5.1 million to reimburse PWW for capital expenditures incurred in 2013?   15 

A. As of the date of this testimony, PWW is continuing to evaluate whether to borrow the 16 

$5.1 million portion of this financing plan through the Credit Facility alternative 17 

described in the Original Testimony at p. 17, or the Taxable Bond alternative.  Very 18 

recent developments in the markets for these two options have indicated that the 19 

economic consequences for PWW and its customers are roughly equivalent.  Exhibit 20 

LDG (Supp) 1 provides a framework for evaluating this decision, comparing the relative 21 

projected costs, including issuance costs and interest rate costs, of borrowing the funds 22 

under the Credit Facility to the projected costs of borrowing the funds under the Taxable 23 
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Bonds.  As indicated by the Exhibit, based on market conditions prevailing as of the date 1 

of this supplemental testimony, the comparison of the two options is roughly equivalent.  2 

Other factors that impact this decision include evaluation of which options may provide 3 

the most favorable covenant structure 4 

Q. Is it possible to provide at this time a projected range of interest rates within which 5 

you expect to be able to borrow these funds under the Credit Facility? 6 

A. As of the date of this testimony, based on discussions with its advisors, PWW projects 7 

that the interest rates for this Credit Facility will be between 4.5% and 5.0%.  As 8 

discussed in my Original Testimony at p. 18, and earlier in this testimony, these rates are 9 

subject to market changes up until the time that the Credit Facility closing occurs. 10 

Q. Do you have proposed documentation for the Credit Facility or the Taxable Bonds 11 

at this time? 12 

A. No, we do not yet have draft documents at this time.  PWW expects to be able to provide 13 

these legal documents related to the two options, in draft form, to the Commission and 14 

the other parties in this proceeding by August. 15 

C. Status of Issuance Plans for the Capital Project Bonds 16 

Q. Mr. Goodhue, has PWW made any determination yet regarding whether to issue the 17 

$19.5 million in Capital Project Bonds in one or two tranches? 18 

A. No, as of the date of this supplemental testimony, PWW has not yet made a final 19 

determination whether to issue the Capital Project Bonds in one or two tranches, or more 20 

specifically, whether to issue the entire $19.5 million in Capital Project Bonds all at once 21 

near the end of this year, or issuing $5.401 million at the end of this year to fund 2014 22 

capital projects, and then issuing the balance (to fund 2015 and 2016 capital projects) at 23 
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the end of 2015.  In making this determination, PWW must evaluate, based on best 1 

available information and projections, which option would be most likely to provide the 2 

lowest cost to PWW, and therefore, to PWW’s customers.  Key assumptions and 3 

variables in such an analysis include the relative issuance costs of the two options, the 4 

costs of escrowing funds if all bonds are issued at the end of 2014, and projections of 5 

future interest rates.  I have attached a framework for examining these differences as 6 

Exhibit LDG (Supp) 2.  As indicated in this Exhibit, based on the assumptions shown in 7 

the Exhibit, PWW (and therefore PWW’s customers) would be indifferent between the 8 

two alternatives, on a present value basis, as long as the interest rates on the bonds to be 9 

issued at the end of 2015 were no more than 33 basis points higher than the rates 10 

projected to prevail at the end of 2014.  If interest rates were higher than this “breakeven” 11 

point, however, PWW would be better off to issue all bonds in one tranche at the end of 12 

2014.  13 

Q. Based on this framework, can you offer any projection of which alternative PWW 14 

would be likely to select as the best option? 15 

A. Yes.  Based on the framework and assumptions shown in Exhibit LDG (Supp) 2, PWW 16 

currently anticipates that the best option will be to issue all of the Capital Project Bonds 17 

in one tranche at the end of 2014.  This assessment is primarily based on the assumption 18 

that prevailing market interest rates will increase over the next 18 months by an amount 19 

greater than the “breakeven” point shown in the Exhibit.  While any projection of future 20 

interest rates is, by necessity, speculative, we have based this assumption on general 21 

discussions with our investment advisors and on projections of independent third parties, 22 

such as the Congressional Budget Office. 23 
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Q. When will PWW be in a position to make a final determination between these two 1 

options? 2 

A. PWW anticipates that it will be in a position to make this final determination based on the 3 

framework set forth in Exhibit LDG (Supp) 2 in the last few weeks leading up to the 4 

closing on this overall financing plan. 5 

D. Status of Credit Enhancements 6 

Q. Mr. Goodhue, has PWW determined yet whether it will be required to implement 7 

any credit enhancement measure in the form of a debt service reserve fund or bond 8 

insurance? 9 

A. As of the date of this supplemental testimony, based on discussions with its advisors and 10 

others, PWW does not anticipate that it will be required to establish a debt service reserve 11 

fund to support the Credit Facility or the bonds to be issued pursuant to PWW’s 12 

Integrated Capital Finance Plan. 13 

 14 

With regards to bond insurance, PWW has not yet made a final decision whether 15 

obtaining bond insurance would be economically advantageous to PWW and its 16 

ratepayers.  PWW will make this final determination based on the analytical framework 17 

attached to this supplemental testimony as Exhibit LDG (Supp) 3.  As shown in this 18 

Exhibit, it appears that, based on current assumptions, the estimated benefits of the lower 19 

borrowing costs attributable to bond insurance would be greater than the estimated costs 20 

of obtaining the bond insurance.  PWW expects that it will continue to review this 21 

analysis as it receives further information concerning interest rates, other market 22 

requirements and general credit ratings. 23 
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Q. How would the determination not to implement a debt service reserve fund impact 1 

the proposed financings? 2 

A. The ability to issue these bonds without having to fund a debt service reserve fund is 3 

significant, in that PWW will not have to either borrow the extra funds needed for the 4 

reserve fund, or provide for such funding by obtaining a surety bond.  As indicated in my 5 

Original Testimony, the debt service reserve fund requirement was anticipated to be 6 

approximately $5.4 million.  PWW now expects that the significant costs related to 7 

establishing and funding a debt service reserve fund may be eliminated from the overall 8 

debt service costs of this financing plan.   9 

E. Status of Documentation for the Capital Project Bonds and Refinancing 10 
Bonds 11 

Q. Has PWW made any progress with respect to the documentation for the proposed 12 

issuance of the Capital Project Bonds and the Refinancing Bonds? 13 

A. Yes.  PWW and its advisors have been engaged in discussions with the underwriters and 14 

the New Hampshire Business Finance Authority, and their representatives, since the date 15 

of my Original Testimony.  In the course of these discussions, we have exchanged 16 

proposals with respect to the form of the Bond Purchase Agreement and the Loan and 17 

Trust Agreement that will govern the issuance of the Capital Project Bonds and the 18 

Refinancing Bonds.   19 

Q. Please describe the functions of the Bond Purchase Agreement. 20 

A. The Bond Purchase Agreement will be entered into by TD Securities (USA) LLC, as the 21 

underwriter (“TD Securities”), the Business Finance Authority of the State of New 22 

Hampshire as the issuer (“NHBFA”) and PWW as the borrower.  Under the Bond 23 
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Purchase Agreement, TD Securities, as the underwriter of the bond issuance, agrees to 1 

purchase all of the Capital Project Bonds and the Refinancing Bonds (as well as the 2 

Taxable Bonds, if the Taxable Bond alternative is used instead of the Credit Facility, but 3 

in either case, collectively the “Series 2014 Bonds”), and to market the Series 2014 4 

Bonds for sale to the public.   5 

Q. Please describe the functions of the Loan and Trust Agreement. 6 

A. The Loan and Trust Agreement will be entered into by NHBFA, PWW and The Bank of 7 

New York Mellon Trust Company, N.A., as Trustee (“BNY Mellon”).  Under the Loan 8 

and Trust Agreement, the NHBFA will issue the Series 2014 Bonds and loan the net 9 

proceeds of the bond issuance to PWW.  PWW repays the loan from the NHBFA through 10 

payment to BNY Mellon of all amounts necessary to pay amounts due on the bonds 11 

issued by the NHBFA.  The NHBFA assigns to BNY Mellon, in trust for the benefit and 12 

security of the bondowners, NHBFA’s rights under the Loan and Trust Agreement and 13 

the revenues to be received from PWW. 14 

Q. How would you describe the status of the negotiations over the terms of these two 15 

documents? 16 

A. PWW and other parties, and their respective advisors, have exchanges several drafts of 17 

these documents.  While the terms and conditions of these documents will not be finally 18 

determined until they are executed near the closing date, PWW believes that the final 19 

forms of the Bond Purchase Agreement and Loan and Trust Agreement will be 20 

substantially in the form of the draft agreements attached as Exhibits LDG (Supp) 4 and 21 

LDG (Supp) 5.  Examples of terms that will likely see some additional changes to these 22 

documents will include financial covenants and final pricing. 23 
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Q. When do you expect that these two documents will be finalized? 1 

A. PWW anticipates that these documents will be finalized during August.   2 

F. Status of Credit Ratings 3 

Q. Mr. Goodhue, do you have any updates regarding the review of the proposed bonds 4 

by the rating agencies? 5 

A. Since the date of my Original Testimony, PWW and its representatives have engaged in 6 

meetings and discussions with both the Moody’s Investors Service and Standard and 7 

Poors rating agencies.  At this time, neither agency has issued any final rating with 8 

respect to the bonds, nor do we expect that such final ratings will be issued until the 9 

closing date.  However, at this time, based on our discussions, PWW anticipates that the 10 

proposed debt issuances will not have any material adverse impact, and indeed may have 11 

a positive impact, on PWW’s current credit ratings. 12 

III. UPDATES TO ORIGINAL TESTIMONY AND SCHEDULES 13 

Q. Mr. Goodhue, you indicated that PWW had identified several changes and 14 

corrections that it would like to make.  Could you describe these now? 15 

A. Yes.  During the course of responding to data requests posed by each of the Office of 16 

Consumer Advocate and Staff, PWW identified several points of correction and/or 17 

clarification.  In addition, we would like to make certain changes to reflect updated 18 

information obtained since the date of my Original Testimony.  These adjustments and 19 

changes are presented in the attached Schedules LDG-1 through LDG-4.  I request that 20 

any references to these schedules in my Original Testimony be construed to be references 21 

to the revised Schedules attached to this supplemental testimony. 22 
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Q. Do these schedules include an update with respect to the estimated issuance costs of 1 

consummating the transactions contemplated by the Integrated Capital Finance 2 

Plan? 3 

A. Yes.  I have attached Exhibit LDG (Supp) 6 which presents an itemization of the assumed 4 

issuance costs for these transactions under two scenarios, one where all bonds are issued 5 

in 2014, and a second where some of the bonds are issued in 2015 (a second tranche).  6 

The revised schedules reflect the assumption that all bonds are issued in 2014.  7 

Q. Mr. Goodhue, does this conclude your supplemental testimony? 8 

A. Yes, it does. 9 
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	ARTICLE I:  INTRODUCTION AND DEFINITIONS
	Section 101.  Description of the Agreement and the Parties.  This Loan and Trust Agreement dated as of [October 1, 2014] is among the Business Finance Authority of the State of New Hampshire (the “Authority”), a body corporate and politic created unde...
	(a) the Authority’s issue of the Bonds;
	(b) the Authority’s loan of the proceeds of the Bonds to the Borrower for the purpose of financing and refinancing the Project;
	(c) the Borrower’s repayment of the loan of Bond proceeds from the Authority through payment to the Trustee of all amounts necessary to pay the Bonds issued by the Authority; and
	(d) the Authority’s assignment to the Trustee, in trust for the benefit and security of the Bondowners, of the Authority’s rights under this Agreement and the revenues to be received from the Borrower, except as otherwise provided herein.

	Section 102.  Definitions.  In addition to terms defined elsewhere herein, the following terms have the following meanings in this Agreement, unless the context otherwise requires:
	(a) “1997 Bonds” means the $2,600,000 Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. – 1997 Issue), dated April 1, 1997, and any bond or bonds duly issued in exchange or replacement ...
	(b) “2005 Series BC-3 Bonds” means the $7,475,000 Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) 2005 Series BC-3, dated October 1, 2005, and any bond or bonds duly issued i...
	(c) “2005 Series BC-4 Bonds” means the $12,125,000 Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) 2005 Series BC-4, dated October 1, 2005, and any bond or bonds duly issued ...
	(d) “2005C Series Bonds” means the $1,175,000 Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) Series 2005C, dated January 1, 2005, and any bond or bonds duly issued in exchan...
	(e) “Act” means New Hampshire RSA 162-I, as amended.
	(f) “Authority’s Service Charge” means payments to the Authority for its own use consisting of $_______________, payable on the date of original issuance of the Bonds.
	(g) “Bond Counsel” means a firm of nationally recognized attorneys-at-law experienced in legal work relating to the financing of facilities for non-exempt persons through the issuance of tax-exempt revenue bonds.
	(h) “Bond Fund” means the fund of that name established under Section 302 hereof.
	(i) [“Bond Insurance Policy” means the financial guaranty insurance policy issued by the Bond Insurer insuring the payment when due of the principal of and interest on the Bonds as provided therein.]
	(j) [“Bond Insurer” means [________], a ______________________.]
	(k) [“Bond Insurer Event of Insolvency” means the occurrence and continuance of one or more of the following events: (a) the issuance, under the laws of the state of formation of or the laws of the state having primary regulatory jurisdiction over the...
	(l) “Bonds” means, collectively, the Series A Bonds[,] [and] the Series B Bonds [and the Series C Bonds].
	(m) “Bondowners” means the registered owners of the Bonds from time to time as shown in the bond register kept by the Trustee.
	(n) “Borrower Representative” means _______________ or an alternate or successor appointed by the Borrower with notice to the Trustee.
	(o) “Business Day” means a day on which the banks in the city in which the principal office of the Trustee is located are not required or authorized to remain closed and on which the New York Stock Exchange is not closed.
	(p) “Continuing Disclosure Agreement” means the Continuing Disclosure Agreement between the Borrower and the Trustee, as dissemination agent, dated as of [October 1, 2014], as originally executed and as it may be amended from time to time in accordanc...
	(q) “Determination of Taxability” means, with respect to the Tax-Exempt Bonds, a determination that the interest income on any Bond does not qualify for exclusion from the gross income of a holder thereof for federal tax purposes (“exempt interest”) u...
	(i) the date on which the Borrower determines that the interest income on any Bond does not qualify as exempt interest, if such determination is supported by a written opinion to that effect of Bond Counsel satisfactory to the Trustee; or
	(ii) the date on which any change in law or regulation becomes effective or on which the Internal Revenue Service has issued any private ruling, technical advice or any other written communication to the effect that the interest income on any Bond doe...
	(iii) the date on which the Borrower shall receive notice from the Trustee in writing that the Trustee has been advised by any Bondowner that the Internal Revenue Service has issued a thirty-day letter or other notice which asserts that the interest o...
	(iv) the date on which the Trustee receives notice that the Borrower or the Authority has taken any action inconsistent with, or has failed to act consistently with, the tax exempt status of the Bonds (unless the Trustee receives an opinion of Bond Co...

	(r) “Event of Default” has the meaning stated in Section 601, and “default” means any Event of Default hereunder without regard to any lapse of time or notice.
	(s) “Federal Tax Statement” means the Tax Certificate and Agreement executed in connection with the issuance of the Tax-Exempt Bonds.
	(t) “IRC” means the Internal Revenue Code of 1986, as amended from time to time.
	(u) “Outstanding”, when used to modify Bonds, refers to Bonds issued under this Agreement, excluding:  (i) Bonds that have been exchanged or replaced, or delivered to the Trustee for credit against a principal payment; (ii) Bonds which have been paid ...
	(v) “Project” means (i) with respect to the Series A Bonds [and the Series C Bonds], capital improvements to the Borrower’s water supply and water distribution installations, upgrades, replacements and  rehabilitations and related support systems at p...
	(w) “Project Costs” means the cost of issuing the Series A Bonds and the costs of carrying out the Project which may be paid from Bond proceeds under the Act, including interest during construction of the Series A Project but excluding the creation of...
	(x) “Rebate Year” means the one year period (or shorter period beginning on the date of issue) ending on [December 31].
	(y) “Refunded Bonds” means the 1997 Bonds, 2005 Series BC-3 Bonds, 2005 Series BC-4 Bonds and 2005 Series C Bonds.
	(z) “Refunding Trust Agreement” means the Refunding Trust Agreement dated as of [October 1, 2014] among the Authority, the Borrower and The Bank of New York Mellon Trust Company, N.A., as Refunded Bond Trustee and related to the refunding of the Refun...
	(aa) “Series A Bonds” means the $[19,500,000] Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) Series 2014A, dated their date of delivery, and any bond or bonds duly issued in...
	(bb) “Series B Bonds” means the $[23,375,000] Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) Series 2014B (Non-AMT), dated their date of delivery, and any bond or bonds duly...
	(cc) [“Series C Bonds” means the $[5,100,000] Business Finance Authority of the State of New Hampshire Water Facility Revenue Bonds (Pennichuck Water Works, Inc. Project) Series 2014C, dated their date of delivery, and any bond or bonds duly issued in...
	(dd) “State” means the State of New Hampshire.
	(ee) “Tax-Exempt Bonds” means, collectively, the Series A Bonds and the Series B Bonds.
	(ff) “UCC” means the New Hampshire Uniform Commercial Code, as amended.

	Section 103.  Number and Gender, Connectives and Disjunctives.  Wherever appropriate (1) the singular and plural forms of words, (2) words of different gender and (3) the words “and” and “or” shall, within those respective classifications, be deemed i...

	ARTICLE II:  THE ASSIGNMENT AND PLEDGE
	Section 201.  Assignment and Pledge of the Authority.  The Authority, for consideration paid as hereinabove acknowledged, assigns and pledges to the Trustee in trust as provided above (i) all of the Authority’s rights to receive and enforce repayment ...
	Section 202.  Recording; Further Assurance.  The Borrower will cause this Agreement and all amendments hereto and instruments of further assurance, including all required financing statements and continuation statements, to be promptly recorded, regis...
	Section 203.  Defeasance.  When the Bonds have been paid or redeemed in full or after there are in the Bond Fund sufficient funds, or noncallable obligations issued or guaranteed by the United States in such principal amounts, bearing interest at such...
	Section 204.  Corporate Existence.  The Borrower will maintain its corporate existence and good standing and qualification to do business in the State and will not, without the prior consent of the Authority and subject to any additional limitations c...
	Section 205.  Indemnification by the Borrower.  The Borrower, regardless of any agreement to maintain insurance, will indemnify the Authority, the Bondowners and the Trustee against (a) any and all claims by any person arising out of the participation...

	ARTICLE III:  THE BORROWING
	Section 301.  The Bonds.
	(a) Issue, Authentication and Form of Bonds.  Upon execution and delivery of this Agreement, the Authority will issue, and upon direction of the Authority, the Trustee will authenticate and deliver, the Bonds of each series in substantially the follow...
	(b) Details of the Bonds.  Each series of Bonds shall be issued in fully registered form and shall be numbered from AR1, BR1 or CR1, as applicable, upwards in the order of their issuance, or in any other manner determined by the Trustee.  The Bonds of...
	(c) Application of Bond Proceeds.  The Authority shall loan the proceeds of the Bonds to the Borrower as follows:
	(i) Proceeds of the Series A Bonds [and Series C Bonds] shall be deposited in the Project Fund and will be used to pay Project Costs.  Accrued interest, if any, with respect to the Series A Bonds shall be deposited in the Bond Fund. [SEPARATE ACCOUNTS...
	(ii) Proceeds of the Series B Bonds will be deposited as required under the Refunding Trust Agreement and will be applied according to the Refunding Trust Agreement to redeem the Refunded Bonds.

	(d) Reserved.
	(e) Exchange and Replacement Bonds.  The Bonds may be exchanged as provided in the Bond form in Subsection 301(a), and exchange Bonds shall be issued in fully registered form substantially as set forth therein.  Replacement Bonds shall be issued pursu...
	(f) Registration of Bonds in the Book-Entry Only System.
	(ii) The Bonds shall be issued in the form of a separate single authenticated fully registered Bond in substantially the form set forth in Subsection 301(a) and in the amount of each separate stated maturity of Bonds.  On the date of original delivery...
	(iii) Upon receipt by the Authority and the Trustee of written notice from DTC to the effect that DTC is unable or unwilling to discharge its responsibilities, the Paying Agent shall issue, transfer and exchange Bonds as requested by DTC in appropriat...
	(iv) In the event the Authority determines that it is in the best interests of the Beneficial Owners that they be able to obtain Bond certificates, the Authority may so notify DTC, the Paying Agent and the Trustee, whereupon DTC will notify the Partic...
	(v) Notwithstanding any other provision of this Agreement to the contrary, so long as any Bond is registered in the name of CEDE & CO., as nominee of DTC, all payments with respect to the principal of and interest on such Bond and all notices with res...
	(vi) Notwithstanding any provision in Section 306 to the contrary, so long as all of the Bonds Outstanding are held in the Book-Entry Only System, if less than all of such Bonds of any one maturity are to be redeemed upon any redemption of Bonds hereu...


	Section 302.  Bond Fund.
	(a) Establishment and Purpose.  A Bond Fund is hereby established with the Trustee for the account of the Borrower, and moneys shall be deposited therein as provided in this Agreement.  The moneys in the Bond Fund and any investments held as part of s...
	(b) Excess in Bond Fund.  If at any time the amount in the Bond Fund exceeds the amount necessary to pay or redeem the Bonds in full, and all amounts owing or to be owing to the Trustee, the Authority, and the Bondowners under this Agreement have been...
	(c) Unclaimed Moneys.  Except as may otherwise be required by applicable law, in case any moneys deposited with the Trustee for the payment of the principal of, or interest on, any Bond remain unclaimed for three years after such principal or interest...

	Section 303.  Application of Moneys.  If available moneys are not sufficient on any day to pay all principal and interest on the Bonds then due or overdue, they shall, after payment of all other amounts owing to the Trustee and the Authority under thi...
	Section 304.  Payments by the Borrower.
	(a) Debt Service.  The Borrower will pay to the Trustee for deposit in the Bond Fund at least two (2) Business Days before each date on which any payment of principal of and interest on, the Bonds shall become due, whether at maturity, upon redemption...
	(b) Additional Payments.  In addition to the payments required under Subsection 304(a), the Borrower will pay to the Trustee, the Authority and the Bondowners when due all amounts owing to them respectively under this Agreement, including without limi...

	Section 305.  Unconditional Obligation.  The obligations of the Borrower hereunder, including the obligation of the Borrower to make all payments under Section 304, shall be unconditional and shall be binding and enforceable in all circumstances whats...
	Section 306.  Redemption of the Bonds.  The Bonds shall be subject to redemption prior to maturity under the circumstances, in the manner and subject to the conditions provided in this section and in the form of Bonds.  Whenever Bonds are called for r...
	(a) Redemption Upon Certain Deposits into Bond Fund.  If  moneys are transferred to the Bond Fund pursuant to Section 403, the same shall be used to the maximum extent possible to redeem Bonds in integral multiples of $5,000 on the earliest date permi...
	(b) [Redemption upon Determination of Taxability.  The Bonds shall be redeemed as a whole within fifteen (15) days following receipt by the Trustee of written notice of the occurrence of a Determination of Taxability, at a redemption price equal to 10...
	(c) Redemption upon Condemnation of Principal Assets.  The Borrower shall notify the Trustee, [the Bond Insurer] and the Authority immediately, in writing, when title to, or the temporary use of, all or substantially all of the Project, or any substan...
	(d) Optional Redemption.  The Bonds are subject to redemption at the option of the Borrower as a whole or in part as provided in the form of Bond.
	(e) Special Redemption.  The Bonds are subject to special redemption at the direction of the Borrower as a whole at any time at their principal amounts plus accrued interest to the redemption date on [the next redemption date permitted by subsection (...
	(i) the Project shall have been damaged or destroyed to such extent that, in the Borrower’s judgment, (A) it cannot be reasonably restored within a period of twelve months to substantially the same condition existing immediately preceding such damage ...
	(ii) any Federal, state or local body exercising governmental or judicial authority shall have taken any action which results in unreasonable burdens or excessive liabilities, including without limitation taxes not presently levied, with respect to th...

	(f) Notice of Redemption.  To cause Bonds to be redeemed pursuant to Subsections 306(a), (b), (c), (d) or (e), the Borrower shall furnish to the Trustee and the Authority a direction specifying the principal amount of Bonds to be redeemed (if all Bond...

	Section 307.  Investment of Moneys in Funds.
	(a) Investment.  Pending their use under this Agreement, moneys in the Bond Fund shall be invested by the Trustee at the direction of the Borrower in the Permitted Investments described in subsection (b), with maturities or subject to redemption or pu...
	(b) Permitted Investments.  Permitted Investments are:  [ARE THERE ADDITIONAL INVESTMENTS THAT THE PARTIES WOULD LIKE TO INCLUDE?]
	(i) obligations issued or guaranteed by the United States;
	(ii) dollar-denominated certificates of deposit of, banker’s acceptances drawn on and accepted by, and interest bearing deposit accounts of, a bank or trust company organized in the United States which has a rating on its short-term certificates of de...
	(iii) investment agreements, repurchase agreements or other forms of investment approved in writing by [the Bond Insurer];
	(iv) commercial paper rated at least “A-1+” by S&P and “P-1” by Moody’s at the time of the acquisition thereof and maturing within two hundred seventy (270) days after the acquisition thereof; and
	(v) shares of any so-called money market fund that rated “AAAm” or “AAAm-G” or better by S&P,
	(A) obligations issued or guaranteed by the United States or any agency of the United States, certificates of deposit and banker’s acceptances, in each case with yields lower than the yield available on comparable obligations offered by the United Sta...
	(B) interest bearing bank accounts exceeding an aggregate amount of $25,000 at any time, taking into account all funds invested under this Agreement; and
	(C) repurchase agreements and shares of any money market fund which has more than 10% of its assets invested in repurchase agreements.



	Section 308.  Tax-Exempt Status of Bonds.  The Borrower will perform its obligations and agreements contained in the Federal Tax Statement as if they were set forth herein.  The Authority will cooperate with the Bondowners to the extent deemed necessa...
	Section 309.  Rebate .  The Borrower covenants to pay when due any rebate due to the United States under IRC §148(f).
	Section 310.  Bond Insurance Payment Procedures.  [As long as the Bond Insurance Policy shall be in full force and effect, the Borrower, the Trustee and any Paying Agent agree to comply with the following provisions:]
	(a) [To Come, if applicable].

	Section 311.  Rights of Bond Insurer.
	(a) [To Come, if applicable].

	Section 312.  Continuing Disclosure.  The Borrower and the Trustee hereby covenant and agree that each will comply with and carry out all of the provisions of the Continuing Disclosure Agreement applicable to it.  The Authority shall have no liability...

	ARTICLE IV:  THE PROJECT
	Section 401.  Project Fund.  A Project Fund is hereby established with the Trustee for the account of the Borrower.  The proceeds of the sale of the Series A Bonds [and the Series C Bonds] (except accrued interest, if any, which shall be deposited in ...
	Section 402.  Disbursements from Project Fund.  The Trustee will pay from the Project Fund established under Section 401 without requisition the costs of issuing the Series A Bonds including the fees and expenses of Bond Counsel and the Authority and ...
	Section 403.  Certificate of Completion.  Completion of the Series A Project shall be evidenced by the filing with the Trustee of a certificate signed by the Borrower Representative stating that the Series A Project has been substantially completed an...
	Section 404.  Carrying Out the Project.  The Borrower will diligently carry out the Project.  Contracts for carrying out the Project and purchases in connection therewith shall be made by the Borrower in its own name.  To the extent that the Project F...
	Section 405.  Compliance with Law.  In the maintenance, improvement and operation of the Project, the Borrower will comply in all material respects with all applicable building, zoning, subdivision, environmental protection, sanitary and safety and ot...
	Section 406.  Disposition.  Without the prior consent of the Trustee and the Authority, the Borrower will not sell, lease or otherwise dispose of, or place any other person in possession of, the real property included in the Project or any portion the...
	Section 407.  Current Expenses.  The Borrower will pay all costs and expenses of operation, maintenance and upkeep of the Project including without limitation all taxes, excises and other governmental charges lawfully levied thereon or with respect to...
	Section 408.  Repair.  The Borrower will keep the Project in good order, repair and condition, damage from casualty expressly not excepted, and not permit or commit waste thereon.  The Borrower may at its own expense alter, remodel or improve the Proj...
	Section 409.  Insurance.
	(a) Coverage.  The Borrower will maintain insurance against liability for injuries to and death of persons in the minimum amount of $1,000,000 per occurrence and for damages to property in the minimum amount of $500,000 per occurrence.  Any such polic...
	(b) Policies.  A duplicate copy or certificate of each policy of insurance shall be furnished to the Trustee and, at its request, to the Authority.  All insurance carried under this section shall be in the appropriate New Hampshire standard form and s...

	Section 410.  Right of Access to the Project.  The Authority and the Trustee and their respective duly authorized agents shall have the right at all reasonable times upon reasonable notice to enter upon the Project for the purpose of inspection or to ...
	Section 411.  Condition of the Project.  The Borrower acknowledges that it is fully familiar with the physical condition of the Project and is not relying on any representation of any kind by any other party hereto or any Bondowner as to the nature or...

	ARTICLE V:  COVENANTS OF THE BORROWER
	Section 501.  Amendment.  The provisions of this Article V may be amended by the Borrower and the Trustee (with the consent of the Bondowners if required by Section 1001) without the consent of the Authority.
	Section 502.  Special Definitions.  For the purposes of this Article V, the following terms have the following meanings unless the context otherwise requires:
	(a) “Capital Properties” means all tangible property of the Borrower used or useful in the Borrower’s business as a water company, including construction work in progress, and which are properly chargeable to the capital account of the Borrower in con...
	(b) “Deposited Cash” means all amounts on deposit from time to time in a bank account of the Borrower with The Bank of New York Mellon Trust Company, N.A., New Hampshire, which account is separate from all other bank accounts of the Borrower, maintain...
	(c) “Effective Date” means [October 1, 2014].
	(d) “Fiscal Year” means the calendar year.
	(e) “Funded Debt” means debt maturing, or which the Borrower has a right to extend or renew so that it will mature, more than twelve months after it first became debt of the Borrower, including the Bonds as well as the present value (discounted future...
	(f) “MARA” means the Municipal Asset Regulatory Asset, as shown on the books of the Borrower.
	(g) “Net Amount of Capital Properties” means the amount of Capital Properties minus the amount of depreciation or retirement reserve applicable thereto as shown by the books of the Borrower.  It shall be calculated as of the end of the last  preceding...
	(h) “Net Revenues” means the excess of (i) all operating and non-operating revenues of the Borrower over (ii) all operating expenses of the Borrower, including taxes (except any allowance for income, excess profits and other taxes measured by or depen...
	(i) “NHPUC” means the New Hampshire Public Utilities Commission.
	(j) “Short-Term Debt” means all debt other than Funded Debt maturing, whether by renewal or otherwise, not more than twelve months after it first became the debt of the Borrower, excluding accounts payable, customers’ deposits and advances, accrued wa...

	Section 503.  Rate Covenant.  If during any Fiscal Year (the “Test Year”), Borrower’s Net Revenues for such Fiscal Year shall not equal at least one and one-tenth (1 1/10) times all amounts paid or required to be paid by Borrower during the Test Year ...
	Section 504.  Merger or Consolidation.  The Borrower agrees that it will not become a party to any merger or consolidation unless (i) (A) the prepayment of the principal of and interest of the Bonds shall occur concurrently with said  merger or consol...
	Section 505.  Other Covenants.  The Borrower agrees that it will:
	(a) Not make any investments in securities of any corporation or make any advance, extend credit or issue any guaranty to any corporation, firm or individual, except among affiliates and except in the ordinary course of business.
	(b) Reserved.
	(c) Not change the general nature of its business; nor make any sale or disposition of Capital Properties which will materially adversely affect the operation of its water business.
	(d) Annually, as an operating expense, provide for depreciation of its properties and record the same on its books in an amount computed at a rate acceptable to the New Hampshire Public Utilities Commission, but in any event equal to not less than 1 1...
	(e) Not declare or pay any dividends or make any distributions on any shares of its common stock or purchase, acquire or otherwise retire for a consideration any shares of its common stock, if immediately thereafter its net worth would be less than $4...
	Section 506.  Liens.

	(b) Subsection (a) shall not apply to (i) liens for taxes payable without penalty or interest or being contested in good faith and for which the Borrower has provided an adequate reserve by proper charges to income or earned surplus; (ii) mechanics’ l...

	Section 507.  Borrowings.
	(a) The Borrower agrees that it will not create, issue, incur, assume or guarantee:  (i) any Short-Term Debt if thereby as of the date of such creation, issuance, incurring, assumption or guarantying the sum of Short-Term Debt and Funded Debt of the B...
	(b) The Bonds shall be ranked equally with other Funded Debt.  Subject to Sections 506 and 508, no Funded Debt which is senior to the Bonds shall be issued as long as the Bonds are outstanding.

	Section 508.  First Mortgage Bonds.  The Borrower, at its option, may at any time secure the Bonds with first mortgage bonds of the Borrower of a like principal amount, bearing interest at the same rate and maturing on the same date as the Bonds and r...
	(a) The Borrower shall give at least thirty (30) days written notice to the Trustee, by registered or certified mail, of the effective date of such securing of the Bonds with first mortgage bonds, specifying the effective date.
	(b) Prior to or on the effective date of the issue of first mortgage bonds, and as a condition to the effectiveness of such issue, the indenture of mortgage shall be duly recorded, and financing statements shall be duly filed in respect thereof, to th...


	ARTICLE VI:  DEFAULT AND REMEDIES
	Section 601.  Events of Default.  “Event of Default” in this Agreement means any one of the following events:
	(a) Debt Service.  Any principal of or interest on any Bond shall not be paid or the Borrower shall fail to make any payment or prepayment required under Subsection 304(a) or Section 306, in each case within three days after the same becomes due and p...
	(b) Certain Obligations.  The Borrower shall fail to make any other payment required hereunder to the Trustee or any Bondowner and such failure is not remedied within seven days after written notice thereof is given by the Trustee to the Borrower; or ...
	(c) Representations.  Any representation or warranty made by the Borrower herein or in any document or instrument furnished to the Bondowners in connection with the initial purchase of the Bonds or pursuant to this Agreement is false or misleading in ...
	(d) Other Borrowings.  The Borrower shall default in the payment of any material obligations aggregating at least  $1,000,000 for borrowed money or the deferred purchase of property, including without limitation leases which should be capitalized in a...
	(e) [Insurance Agreement.  The Bond Insurer shall have notified the Trustee of the occurrence of an “Event of Default” under, and as such term is defined in, the Insurance Agreement, dated as of [October 1, 2014], between the Borrower and the Bond Ins...
	(f) Voluntary Bankruptcy.  The Borrower shall commence a voluntary case under the federal bankruptcy laws, or shall admit in writing its insolvency or its inability to pay its debts as they become due, or shall make an assignment for the benefit of cr...
	(g) Appointment of Receiver.  A trustee, receiver, custodian or similar official or agent shall be appointed for the Borrower or any substantial part of its property.
	(h) Involuntary Bankruptcy.  The Borrower shall have an order or decree for relief in an involuntary case under the federal bankruptcy laws entered against it, or a petition seeking reorganization, readjustment, arrangement, composition, or other simi...
	(i) Judgments.  One or more final judgments not subject to appeal or extension for payment of money exceeding in the aggregate $500,000 in excess of the amount of insurance coverage available therefor shall be rendered against the Borrower and shall r...

	Section 602.  Waiver.  Any default and the consequences thereof, including any acceleration, may be waived by the Bondowners with notice to the Trustee and the Authority, provided that no such waiver shall affect the right of the Authority to enforce ...
	Section 603.  Remedies for Events of Default.  If an Event of Default exists, the Trustee may exercise any or all of the following remedies:
	(a) Acceleration.  The Trustee may[, with the consent of the Bond Insurer, and shall, at the direction of the Bond Insurer] by written notice to the Borrower[, the Bond Insurer] and the Authority declare immediately due and payable the then outstandin...
	(b) Rights as a Secured Party.  The Trustee may exercise all of the rights and remedies of a secured party under the UCC with respect to any property as to which a security interest has been granted hereunder which is or may be treated as collateral u...
	(c) Court Proceedings.  The Trustee may enforce the provisions of this Agreement by legal proceedings for the specific performance of any obligation contained herein or for the enforcement of any other appropriate legal or equitable remedy, and may re...

	Section 604.  Application of Money Collected.  Any money collected by the Trustee pursuant to this Article together with any other funds pledged as security hereunder, less all charges and expenses of the Trustee and the Authority in connection therew...
	Section 605.  Performance of the Borrower’s Obligations.  If the Borrower shall fail to pay or perform any obligation under this Agreement the Trustee or the Authority may pay or perform such obligation in its own name.  The reasonable cost of any suc...
	Section 606.  Remedies Cumulative.  The rights and remedies under this Agreement shall be cumulative and shall not exclude any other rights and remedies allowed by law, provided there is no duplication of recovery.  The failure to insist upon a strict...
	Section 607.  [Consent of the Bond Insurer Upon Default.  Anything in this Agreement to the contrary notwithstanding, upon the occurrence and continuance of an Event of Default, the Bond Insurer shall be entitled to control and direct the enforcement ...

	ARTICLE VII:  THE TRUSTEE
	Section 701.  Rights and Duties of the Trustee.
	(a) Moneys to be Held in Trust.  All moneys deposited with the Trustee under this Agreement shall be held by the Trustee in trust and applied subject to the provisions of this Agreement, but need not be segregated from other funds except as required b...
	(b) Accounts.  The Trustee will keep proper accounts of its transactions hereunder (separate from its other accounts), which shall be open to inspection by the Authority, the Borrower, any Bondowner and their representatives duly authorized in writing.
	(c) Performance of the Authority’s Obligations.  If the Authority shall fail to perform any obligation under this Agreement, the Trustee may take whatever legal proceedings may be required to compel full performance by the Authority thereof, and in ad...
	(d) Limitations on Actions.  The Trustee shall not be required to monitor the financial condition of the Borrower or the physical condition of the Project and, unless otherwise expressly provided, shall not have any responsibility with respect to noti...
	(e) Responsibility.  The Trustee shall be entitled to the advice of counsel (who may be counsel for any party or for any Bondowner) and shall be wholly protected as to any action taken or omitted to be taken in good faith in reliance on such advice.  ...
	(f) Financial Obligations.  Nothing contained in this Agreement shall in any way obligate the Trustee to pay any debt or meet any financial obligations to any person in relation to the Project except from moneys received under the provisions of this A...
	(g) Ownership of Bonds.  The Trustee or any affiliate of the Trustee may be or become the owner of Bonds with the same rights as if it were not Trustee.
	(h) Surety Bond.  The Trustee shall not be required to furnish any bond or surety.

	Section 702.  Fees and Expenses of the Trustee.  Except to the extent the Trustee has been paid or reimbursed from the Project Fund, the Borrower will pay to the Trustee reasonable compensation for its services and prepay or reimburse the Trustee for ...
	Section 703.  Resignation or Removal of the Trustee.  The Trustee may resign on not less than thirty days’ written notice to the Authority, the Borrower and the Bondowners, but such resignation shall not take effect until a successor has been appointe...
	Section 704.  Successor Trustee.  Any corporation or association which succeeds to the corporate trust business of the Trustee as a whole or substantially as a whole, whether by sale, merger, consolidation or otherwise, shall thereby become vested wit...

	ARTICLE VIII:  THE AUTHORITY
	Section 801.  Limited Obligation.  Under no circumstances shall the Authority be obligated directly or indirectly to pay principal of and interest on the Bonds, or expenses of operation, maintenance and upkeep of the Project except from Bond proceeds ...
	Section 802.  Rights and Duties of the Authority.
	(a) Remedies of the Authority.  Notwithstanding any contrary provision in this Agreement, the Authority shall have the right to take any action or make any decision with respect to proceedings for indemnity against the liability of the Authority and f...
	(b) Limitations on Actions.  The Authority shall not be required to monitor the financial condition of the Borrower or the physical condition of the Project and, unless otherwise expressly provided, shall not have any responsibility with respect to no...
	(c) Responsibility.  The Authority shall be entitled to the advice of counsel (who may be counsel for any party or for any Bondowner) and shall be wholly protected as to any action taken or omitted to be taken in good faith in reliance on such advice....

	Section 803.  Expenses of the Authority.  Except to the extent paid or reimbursed from the Project Fund, the Borrower shall pay when due the Authority’s Service Charge and shall prepay or reimburse the Authority within thirty days after notice for all...
	Section 804.  Matters to be Considered by Authority.  In approving, concurring in or consenting to action or in exercising any discretion or in making any determination under this Agreement, the Authority may consider the interests of the public, whic...
	Section 805.  Actions by Authority.  Any action which may be taken by the Authority hereunder shall be deemed sufficiently taken if taken on its behalf by its Chairman, its Vice Chairman or its Executive Director or by any other member, officer or age...

	ARTICLE IX:  THE BONDOWNERS
	Section 901.  Action by Bondowners.  Any request, authorization, direction, notice, consent, waiver or other action provided by this Agreement to be given or taken by the Bondowners shall, except as otherwise expressly provided, require the concurrenc...
	(i) The fact and date of the execution by any Bondowner or his attorney of such instrument may be proved by the certificate, which need not be acknowledged or verified, of an officer of a bank or trust company satisfactory to the Authority or to the T...
	(ii) The authority of the person or persons executing any such instrument on behalf of a corporate Bondowner may be established without further proof if such instrument is signed by a person purporting to be the president or a vice president of such c...

	Section 902.  Proceedings by Bondowners.  No Bondowner shall have any right to institute any legal proceedings for the enforcement of this Agreement or any remedy hereunder unless an Event of Default has occurred and is continuing of which the Trustee...

	ARTICLE X:  MISCELLANEOUS
	Section 1001.  Amendment.  This Agreement may be amended by the parties [with the written consent of Bond Insurer] but without Bondowner consent for any of the following purposes:  (a) to subject additional property to the lien of this Agreement; (b) ...
	Section 1002.  Successors and Assigns.  The rights and obligations of the parties to this Agreement shall inure to and be binding upon their respective successors and permitted assigns.
	Section 1001.  Notices.  Any request, authorization, direction, notice, consent, waiver or other document provided by this Agreement shall be in writing and shall be deemed sufficiently given if sent by registered or certified mail, postage prepaid, o...
	Section 1002.  Agreement Not for the Benefit of Other Parties.  This Agreement is not intended for the benefit of and shall not be construed to create rights in parties other than the Authority, the Borrower, the Trustee, the Paying Agent, the Bond In...
	Section 1003.  Severability.  In case any provision of this Agreement or the Bonds shall be invalid, illegal or unenforceable, the validity, legality and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.
	Section 1004.  Counterparts.  This Agreement may be executed and delivered in any number of counterparts, each of which shall be deemed to be an original; but such counterparts together shall constitute one and the same instrument.
	Section 1005.  Captions.  The captions and table of contents of this Agreement are for convenience only and shall not affect the construction hereof.
	Section 1006.  Governing Law.  This Agreement shall be governed by the laws of the State.
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