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Re:  DW 19-147, Hampstead Area Water Company, Inc.
Petition for Approval of Financings

Dear Ms. Howland:

In this letter, Staff of the New Hampshire Public Utilities Commission (Staff)
recommends the Commission approve an assented to motion to bifurcate consideration of
two loans contained in a financing petition submitted by Hampstead Area Water
Company, Inc. (HAWC or Company) in the above-mentioned matter. Staff further
recommends the Commission approve a financing for HAWC for an amount up to
$1,204,815 from the New Hampshire Drinking Water and Groundwater Trust Fund
(DWGTF) administered by the NH Department of Environmental Services (DES). A
detailed narrative of the proposed financings as well as the basis for Staff’s
recommendations follow.

Background

On September 9, 2019, HAWC filed a petition with the Commission requesting
approval of two financings related to its portion of Phase | construction of the Southern
NH Regional Water Interconnection Project (Project).! The testimonies and attachments
of HAWC'’s consultant, Stephen P. St. Cyr, and HAWC’s President, Harold Morse,
accompanied the petition.

The first loan (CIAC Tax Loan) in an amount up to $1,204,815 from the NH
DWGTF is for payment of anticipated federal and state income taxes. These taxes are the
result of HAWC’s approved receipt of Contributions in Aid of Construction (CIAC) in

! The Southern NH Regional Water Interconnection Project is an initiative supported by DES to transmit water
supply from Manchester Water Works to the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow. The
Project has two phases. Phase I will enable a total maximum daily flow of 1 million gallons per day (MGD) to the
regional systems. The current total estimate for Phase I, including HAWC’s portion, is $26.9 Million. The
completion of Phase | is anticipated by the end of 2020. Phase I, when completed, will enable the supply of an
additional 3.13 MGD of water to the region. The current estimated cost of Phase Il is $13.8 Million. There is
currently no specific timeline for initiation of Phase 11°s construction. (See Weston & Sampson Memorandum dated
January 4, 2019 included as Attachment A to Exhibit 8 of HAWC?s original filing.)
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the form of a $3,283,750 grant?, also from the DWGTF, and $778,000 in estimated
contributed plant from the Towns of Salem and Plaistow.® Each contribution will finance
HAWC’s portion of Phase | construction of the Project. Mr. Morse’s testimony
explained that a substantial portion of the planning process for the project took place
prior to 2018 when the receipt of CIAC was exempt from taxation for water utilities. The
enactment by Congress of the Tax Cuts and Jobs Act (TCJA) of 2017, however, removed
that exemption. As such, it is now necessary for HAWC to borrow funds to pay its
anticipated income tax liability on the CIAC that it will receive related to Phase I.

Even though the Company is able to borrow an amount up to $1,204,815 from the
DWGTF for this purpose, HAWC’s original filing estimated that it would only need to
borrow $894,494 to pay its potential tax liability. Through discovery, however, HAWC
now estimates that it will borrow $1,102,356 from the total approved funds.*

With regard to the terms of the CIAC Tax Loan, the financing will amortize over
a twenty-five year period through monthly payments including interest based on a rate of
2.96%.°> Commencing six months from the date of substantial completion of HAWC’s
portion of the Project, interest payments will be required for a term of six months.® After
which point, principal and interest payments will be required for the balance of the loan
term. Final procurement of the loan is first subject to Commission approval in
accordance with RSA 369:1, and then approval by the Governor and Council.

The second loan (MSDC Loan) described in HAWC?’s initial petition is for an
amount of $392,500 to finance a portion of a total $892,500 Merrimack Source
Development Charge (MSDC)’ assessed by Manchester Water Works (MWW) as a
result of Phase I. HAWC’s total MSDC is in accordance with an agreement dated March
29, 2019 between MWW and the Project’s participants, included as Attachment C to
Exhibit 8 of HAWC’s original filing, which established a purchased capacity rate of
$3.57 per gallon per day. The Company’s purchased capacity resulting from Phase | will
be 250,000 gallons per day, resulting in HAWC’s calculated MSDC of $892,500 ($3.57 x
250,000 gallons per day). According to Mr. St. Cyr’s testimony, a $500,000 capital
contribution from the Company’s shareholder will provide the necessary funding for the
remaining portion of the total MSDC.

2 See Exhibit 1 of Company’s original filing.

3 See Staff 3-10.

4 See Staff 3-10.

5 The Company’s initial filing indicated an interest rate of 2.97%. In its response to Staff 3-1, the Company
confirmed that the interest rate on the loan is actually 2.96%.

6 See DES response to Staff Question 1(c) dated December 3, 2019.

"The MSDC is a capacity charge assessed by MWW as a means of developing the Merrimack River as an additional
source of supply for MWW. The Commission first approved the MSDC in Manchester Water Works, Order No.
18,628 (April 6, 1987). For a further brief history of the MSDC and MWW’s regulation by the Commission, see
Pennichuck East Utility, Inc. & Pennichuck Water Works, Inc., Order No. 26,076 at 2 (November 17, 2017).
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Staff’s discovery revealed that HAWC applied for the MSDC Loan through the
DWGTF. In August 2019, the DWGTF Advisory Commission informed HAWC of its
decision to defer consideration of the MSDC Loan until a later date.® The Company
anticipates the DWGTF Commission will take this matter up again at a subsequent time,
but as of this date, that has not yet occurred. In the alternative, HAWC is prepared to
borrow the required funds from Pentucket Bank via the line of credit it holds with that
institution at an estimated interest rate of 5.00%.° The Company’s preference, however,
is to borrow the funds from the DWGTF.1°

Given the continued uncertainty regarding HAWC’s MSDC Loan request, Staff
inquired as to the Company’s willingness to submit a motion to the Commission to
bifurcate consideration of the two proposed loans, to which the Company agreed.*
Consequently, on February 25, 2020, HAWC filed an Assented-to Motion to Bifurcate
Consideration of the Company’s proposed MSDC Loan and CIAC Tax Loan. In that
motion, HAWC indicates that the Commission’s consideration of the CIAC Tax Loan is
most critical as it pertains to this summer’s actual construction of Phase I. Further, given
the current uncertainty regarding the precise terms and conditions that HAWC will obtain
relative to the MSDC Loan and the fact that its consideration is not presently as critical as
that of the CIAC Tax Loan, HAWC requests that the Commission consider the two
financing requests separately, giving priority to the CIAC Tax Loan.

HAWC’s original petition filed last September specifically requests the following
of the Commission:

e Authority to accept a grant from the DWGTF in the amount of $3,283,750 for the
construction of HAWC’s portion of infrastructure related to Phase | of the
Southern NH Regional Water Interconnection Project (Project),

e Authority to borrow an amount up to $1,204,815 from the DWGTF to pay
anticipated income taxes incurred from the acceptance of CIAC,

e Authority to borrow an amount up to $392,500 from either the DWGTF or a bank
to finance a portion of the total MSDC assessed by MWW to HAWC relative to
the Project,

e A finding that the execution of loan documents by the Company for the purpose
of consummating the two requested financings are consistent with the public
good,

e A finding that the proposed amounts and uses of the proceeds of the two
financings are prudent and consistent with the public interest, and

e Authority to increase rates by such amounts as to enable the Company to recover
its investment and earn a reasonable rate of return on such investment.

8 See Exhibit 1 of the Company’s initial filing and Staff 1-4.
9 See Staff 1-1.

10 See Staff 2-3.

11 See Staff 4-2.
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On September 19, 2019, Staff informed HAWC that it would only be examining
the two requests for financing contained in the filing pursuant to RSA 369:1 and RSA
369:4. Staff further stated that it would not be examining the prudency of the Company’s
proposed improvements, at this time, nor HAWC’s request for authority to increase rates.
HAWClggreed with Staff’s characterization of the purpose of its filing and scope of
review.

Between October 2019 and January 2020, Staff propounded four rounds of
discovery on the Company, to which HAWC provided responses. Staff also made
inquiries of DES personnel relative to the Company’s participation in Phase | of the
Project and the related approved funding from the DWGTF.

Motion to Bifurcate Consideration of the Two Proposed Financings

On February 26, 2020, HAWC filed its assented to motion to bifurcate the
underlying financing petition that seeks Commission approval of two distinct financings.
HAWC requested that the Commission allow bifurcation of the two financings, allowing
the approval of the CIAC Tax Loan, as described below, to proceed. HAWC argued that
the time sensitive nature of the CIAC Tax Loan, with the upcoming construction season,
and the uncertainty of the terms regarding the MSDC Loan support bifurcation. The
Commission has approved a similar bifurcation of financing in the past, stating that the
bifurcation “would promote the orderly and efficient conduct of the proceeding.”
Pennichuck Water Works, Inc., Secretarial Letter, January 18, 2018, (Docket No. DW 17-
183) at 1. Staff recommends the Commission approve HAWC’s motion for the same
reasons.

As previously stated, the terms and conditions of the proposed MSDC Loan at
present remain uncertain, as is also the exact lender of these funds. That uncertainty
prohibits Staff from making a recommendation to the Commission. Given the critical
juncture that now exists relative to the impending commencement of Phase |
construction, Staff recommends the Commission move forward with approval of the
proposed CIAC Tax Loan at this time as those terms are certain and examined by Staff.
Staff anticipates that once the DWGTF Advisory Commission provides a definitive
answer to HAWC regarding the pending MSDC Loan, the Company will advise the
Commission relative to its financing plans in this regard. Staff will then review those
plans, including any updated terms and conditions of the proposed MSDC financing.
Staff will then provide the Commission with its recommendation regarding the MSDC
Loan at a future date.

CIAC Tax Loan

12 See Staff 1-29.
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Under RSA 369:1, public utilities engaged in business in this state may issue
evidence of indebtedness payable more than twelve months after the date thereof only if
the Commission finds the proposed issuance to be “consistent with the public good.”
Analysis of the public good involves looking beyond the actual terms of the proposed
financing to the use of the funds and the effect on rates to insure protection of the public
good. Appeal of Easton, 125 N.H. 205, 211 (1984). “[C]ertain financing related
circumstances are routine, calling for more limited Commission review of the purposes
and impacts of the financing, while other requests may be at the opposite end of the
spectrum, calling for vastly greater exploration of the intended uses and impacts of the
proposed financing.” Lakes Region Water Company, Inc., Order No. 25,753 (January 13,
2015) at 4-5, citing Public Service Company of NH, Order No. 25,050, 94 NH PUC 691,
699 (2009).

The Commission engages in a more limited review for routine financing requests.
Pennichuck Water Works, Inc., Order No. 26,247 at 4 (May 3, 2019). A routine request
is one that “will have no discernable impact on rates or deleterious effect on
capitalization, [and] in which the funds are to enable . . . investments appropriate in the
ordinary course of utility operations.” Id. In the case of the instant financing, while the
resulting estimated rate increase is not de minimus, it is also not discernable, nor will the
proposed financing have a deleterious effect on capitalization, as discussed below. As
such, and consistent with other Commission-approved financings from the DWGTF,
Staff reviewed HAWC’s filing as a routine financing.

In its filing, HAWC avers that the CIAC Tax Loan is in the public interest
because the underlying Project enables the Company to provide safe and reliable water
service to its existing customers as well as consumers within the Town of Plaistow.
Petition at 4. Mr. Morse, in his testimony, states that completion of the Project is
beneficial to HAWC with regard to system operation and resource planning.
Specifically, the Project will enable HAWC to provide stability to its two core systems
relative to both regular and emergency water supply.

In its response to Staff 1-20, HAWC provided a letter from DES Commissioner
Robert R. Scott in support of the Company’s filing. In his letter, Commissioner Scott
stated that HAWC’s participation in the Project would benefit its existing customers by
facilitating:

1) Increased reliability of HAWC’s water supply, as some existing wells are
experiencing declining yield.

2) Improved water quality by enabling HAWC to prioritize higher quality wells.

3) A -reduction in system complexity by allowing HAWC to take more than half of
its existing wells offline.

4) An ability to expand to address contamination and/or loss of water in private
wells.

005



DW 19-147: Hampstead Area Water Company, Inc. April 17, 2020
Staff Recommendation
Page 6

Commissioner Scott further emphasized the critical nature of the Company’s
participation in the Project because of the necessity to wheel the regional water supply
through the HAWC water system to enable service to the Town of Plaistow. Finally,
Commissioner Scott echoed the Company’s arguments for approval of the financing by
stating that it will support HAWC’s continuing ability to provide safe and reliable service
to its customers at just and reasonable rates.

With regard to the impact that Phase | will have on customer rates, HAWC
estimates a resulting increase of 17.31% in its revenue requirement from existing
customers.®® This estimate, however, is inclusive of projected increases in HAWC’s
operating expenses resulting from Phase | of $340,000, and is after anticipated revenues
from the Town of Plaistow of $88,000.

With regard to HAWC’s capital structure, the Company indicates there will be a
relatively small adjustment. Revised Schedule SPS-3 included in the Company’s
response to Staff 3-10 shows a debt/equity ratio after the completion of Phase | of
66%/34%. This is compared to the Company’s projected debt/equity ratio after approval
of HAWC’s recent tank financing in DW 18-138 of 63%/37%.* While the Company’s
highly leveraged position remains of great concern, Staff notes the commitment made by
HAWC'’s shareholder in DW 18-138 to make capital contributions of at least $750,000
between 2019 and 2021. Staff also notes that Mr. St. Cyr’s testimony states that HAWC
will file a general rate case with the Commission at the conclusion of Phase I. As such,
Staff anticipates that HAWC’s overall capital structure will be an issue taken up for
consideration during that proceeding.

Staff recommends the Commission approve HAWC’s request for financing
relative to its proposed CIAC Tax Loan in an amount up to $1,204,815. Staff believes
the Company has shown that it is necessary to borrow these funds to pay the anticipated
income tax liability resulting from its acceptance of CIAC from Phase I. Based on DES’s
assertions, Staff further believes the Project, itself, appears to be appropriate and in the
public good. Lastly, the terms of this financing from the DWGTF are favorable. As such,
Staff believes that these terms, when compared with other possible financing options,
mitigates the overall impact the Project will have on overall customer rates.

Requests for Additional Commission Approvals

13 See Staff 3-10. HAWC’s original filing projected an increase in its revenue requirement of 20.17%.

14 Commission Order No. 26,230 (March 29, 2019) approved a financing of up to $1,020,000 from the DWGTF.
That Order reported a potential debt/equity ratio projection calculated by Staff of 72%/28% upon full withdrawal of
that loan and assuming a full withdrawal of HAWC’s $1 Million line of credit with Pentucket Bank. HAWC’s
debt/equity projection contained on Schedule SPS-3 does not reflect any withdrawal on its available line of credit
funds.
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As stated previously, HAWC included in its petition a number of other requests
for Commission approval in addition to its request for financing approval. Among these
was a request for authority from the Commission to accept a grant from the DWGTF of
$3,283,750 for the construction of HAWC’s portion of the Phase | infrastructure. While
Staff reviewed the grant funds approved for HAWC within the context of the financing
requests, Staff believes that Commission approval for the receipt of those grant funds is
not specifically required as it does not conflict with the terms of its tariff and the funds
are not subject to repayment or considered a financing. RSA 369:1.

HAWC’s petition also sought a Commission finding that the proposed amounts
and uses of the proceeds of the financings are prudent and consistent with the public
interest. While Staff reviewed the proposed Phase | projects anticipated for construction
by HAWC within the context of the financing requests, it did not evaluate the prudency
of these projects. Staff believes RSA 369:1 and RSA 369:4 do not require a prudency
determination at this time and that such would be premature until the proposed plant is in
service, and used and useful. See Hampstead Area Water Company, Inc., Order No.
26,230 (March 29, 2019) at 9 (the Commission’s approval of the loan “does not foreclose
or limit our review in a future rate case of the prudency, use, and usefulness of any specific
project directly or indirectly financed by this transaction. The Commission and Staff also
retain the authority under RSA 374:4 to keep informed of HAWC’s use of the financing
independently and apart from any RSA 378:28 review”).

Lastly, HAWC’s petition requested Commission authority to increase its rates by
such necessary amounts as to enable the Company to recover its investment and earn a
reasonable rate of return on its proposed investment. Staff has not historically supported
a rate increase simultaneous with a request for financing approval, as it believes such
constitutes single-issue ratemaking. Staff further believes that a request to increase rates
should be in conjunction with a finding that the underlying plant is prudent, in service,
and used and useful.

Conclusion

Staff recommends the Commission approve HAWC’s request to bifurcate
consideration of the two loans originally requested for approval in its financing petition.
As such, Staff further recommends the Commission approve, at this time, HAWC’s
proposed CIAC Tax Loan in an amount up to $1,204,815 from the DWGTF administered
by DES. Staff also recommends the Commission defer consideration of the MSDC Loan
of $392,500 until the actual terms and conditions associated with that loan are fully
determined. If you have any further questions related to this matter, please do not
hesitate to contact me.
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Sincerely,

/sl Jayson P. Laflamme

Jayson P. Laflamme
Assistant Director, Gas-Water Division

Attachments: Staff Discovery

cc: Service List
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HAM PSTEAD AR EA 54 SAWYER AVENUE, ATKINSON, NH 03811

TEL: 603.362.4299 FAX: 603.362.4936
WATER COMPANY 9 INC www.hampsteadwater.com

October 28, 2019

Christopher R. Tuomala, Esq.
NH Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 03301-2429

RE:  Hampstead Area Water Company, Inc.
DW 19-147 — Answers to Staff Data Requests - Set
Dear Attorney Tuomala:

Pursuant to NH Code PUC 203.09, please find attached, the Company’s Answers to Staff Data
Requests-Setl, regarding the above referenced docket.

[f you have any questions, please don’t hesitate to contact us.

AA/ljs
enclosures
(e DW 19-147 Service list electronically

+haweOZ HAWC-Data Legal HAWC'DW-19-147 Financing Pet for SNH Water Project Correspondence Letter to Attorney Tuomala with data request answers set 1 docx
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.

PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING

ANSWERS TO STAFF DISCOVERY REQUEST - SET 1

ANSWERS
Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-1 Witness: John Sullivan
Staff 1-1

The Company’s petition at paragraph 11 states, “A bank has preliminarily indicated that it
would approve HAWC’s request for financing for a portion of the [Merrimack Source
Development Charge (MSDC)] the Company will incur subject to various terms and conditions.”

a)
b)

c)

d)

€)
1)

g)
h)

What is the name of the bank indicated in the above statement?

Please describe the nature and extent of the communications between the Company and the
bank regarding the proposed financing.

Did the Company submit either an application or pre-application to the bank regarding the
proposed financing? If yes, please provide a copy of this documentation.

Has the bank provided a commitment letter or some other documentation relative to a
preliminary commitment regarding the proposed financing? If yes, please provide a copy of
this documentation.

Please explain why the proposed bank loan will finance only a portion of the total MSDC
charges.

Please provide documentation in support of the anticipated terms and conditions of the
proposed bank loan, i.e., interest rate of 5.00%; 20-year term consisting of monthly principal
and interest payments commencing 30 days from date of closing.

What type of security, if any, is the bank requesting relative to the proposed loan?

Please describe other financing options contemplated by the Company for financing the
MSDC charges and why the Company is opting for bank financing.

Response 1-1

A) Pentucket Bank
B) The bank has committed to loan to the Company $392,000 towards the MSDC

through the line of credit.

C) No.
D) No.
E) Chris Morse has contributed the balance of the MSDC through additional paid in

capital.

F) This has not yet been finalized with the bank.
G) This has not yet been finalized with the bank.
H) See response 1-4. Should the DWGWTTF not approved the MSDC loan, The

Company will purse private financing.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —-SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-2 Witness: Charles Lanza

Staff 1-2

Exhibit 1 indicates the NH Drinking Water and Groundwater Advisory Commission (DWGTF
Commission) approved a CIAC Tax loan of $1,204,815. The Company’s filing indicates that the
anticipated CIAC Tax will be $894,494, or a difference of $310,321.
a) Please provide further explanation as to why the DWGTF Commission approved a loan
amount of $1,204,815 rather than $894,494.
b) Please provide the calculation used by NHDES in determining a CIAC Tax loan amount of
$1,204,815.

Response 1-2

a) Please see response to Staff 1-13. The CIAC tax should be $1,229,375.
b) Please see the attached Regional Water Costs summary sheet.
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Exhibit 1-2

Regional Water Costs - DWGTF Application Update WeSTon YISO
19-Jul-19
Water System Phase | Component SNHRW Phase | Cost
HAWC Chloramine Conversion {see separate breakout of costs) S 1,240,000
Westside Drive Pump Station S 1,210,000
Main St. PRV Improvements $ 575,000
Westside Drive/Main St Contingnecy {15%) S 258,750
HAWC Construction & Contingnecy Subtotal* s 3,283,750
Loan Requests:
CIAC Tax (27% )
HAWC Construction & Contingency (27% of above subtotal) S 929,813
Shannon Road Water Main (bid by Salem} CIAC Tax {27% of
Value contributed to HAWC) S 151,882
East Road Water Main (bid by Plaistow) CIAC Tax {27% of Value
contributed to HAWC) S 123,120
MSDC Fee ) 392,500
Project Total $ 5,041,064
Grant Request Total S 3,443,750
Loan Request Total $ 1,597,314

*Costs include engineering
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-3 Witness: Charles Lanza

Staff 1-3

Exhibit 1 indicates that the finalized grant agreement was scheduled to be approved by the
Governor and Executive Council {(G&C) at its meeting on September 18, 2019, Has the G&C
approved the finalized grant agreement? If yes, please provide supporting documentation of that
approval. If no, please explain.

Response 1-3

The grant agreement has been finalized. See attached.
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Exhibit 1-3

The State of New Hampshire

v DEPARTMENT OF ENVIRONMENTAL SERVICES

NHDES

Robert R. Scott, Commissioner

September 27, 2019 Via Electronic Mail

Christine Lewis Morse, Vice President

The Hampstead Area Water Company, Inc.
54 Sawyer Avenue

Atkinson, NH 03811

Subject: Drinking Water and Groundwater Trust Fund (DWGTF) # DWGT-39
Southern New Hampshire Regional Water Interconnection Project —- HAWC Infrastructure
Grant Agreement Approved

Dear Ms. Morse:

The purpose of this letter is to officially notify The Hampstead Area Water Company, Inc. (HAWC) of action
taken by the Governar and Executive Council. On September 18, 2019, the Governor and Executive Council
authorized the approval of a Drinking Water and Groundwater Trust Fund (DWGTF) grant agreement between
the Department of Environmental Services {DES) and The Hampstead Area Water Company, Inc. in the total
amount of $3,283,750 under the provisions of RSA 485:F for the Southern New Hampshire Regional Water
Interconnection Project — HAWC Infrastructure,

Upon receiving approvai from the Governor and Council, HAWC has six (6) months from this date to submit its
first request for disbursement of funds. Failure to request a disbursement shall cause the grant agreement to
be declared null and void. If HAWC has advanced funds prior to the date of this grant agreement, provided
they are eligible expenses, you may submit a disbursement request immediately for those expenses, Attached
is the Request for Disbursement form which must be submitted with alt supporting documentation. The form is
also available online at Link to DWGTF forms. Each disbursement reguest will be paid 100% grant funds. The
total reimbursement shall not exceed the grant award of 53,283,750.

Please note, plans and specifications must be submitted on all significant elements of the project; design
approval and authorization must be obtained from the NHDES to advertise for bids on the project; and
authorization must be received from NHDES to award the construction contract. All work must be completed
by june 1, 2021.

Sincerely,
gEop s
A
-

Erin Holmes, P.E., Administrator
Drinking Water and Groundwater Trust Fund
MtBE Remediation Bureau

Enclosures: Grant and Loan Agreement and Disbursement Request Form
Approved G&C Grant and Loan Agreement

Cc: Michae! Juranty, P.E., MtBE Remediation Bureau Administratcr, NHDES
Michael Unger, P.E., DWGB, NHDES
Harold Morse, HAWC (harold@hampsteadwater.com)
Charlie Lanza, HAWC {charlte@hampsteadwater.com)

DES Web Site: www.des.nh.gov
P.O, Box 95, 29 Hazen Drive, Concord, New Hampshire 03302-0095
Telephone: (603) 271-2513 Fax: (603)271-5171 TDD Access. Relay NH 1-800-735-2964
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The State of New Hampshire
Department of Environmental Services

—
NHDES
Robert R. Scott, Commissioner

August 29, 2019

His Excellency, Governor Christopher T. Sununu

and the Honorable Council APPROVED G & &
State House o
Concord, New Hampshire 03301 DATE .._.___.,.__L% ic-

UESTED ACTION

Authorize the Department of Environmental Services to award a grant to The Hampstcad Area Water
Company, Inc. (VC# 156646-B001), of Atkinson, NH in the amount not to exceed $3,283,750 for water
system capital improvements under the provisions of RSA 485:F, effective upon Governor & Council
approval through June 1, 2021. 100% Drinking Water and Groundwater Trust Fund.

Funds to support this request are anticipated to be available in the following account in FY2020 upon
the availability and continued appropriation of funds in the future operating budget:

03-44-44-442010-3604-073-500580 FY 2020
Dept. Environmental Services, Drinking Water and Groundwater Trust, Grants Non-Federal ~ $3,283,750

EXPLANATION

The Drinking Water and Groundwater Trust Fund (Trust Fund) was created in 2016, using $276 million
of MtBE trial judgement funds, as authorized by RSA 485-F. The purpose of the Trust Fund is to
provide sustainable, long-term funding for the protection, preservation, and enhancement of the drinking
water and groundwater resources of the state. The Trust Fund Advisory Commission was established to
administer the Trust Fund and to provide guidance to the State on the use of the Trust Fund.

On August 13, 2019, the Advisory Commission voted to authorize $3,283,750 as a grant to the
Hampstead Area Water Company, Inc. for payment for capital improvements including water
transmission mains and associated facilities and conversion of the system’s disinfection method to
support the supply of drinking water from Manchester Water Works that will ultimately be delivered to
downsliream water systems participating in the Southern New Hampshire Regional Water
Interconnection Project. This agreement has been approved by the Attomey General's Office as to
form, substance and execution.

We respectfully request your approval of this item. M M\

Robert R, Scott
Commissioner

DES Website: www.des.nh.gov
P.0. Box 95, 29 Hazen Drive, Concord, New Hampshire 03302-0095
Telephone: (603) 271-2513 = Fax: (603) 271-5171 « TDD Access: Relay NH 1-800-735-2964
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Subject: The Hampstead Area Water Company, Inc.
GRANT AGREEMENT

The State of New Hampshire and the Grantee hereby mutually agree as follows:

GENERAL PROVISIONS
1. Identification,
1.1 State Agency Name 1.2 State Agency Address
NH Department of Environmental Services 29 Hazen Drive, Concord, NH 03301
1.3 Grantee Name 1.4 Grantee Address
The Hampstead Area Water Company, Inc. 54 Sawyer Avenue, Atkinson, NH 03811
1.5 Eifective Date 1.6 Completion Date  { 1.7 Audit Date 1.8 Grant Limitation
Upon G&C Approval June 1, 2021 NIA $3,283,750
1.9 Grant Officer for State Agency 1.10 State Agency Telephone Number

Erin Holmes, Drinking Water & Groundwater Trust 603-271-8321
Fund, NH Department of Environmental Services

L1 Grantee Signature 1.12 Name & Title of Grantec Signor

%ﬂ\:&@uk\/{w Q\f\m}me_ louns Motse  \ee Precdlend~

1,13 Acknowledgment: State of .Lhy_ﬂgm‘m-,;g_ﬁounly of [{o:-k\\f:g- hem

On g/ ?&{ [P bofore the undersigned officer, personally appeared the person identified in block 1.12, or
satisfactorlly proven te be the person whose name is signed ir block 1.11, and acknowledged (hat s/he executed

document in the capacity indicnted in block 1.12.

1.13.1 Signature of Notory Public or Justice of the Peace 8tmta of Now Hampshim

[ —_ My Commission Expimes December 8, 2023 . .
SEAL|

/e

1.13.2 Name & Tifle o‘lyﬁry Public or Justice of the Peace

4-"_"}““7’ 5 z‘(\lcre_r". AssF {g\:ﬂ-_ﬁ:r o Grorart (o 2l

1.14 State Agency Signature(s) ’ 1.15 Namc/Title of State Agency Signor(s)

Robert R. Scott, Commissioner
NH Department of Environmental Services

1.16 Approval by Attorney Generat (Form, Substance and Exccution)

By: F = o On: 93/ 19

1.17 Approval by the Governor and Executive Council

By: On:
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2 SCOPE OF WORK, In exchange for grant funds provided by the state of
New Hampshire, scting through the ogency identified in block 1.1 (hereinafier
referred 1o as “the Sigic™), pursuant 19 RSA 21-0, the Granter idenlifisd [n
block 1.3 (hereingfier referred 10 a3 “the Grantee™), shall perform that work
identified and more panticularly described in the scope of wark attached
hereia a3 EXHIBIT A (the scope of work being meferred (0 &s “the Project™).

3 AREA COYERED, €xcepias ctherwise specifically provided for hersin,
the Grantee shall perform the Project in, and with respect to, the State of Mew
Hompshire,

4

EFFECTIVE DATE: COMPLETION OF PROJECT,
4 | This Agresmens, and ali obligations of the parties hereunder, shall become
effective on the date in block 1.5 or on the date of ppproval of this Agreemen:
by the Governor and Council of the State of New Hampshire whichever is
Tafer (heseinofler relemred (o 24 the “Effective Date™).
42 Exeept o9 otherwise specifically provided for hierein, the Project, including
uil reports required by this Agreement, shall be completed in ITS entirety
prior 10 the date in block 1.6 {hercinafier referred 1o s the “Completion
Date™).
5 GRANT AMOUNT: LIMITATION ON AMOUNT: PAYMENT,
51 The Grunt Amount is identified and more panicularty described in
EXHIBIT B, sitached hereto.
;,2 The manner of, end schedule of payment shall be us set fonh in EXHIBIT
53 In accordshce with the provisions sl forth in EXHIBIT 8, and i
consideration of the sutisfuciory performance of the Project, ns determined by
the Sicte, and s limbted by subparsgraph 5.5 of these gencral provisions, the
State shall pay the Grantee the Grant Amount. The State shalt withhold from
the omount otherwise payzble to the Grmnlec under this suhparagroph 53
thase stms required, or penmitted, (o be withheld pursiant to N H. RSA 807
through 7.¢
5.4 The pryment by the Staiz of the Grant amoum shall be the anly, snd the
complete, compensstion to the Gruntee for 8ll expenses, of whatever noture,
incurred by the Granies in the performance hereof, and shall be the only, and
the compleie, compensation to the Grantee for the Project. The State shall
have no lisbilities to the Grante: other than the Grant Amount.
55 Naotwithstionding anything in thls Agreement (o tha contmry, ond
notwithstanding unexpecied clrcumstances, in no event shall the toial of o)l
payments suthorized, or ectually made, hereunder exceed the Grant limitation
sei forth in block | 8 of these general provisions.
6 V] W, I
In cormection with the performance of the Project; the Grantes shall comply’
with el sistutes, laws, regulations, and orders of fodemi, stnze, county, or
municipal suthorities, which shall impose ony obligations, or duty upon the
Grantee, including the sequisition of any and oll necessory permits
7

71 Between the Effective Date and the dote seven (7) years fler the
Completion Date the Granter shall kexp detailed gccownts of sll cxpenses
incurred kn connecrion with the Project, including, but not timited to, costs of
administration, Uaasportation, insurence, telephone calls, and clericod
maierinls and services  Such eccounts shali be supponied by receipta,
invoices, bifls and other sinilar decuments

72 Between tha Effective Doie and the date seven (7) years ofter the
Completion Dyite, ol any vime dunng the Grantee's normal business hours, ond
os oflen as the State shal] demand, the Grantee shall make aveilcble to the
Stte oll reconds pertoining to matters covered by this Agreement  The
Granlee shall permit the State (o eudlt, exomine, and reproduce such reconds,
and to make sudits of al) conlrcts, involces, materials, paysolls, seconds of
persennel, dotn (as that term {5 hereimafter defined), and olher information
redating to oll matiers covered by this Agreement  As used in this paragmph,
“Graniee” includes all persans, nature) or fictional, offilinted with, controted
by, or under commaon ownership with. the entity idemtified 23 the Grentee in
block 1.3 of these general provisions

L}

-PERSONNEL, .

8.1 The Groniee shall, ut its cwn expense, provide ol persotnel necessary 1o
perform the Project, The Grantee womams that ol personsel engaged in the
Project shali be qunlified to perform such Prajeet, ond shall be properdy
licensed and putharized ta parform such Project under oll upplicoble laws.

82 The Gramtee shall not hire, and it shall not pennit any subcontractor,
subgrarice, or ather person, firm or comporition with whom i is engoged ina
cambined effort to perform such Project, (o bire any person who has 8
conlroctual relziionship with Lhe State, or who is o Siate officer or employee,
clected or appainied.

8.1 The Grenlee officer ghall be the representolive of the State hercunder In
the event of wny dispute hereunder, the Interpretation of this Agreement by the
Grantes Officer, and hiser decision on ony dispute, shall be final

9.DATA; RETENTION QF DATA1 ACCESS,

9.1 As used in this Agreement, the word data shall mean all imformation and
things developed oc obuined during. the performance of, or acquired or
developed or obtnined during the performance of, of acquired or developed by
reason af, this Agreement, inciuding. bt not limited 1o, sl studies, repors,
files, formuiae, surveys, maps, chaonts, sound recondings, video rcondings,
pictorial reproductions, diawings, analyses, grephle representations, computer
progiems, compuier prinlouls, notes, letlers, memornda, popers, and
documents, sl whether finished er unfinished

92 Belween the Effective Date and the Completion Daote the Gruntee shall
grend to the Sinte, of any persen designated by K, uneestricted sccess to all
daie for exumination. duplication, publicstion, trmnsiation. sale, disposal, or
for any other pirpose whalsoever

93 No duta shall be subject 10 copyright in dhe United Stales or uny other
country by nnyone other than the Swie.

9.4 On and afier the Effective Date alf data, and any propeny which has been
teccived from the Sinte or purchased with funds provided for that purpose
under this Agreement, shall be the propeity of the Swte, and shall be retumed
to the Siete upon demand or upon terminstion of this Agreemerit for any
teason, whichever shall first occur

95 The Sate, and anyone it sholl designaie, shall have unrestticied suthority
1o poblish, disclosc, distribue and otherwise use, (n whole of in pan, all data
10, T Noiwithsianding
snything in this Agreement to the contrery, all cbligations of the Sta
hereunder, including withowt limitation, the contimiance of payments
hereunder, are contingent upon the availehility or continued oppropriation of
funds, and in no cvent shall the Sistc be Hoble for any payments hereunder in
excess of such avallzble or appropristed funds. In the event of & rediction or
termination of those funds, the State shall have the right 10 wathhold poyment
until such funds become ovoiloble, i ever. and shall have the right o
lerminate (s Agreement immediately upon giving the Grantes notice of such
ierminction

11, EVENT OF DEFAULT; REMEDIES,

11,1 Any one or more of the following zcts or omnsions of the Grantee ahall
constitute on event of default hereunder (heveinafler ceferred to as

“Events of Defeult™

11 1.1 failure to perform the Project satisfactorily or on schedule, or

111 2 Farlure to Subiil any repon requinid hereundersor

14 1.3 filure ta mainiain, or permit oceess to, the reconds requined hereunder,

oFr

¥1.1.4 fulure 1o perform any of the other covenanis end conditions of his
Agreament

11.2 Upon the occurrence of any Event of Default, the Stole may take any
one, or mare, of o], of the followang aetions;

11.2.1 give the Gramiee o writien nolice specifying the Event of Defoull and
requiring it 10 be remedied within, in the chsence of & prester or lesser
specificahion of wme, thirty (30) daya from ihe date of the nolice, and if the
Event of Defeull is net timely remedied, terminale this Agreement, efTective
two (2) days afler giving the Grastee notice of termination; and

11 212 give the Grantee o written notice specifying the Event of Defouh end
suspending all poyments (o be made under this Agreement ond andering that
the portion of the grant amount which would othenwise socrue 1o the Groniee
during the period from the date of such notice uatil fuch time os the State
determines thet the Grantes has cured the Event of Default shall never be paid
te the Graniee; and

1123 set of against any other obligation the Siale may owe to the Grantee
pny damages the Stale sulfirs by reason of any Event of Defuutt, end

1).2.4 treat the Agreement as breached and pursue ooy of its remedies ot law
or in equlty, or both

11T

121 In the event of any early tenmination of this Agreement for any reason
olher than the completion of the Praject, the Grantes shall dediver to the Grant
Officer, nol loter than fifleen (15) doys after the date of termination, o repon
("Tarminotion Repon™) deseribing in detail all Project Work performed, and
the Grant Amount eamed, 1o and Including the dote of 1etminstion

12.2 {n the event of Termination under paragrphs 10 of §2.4 of these gencrul
provisions, the spproval of such o Terminction Repont by the State sholl
entitle the Gramee to receive thal portion of the Gramt amounl earmed 1o end
including the date of terminstion.

123 In the event of Termination under parmgrophs 1 ar 12,4 of these genernl
provisions, the appravol of such o Termination Report by the Siate shall in aio

Grontee Initials CL
Dale
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event relieve the Grantee from any end off lehility for demages susioined or
incurred by the Siote s & result of the Cruntea’s breach of its obligations
herounder.

124 Notwithstanding anything in this Agreement 1o the contrery, either the
Stare or except where netice default has been given to the Grantee hercunder,
the Graniee, muy terminate this Agreement withoul cause upan thirty (30)
days written notice

1) CONFLICT OF INTEREST, No officer, member or employee of the
Grentee ond no representstive, officer of employee of the Ste of New
Hompshire or of the goveming body of the locality er localies in which the
Progect is to be performed, who exercises eny funclions or responsibilities m
the ceview or npproval of the underiaking o cusrying out of such Projecl, shall
partivipite in any decisian relating to this Agreement which alfects hus or her
persanal interests or the interest of any corpamtion, partnership, of associotion
in which he or she is direstly or indirectly inierested, nor shall be of she have
ony personal or pecuniary interest, dicect or indirect, tn this Agreement of the
proceeds therecl

14 ¥ ] in the performance of
this Agreement the Grontes, its employees, and eny subcontrmcior of
subgrantee of the Grantee ore in all respecls independent controciors, and are
nreither ogenis nor employees of the Stte  Neither the Grontee nor any of its
officers, employees, agents, members, subcontractors or subgrantees, shall
have authority to bind the Siate nor are they entitied 1o nny of the benefits,
workers' compensation or emoluments provided by the Staic ta its employees
15. ASH{GNMENT AND SUBCONTRACTS, The Gmntes shall not caugn,
or otherwise trarafer eny interest in this Agreement without the prios writien
coaseni of the Stale None of the Project Work shell be subcontructed or
subgranteed by the Grantee other than es set forth in Exhibit A withoul the
prior wrillen conser of the State.

16 INDEMNIFICATION, The Grantee sholl defend, indemmiy and hold
harmiess the State, is officers ond empioyees, from and apsinst any and al)
losses suffersd by the Suate, ils officers and employees, snd any and af)
thams, imbiities or pentlies assened agninst 1he Swote, its officers ond
empluyers. by or on beholf of ony person, on account of, based o or resutiing
from. arising out of (or which moy be clnimed to anse owr of) the acta or
omussions ol the Grantee of Subcontmctor, or subgrantee of other ogent of the
Grantee  Notwithstendmg (he foregoing. nothing herein contnined shall be
deemed to constitute 8 wuiver of the sovereign immunity of the Stase, which
immumly 15 hereby reserved 1o the Stale  This covenont shall survive the
termination of tis Agreement

£7 {

t71 Tie Grantee shall, ot iis sole expense, obisn ond montain 10 force, o¢
shall require ony subconiractar, subgrenice or ustignee performing Project
work to obtain and maintin in foree, both for the benelit of the Siate, the
following insurance

£7 1 1 statwtory workers' compensation end cmployecs liability insurance for
sll employees engaged m the performonce of the Project, and

171 2 compichensive public bability insurance ogatrst all claims of bodily
njuries, death or properiy damoge, in amounts aot less thon $2.000,000 for
bodily imjury or death ony one sncident, and $300.000 for property domeoge in
any one wcidend, and

17 2 The palicies descrbed 1n subparagraph 18 | of this prrograph shall be the
siondard form employed in the State of Mew Hompshirs, «siued by
underwrilers accepiable to the Sioie, and outhonized lo do business in the State
of New Hompshire  Eoch pohicy shell contein a cleuse prohibiting
cancellation of madification of the policy carlier than ten (10) doys aller
written notice the of has been recelved by the Swie

£8 WAIVER OF BREACH, No fatlure by the Siste to cnforee any
provisions hereof alter any Event of Defiuht sholl be deemed o wasver of iis
rights with regard (o that Evenl, or eny subscquent Event  No express. waiver
of nny Event of Default shall be deemed a walver of any prowvisions heseol’
No such feHure or waiver sholl be deemed n waiver of the nght of the State to
enforce each and el of the provisions hereof upon eny further of other defsudl
on the par of the Gmmize

19 HQTICE. Any notice by a party heveto the other party thatl be desmed 1o
have been duly dedivered o given ot the ime of mailing by certefied maid,
posiage prepard, in a Unied Stales Post Office addresyed o the panties of the
addressas first obove given

20 AMENDMENT, This Agreement may be pmended, waived or dacharped
only by an instrument i writing signed by the partics hereto and only ofer
approval of such amendment, waiver or discharge by the Govemor nnd
Councl of the Slate of New Hompshire

11 CONSTRUCTION OF AGREEMENT AND TERMS,  Tha
Agreement sholl be consinied s occondance with the Isw of the Stole of New

Hempshire, and is binding upon and inures o the benefit of the panies and
their respective successors and assignees.  The captions and contents of the
“subject” blank rc used anly os o matles of convenience, and are not 1o be
considered a pant of this Agreement ar to be used in determining the intent of
the pasties hereto
12 THIRD PARTIES, The pasties hercio do nos intend to benefiv any
mpnms and this Agreement shall not be construed to confer any such
H
IIENTIRE AGREEMENT. This Agreement, which moy be execuled in s
number of caunterpants, each of which shall be deemed an original, constitules
the enlire Agreement and enderstanding between the partles, and supersedes
all prior Agreements and undersiandings releting hereso

Grontee Initials
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The Hampstead Area Water Company, Inc. DWGT-39
Drinking Water and Groundwater Trust Fund — Grant
Pagelofl

EXHIBIT A
SCOPE OF SERVICES

The Hampstead Area Water Company, Inc.:

The Hampstead Area Water Company, Inc. {HAWC) will use the grant funds to complete water system
improvements directly related to and necessitated by the Southern New Hampshire Regional Water
Interconnection Project (Southern NH Project). Grant funds will cover eligible construction phase costs
including engineering, construction and land easement costs for the following tasks:

* Conversion of nine (9) existing well systems from chlorine to chloramine disinfection for
compatibility with water received from Salem, dalivered to HAWC as part of the Southern NH
Project,

* Construction of a new pumping station on Westside Drive In Salem.

« Drinking water system improvements to the existing Main Street pressure reducing valve
station in Atkinson.

EXHIBIT B
BUDGET & PAYMENT METHOD

The NHDES shall pay to the Grantee the total reimbursable program costs in accordance with the
following requirements:

Reimbursement requests for program costs shall be made no more than once per calendar month by
the Grantee using the Drinking Water and Groundwater Trust Disbursement form as supplied by the
NHDES, which shall be compieted and signed by the Grantee. The disbursement form shall be
accompanied by proper supporting documentation based upon direct costs. The Grantee wil maintain
adequate documentation to substantiate all Program related costs. All work shall be performed to the
satisfaction of the NHDES before payment is made.

Each disbursement request will be paid 100% of eligble expenses as grant funds not to exceed
$3,283,750 of DWGTF grant funds.

EXHIBIT C
SPECIAL PROVISIONS

1. Changes to the Scope of Services require NHDES approval in advance. Work must be completed and
request for reimbursement must be made by the completion date listed on the grant agreement
(section 1.6).

Grantee Initials
Dale
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TO:  Christine Lewis Morse
Hampstead Area Water Company, Inc.
34 Sawyer Avenue
Atkinson, NH 03811

CONSENT IN LIEY OF SPECIAL MEETING OF THE BOARD OF DIRECTORS

WHEREAS, New Hampshire RSA 293-A:8.21 and the Hampstead Area Water
Company, Inc. (Corporation) Bylaws provide for the taking by written consent of any
ection which may otherwise be taken by vote of the Corporation’s Board of Directors
{Directors); and

WHEREAS, the Corporation Directors deem the actions as set forth in the
following Votes to require prompt action; and

WHEREAS, it is not convenient 1o call a Directors’ Meeting;

NOW, THEREFORE, in lieu of a regular Directors’ Meeting each member of

the Directors, by execution of this Consent, hereby consents to the following action:

VOTE: That the Vice President of the Corporation, Christine Lewis Morse, is
authorized to enter into a grant agreement on behalf of the Corporstion 1o
accept an award of up 1o $3,283,750 in grant funds from the Drinking
Groundwater Trust Fund as part of the Southern New Hampshire Regional
Water Interconnection Project; and js authorized to exccute and deliver alj
documents necessary that are required to complete this transaction,

N \
Date: August 28, 2019 (Jf\r\’\\:&{}nsUﬂ\m =

Cliristine Lewis Morse, Director

’,.l‘
[t
Anwﬁyﬁuuger&, Assistant Secretary

‘uu\wcaz\zuwcom\u,armwmmmn\cmmm Merbngs'Speeial Mooy g of BofD - DWGTF grant sgrcomen voee 08 28- 19 doex
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ACORD"
e

CERTIFICATE OF LIABILITY INSURANCE

DATE MRIDONTYYY)
00r20/2019

REPRESENTATIVE OR PRODUCER, AND THE CERTIFICATE HOLDER,

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE HOLDER, THIS
CERYIFICATE UOES NOT AFFIRMATIVELY OR NEGATIVELY AMEND, EXTEND OR ALTER THE COVERAGE AFFORDED BY THE POLICIES
BELOW. THIS CERTIFICATE OF INSURANCE DOES NOT CONSTITUTE A CONTRACT BETWEEN THE ISSUING INSURER|S), AUTHOREZED

IMPORTANT: H (he certiicata Holdar i3 an ADDITIONAL INSURED, the pollcy{ies) must have INSURED pravisions or be sndaraad.
1 SUBROGATION IS WAIVED, subjact to tha terma and conditions of tha policy, esrtain policles may requira an sndomemenL. A statement on

1his cortificate doss not conlar ﬂghh to the certificala hokdar In llau of such sndorsemani|s),

PROCUCER [EOUIALT ™ Fatrick Payaie ARM
Brown & Brown of New Hampshire ﬁm (503} 424-0901 [ ey, 5%) B4B-1223
300 Danlel Webster Highway | apokEss: ppayetiefbbnhing com
NBURERIE) AFFORDING COVERAGE HAKC ¢
Marrimack HH 03054 WSURERA: Atadia insurance Company 31325
INSURED WSURERG: UAONInsurance Company 28044
Hampstead Area Waler Company. Inc. WSUREAC
§4 Sawyer Avanue WSURFRD:
WSURIR E :
Atkinson NH 03814 MIURERE
_COVERAGES CERTIFICATE NUMBER: 1920 REVISION NUMBER:
THIS 15 70 CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE FOLICY PERIOD
INDICATED, NOTWITHSTANDING ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRAST GR GYHER DOCUMENT WITH RESPECT TO WHICH THIS
CERTIFICATE MAY BE ISSUED OR MAY PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN 13 SUBJECT TO ALL THE TERMS,
EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LTS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS,
i) TYo8 oF sisumancE Foucy musen AR | wers
2] COMMERCIAL GENERAL LIABILITY ZACH OCCURRENCE s 1,000,000
J enmsunce [ occun [ PREMSES (4 comecny |3 100.000
- | MED Exm iy snapenorg | ¢ 5,900
A ¥ CPAS253783 0411512019 | OWO12020 | penconias gapvivsumy | s 1.000.000
= Lpar? APPUIGS PER | ceneraagonegue | g 2000,000
I [  PRODUCTS: courpacg {3 200,000
OTHER, 1
AUTOMOSLE LIABRITY s 1,000,000
D] arer a0 BODILY NIURY (Parperion) | 3
| oW
] B Eﬂo‘u :C“iDULED CAAS281784 041152018 | 00042020 | Boowy MUURY (Pet acticent} | 3
HIRED 3
L] AUTOS GHLY ALUTOS OMLY Per
Uninuied molGst 3 1,000,000
S uusasiaan - e L RnE ™ | ¢ 2.000.000
A [ Joxcessuan LASMADE CUAS5253785 0411572013 | 90372020 | L porecare s 2.000,000
orn | X neremox ¢ 19.990 s
WORKERS COMPENBATION (153
AND EMPLOYERS' LIABALITY vIN M IME: 55505
A T Lo UTWE NiA WCASZ5I766 (NH) 041152015 | 0112020 Sl EASHACCIORNT T
LHI?MM?‘!&' EL DISEASE- EAEWPLOVER | 3 :
DESCRIPHON OF GPERATICHS below £1. oisease . moucyinar | 3 500.000

Christine Lewis Morse Is excluded under Workers Compensation,

DESCAIPTION OF OPERATIONS | LOCATIONS / VEMIGLES (AGCOAD 101, Additions] Ramarks Sehaquit, Miy Do Mtsched if moce spacs is mguied]

Ganeral Llability additional [nsurst! provided whin required by writtan contract far engoing operations

CERTIFICATE KOLDER

CANCELLATION

State of Hew Hampshire Dep! of Environmental Services

SHOULD ANY OF THE ABOVE DESCRISED PULICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREOF, NOTICE WiLL BE DELIVERED IN
ACCORDANCE WITH THE POLICY PROVISIONS,

29 Hazen Driva
AUTHORIZED REPRESENTATIVE
Concord NH 03301 W‘W
l
© 1388-2015 ACORD CORPORATION. AN righta resarved,
ACORD 26 {2018/03) The ACORD name and logo are ragisterad marks of ACORD
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State of New Hampshire
Department of State

CERTIFICATE

1, Wililam M. Gardner, Secretary of Stste of the Siate of New Hampshire, do hereby cenify that THE HAMPSTEAD AREA
WATER COMPANY, INC. is a New Hampshire Profit Cocporation registered 16 transect business in New Hempshire on April 05,
1989. | further centlfy that alt fees and documents required by the Sezreiary of State’s office have been received and s in good
sianding as fer as thls office is concemed.

Business [D: 146553
Centificate Number: 0604428406

N TESTIMONY WHEREOF,

I hereto sel my hand and cause to be affixed
the Seal of the Stale of New Hampshire,
this 5th day of March A.D. 2019.

Do dod

William M. Gardner
Scevetnry of State

022
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QuickStart

Business Information

Business Details
o 'B ' Iss Na ~ THE HAMPSTEAD AREA
usiness Name: \WATER COMPANY, INC.

Business Type: Domestic Profit Corporation

Business Creation 04/05/1989
Date:

Date of Formation in
Jurisdiction:
Principal Office 54 SAWYER AVENUE,

04/05/1989

Page 2 of 4

Business 1D: 140553

Business Status: Good Standing

Name in Stat? of Not Available
Incorporation:

Mailing Address: 54 Sawyer Ave, Atkinson, NH,

Address: ATKINSON, NH, 03811, USA 03811, UsSA
Citizenship / State of , .
Incorporation: Domestic/New Hampshire
Last Annual
Report Year: 2019
Mext Repart 2020
Year,
Duration: Perpetual
Business Email: aaugeri@lewisbuilders.com Phone #; NONE
Notification Email: aaugeri@lewisbuilders.com | 52/ Yea;i't‘: NONE
Principal Purpose
S.No  NAICS Code NAICS Subcode

1 Utilities
) OTHER / DEAL IN WATER SYSTEMS;
COMMUNITY 8 PUBLIC

Page1of1, records 1102 af 2

U A AR 1 SALE - el MY L1 EMAGES SURL 2 KRB,

Water Supply and Irrigation Systems

“https://quickstart.sos.nh.gov/online/Businesinduire/Businessinformation?business|D=42986  9/3/2019

e HAMBP LAV NE & ATREEITY S kA ML 51 U AL A < A« s okl e

023



DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.

PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING

ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019

Staff 1-4

Witness: Charles Lanza and John
Sullivan

Staff 1-4

Exhibit 1 states, . . . the [DWGTF] Commission has deferred the decision to award Merrimack
Source Development Charge (MSDC) loan request for $392,500 until a later date.”

a)

b)

¢)

d)

Please provide the explanation as to why the DWGTF Commission is deferring its decision
regarding the MSDC loan request until a later date.

What does the Company anticipate as the likelihood of the DWGTF Commission of
eventually granting approval for the MSDC loan request?

Please describe the subsequent process for obtaining eventual DWGTF Commission approval
for its MSDC loan request. Will the Company need to reapply for these funds? Please
explain.

Please explain why the Company appears to be seeking to procure an alternative financing
source for the MSDC.

If the DWGTF Commission subsequently approves awarding the MSDC loan to the
Company, will HAWC cease its pursuit of an alternative financing source? Please explain.

Response 1-4

a)
b)
¢)

d)

The Commission tabled a number of items including the MSDC loan request as the
meeting ran over allotted time for the agenda.

The Company does not know what the likelihood is of the Commission granting the
loan request.

Our understanding is that the item will be on the agenda of the November or
December meeting.

The Company is seeking "alternative financing source for the MSDC" in the event
that DWGTF are not approved.

Yes
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —-SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-5 Witness: Charles Lanza

Staff 1-5

Exhibit 2 regarding the Westside Drive Booster Station and Treatment Facility Project
Cost includes a $60,000 amount recorded in Account 339, Miscellaneous, that is noted as “Past
HAWC Costs to be Reimbursed under this contract.” Please provide further explanation as to
nature of these prior costs incurred by HAWC.

Response 1-5

These costs relate to miscellaneous technical, engineering, and administrative tasks performed
over the past two years that DES asked the Company to request reimbursement under this project
rather than the Atkinson Tank Project.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-6 Witness: Charles Lanza

Staff 1-6

Mr. St. Cyr’s Testimony on Page 3, Lines 1-5 indicates that HAWC’s Phase [ construction
costs will be funded by the DWGTF grant of $3,283,750. Please explain how those grant funds
will be disbursed to the Company, i.c., will these funds be disbursed prior to construction or, as
the various components of the Phase [ construction are completed or, after the Phase I
construction is fully completed, etc. '

Response 1-6

Grant funds will be reimbursed to the Company on a monthly basis as work is completed under
each portion of the project. There are up to four separate HAWC contracts that are under
construction or will be put out to bid and as work is completed monthly disbursement requests
are submitted to HAWC by the General Contractor for each contract. HAWCs engineer reviews
these disbursement requests and if they are in order HAWC pays the General Contractor and
HAWC requests reimbursement from DES on a monthly basis.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST ~SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-7 Witness: John Sullivan

Staff 1-7
Mr. St. Cyr’s Testimony on Page 3, Lines 8-12 indicates that the total MSDC charge owed by
HAWC is $892,500 and that $392,500 of this amount is to be financed by a loan with the
remaining $500,000 to be contributed by the shareholder.
a) Please explain how the total MSDC charge owed by HAWC of $892,500 was
calculated. (Please provide supporting calculations, as necessary.)
b) Please explain why it was determined that $392,500 of the total MSDC charge is to
be financed by a loan and that the remaining $500,000 is to be financed by a capital
contribution by the shareholder.

Response 1-7

a) This was a charge set by Manchester Water Works. $3.57 times the contracted
gallons per day (250,000).

b) The owner has contributed substantial sums of money to the Company over the last
few years. $500,000 is the amount she has availablie to contribute.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-8 Witness: Charles Lanza

Staff 1-8

Mr. St. Cyr’s Testimony on Page 3, Line 21 states, concerning the DWGTF financing of
$894,494 for the CIAC Tax, “The length of the loan is 25 years. The interest rate is 2.97%.”
Please provide documentation from NHDES in support of these terms.

Response 1-8

Per the DWGTF Advisory Commission Rules for Construction Projects, “The Commission will
establish loan rates the first Thursday in August each year based on the 11 G.O. Bond Index
published weekly by Bond Buyer.” The rate was set using the August 1, 2019 index and is
2.96%. The loan term will be set in the original loan agreement that will be drafted after
NHDES receives the applicant’s Final Application. A loan in the amount of $1,204,815 for the
CIAC tax was approved as described in NHDES’s letter to HAWC dated August 16, 2019,
attached, and will be subject to the rate established on August 1, 2019.

Link to Commission rules: htips://www4.des.state.nh.us/nh-dweg-trust/wp-
content/uploads/2019/03/DWGTE-Commission-Construction-Rules-adopted-Marl i 2019 .pdf
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Exhibit 1-8

August 16, 2019

Harold Morse, President

Hampstead Area Water Company, Inc,
54 Sawyer Avenue

Atkinson, NH 03811

Southern New Hampshire Regional Water Interconnection Project - HAWC
Infrastructure

Subject:

Dear Mr. Morse,

On August 13, 2019, the NH Drinking Water and Groundwater Advisory Commission
(Commission) authorized an award of $4,488,565 in grant and loan funds to The
Hampstead Area Water Company, Inc, (HAWC) for payment of the construction of
drinking water infrastructure improvements necessary for HAWC to accept and transmit
project water to downstream water systems participating in the Southern NH Regional
Water Interconnection Project and for payment of the Federal Contribution in Aid of
Construction {CIAC} tax. This letter is aiso to inform you that the Commission has deferred
the decision to award Merrimack Source Development Charge (MSDC) loan request for
$392,500 until a later date. The New Hampshire Department of Environmental Services
will follow-up with HAWC with any additional information regarding the MSDC loan
request when it becomes available,

The project descriptions and respective award amounts are provided below:

Funding Award Amount
$3,283,750 grant funds

Project Description
Construction related costs including conversion
of treatment systems from chlorine to chloramine

CIAC Tax $1,204,815 loan funds

It is our understanding that entering into a grant agreement and obtaining Governor and
Executive Council approval for the grant award described above is time critical due to the
need to bid the project in early fall. The next step is for you to submit a final application.
The documents are listed on the enclased checklist and available online at: Link to Final
Application Foerms. The documents for the loan are also listed on the website at the link
above. As the loan is not a time critical item and will require approval by the Public
Utilities Commission, NHDES recommends immediate submittal of the final application for
the grant and will process the grant and loan awards separately.

Erin.Holmes@des.nh.gov | (603) 271-8321
nttps:/fwwwé . des.state.nh.us/nh-dwg-trust/
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August 16, 2019
Harold Morse
Page 2 of 2

Once the final application for the grant has been submitted, HAWC will enter into a grant agreement which
must be approved by the Governor and Executive Council. The final application must be submitted at your
earliest convenience but no later than August 22, 2019 in order to meet the September 4, 2019 closing for the
September 18, 2019 Governor and Executive Council meeting.

Please note, the final application requires a Certificate of Vote of Authorization to enter into this agreement.
if you do not have the authority to accept the grant award, we encourage you to move forward at this time
and provide us the anticipated award date. Any non-construction project related work that has been
completed may be eligible for reimbursement once the funding agreement is in place and approved by the
Governor and Executive Council.

If you have any questions, please contact me at 603-271-8321 or at erin.holmes@des.nh.gov.

Sincerely,
A hi—

Erin Holmes, P.E.
Drinking Water and Groundwater Trust Fund Administrator
MtBE Remediation Bureau

Attachments: Final Application Checklist
Cc: Michael Juranty, P.E., M{BE Remediation Bureau Administrator, NHDES

Michael Unger, P.E., DWGB, NHDES
Charlie Lanza, HAWC (Charlie @Hampsteadwater.com)

Erin.Holmes@des.nh.gov | (603) 271-8321
nttps:/fwwwa des.state.nh.us/nh-dwg-trust/
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —-SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-9 Witness: Charles Lanza and John
Sullivan

Staff 1-9
Mr. St. Cyr’s Testimony on Page 7, Lines 8-10 indicates that the Company’s Operation and
Maintenance Expense pro forma adjustment of $200,000 consists of $372,000 in additional
purchased water expense less $172,000 in reduced expenses from “turning off some wells.”
a) Please explain how the additional purchased water expense of $372,000 was
determined. (Please provide supporting calculations, as necessary.)
b) Please explain how the $172,000 in reduced expenses from “turning off some wells™
was determined. (Please provide supporting calculations, as necessary.)
¢) Please provide further explanation regarding what is specifically meant when the
Company states that it will be “turning off some wells”, i.e., will the disconnection of
these wells be temporary or permanent?
d) Please indicate the specific wells that are anticipated to be disconnected as a result of
the Phase 1 improvements.

Response 1-9

a) This was determined by multiplying 250,000 gallons per day from Salem at $3.05 per
100 cubic foot for 365 days.

b) The $172,000 was established by reducing well expenses by 50%, power purchased
by 50%, pumping expenses by 25%, and treatment expenses by 25%.

¢) Nine existing pumping and treatment stations in Atkinson and Hampstead will be
converted to chloramines under the SNHRWP. The remaining stations will remain
active sources; However, they will not provide water on a regular basis into the
system until they have been converted to chloramines. Some stations will be
converted on an as needed basis over time and some will be abandoned entirely. This
will be determined as we better understand the operations and costs associated with
the chloramines.

d) See response (c).
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-10 Witness: John Sullivan

Staff 1-10
Mr. St. Cyr’s Testimony on Page 8, Lines 7-9 states, “The Company’s owner has made
significant equity contribution([s] in recent years including $500,000 in 2019.”
a) Please clarify whether the owner’s $500,000 equity contribution in 2019 was for the
MSDC charge owed by HAWC, as described in the filing, or was a separate and
distinct equity infusion from that anticipated relative to the MSDC charge.

b) Please indicate the owner’s equity contributions made in each of the past 5 years
(2014 — 2018).

Response 1-10

A) This question is unclear. The owner, as requested by the PUC, has agreed to
contribute money to HAWC to help lower the debt to equity ratio. The $500,000 is
part of that commitment.

B) 2014 - $0

C) 2015 - $150,000

D) 2016 - $500,000

E) 2017 - $400,000

F) 2018 - $400,000
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-11 Witness: John Sullivan

Staff 1-11

Mr. St. Cyr’s Testimony on Page 8, Lines 9-12, with regard to increasing the equity
component of the Company’s overall capital structure, makes no mention of future anticipated
equity infusions by the shareholder in order to achieve a more balanced capital structure. In
Order No. 26,195 {11/28/18), the Commission mandated that HAWC move closer to an actual
55% debt and 45% equity capital structure prior to its next rate case filing. Further, in Order
Nos. 26,218 (2/1/19) and 26,230 (3/29/19), the Commission expressed its expectation that
HAWC’s shareholder would make “meaningful and appropriate equity infusions” in order to
move the Company towards the balanced capital structure mandated in Order No. 26,195. In
light of the anticipated capital structure after Phase I of 64% debt and 36% equity calculated on
Schedule SPS-3 of Exhibit 4, please indicate what further equity infusions the Commission may
expect to see made by the shareholder prior to the filing of the Company’s next rate case.

Response 1-11

On 3/26/19 HAWC sent a letter to the PUC for docket DW 18-138 stating HAWC s shareholder
committing a total of $750,000 as paid in capital over the next 3 years.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-12 Witness: Stephen St. Cyr

Staff 1-12

Mr. St. Cyr’s Testimony on Page 10, Lines 1-2 states, “. . . HAWC’s payments of the MSDC
fees are being treated as “wells” and being recovered [over] 30 years.” Please explain why the
MSDC fees should not be recorded as a Deferred Asset and amortized over the period of the
MSDC Agreement (until 12/31/58) included as Attachment C to Exhibit 8.

Response 1-12

Response: HAWC did consider recording the MSDC as a Deferred Asset. As long as the
Deferred Asset is reflected in rate base, then either way is probably okay with HAWC. HAWC
did consider various depreciation / amortization periods including shorter ones associated with
certain commitments for certain periods of time. In the end, it decided that 30 years was
appropriate since it was treating the MSDC fees as source of water similar to wells.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-13 Witness: Stephen St. Cyr

Staff 1-13

The Major Assumptions page of Exhibit 4 indicates that the anticipated CIAC Tax is
calculated as follows: $3,283,750 x 27.24% = $894,494. However, based on the formula
contained in the Company’s CIAC Tax tariff amendment docket, DW 19-136, it appears the
calculated CIAC Tax should be $1,229,375 (($3,283,750 + (1 - 0.2724)) - $3,283,750). Please
explain.

Response 1-13

The CIAC Tax should be $1,229,375 as per the CIAC tariff amendment docket.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-14 Witness: Stephen St. Cyr

Staff 1-14

The Revenue Requirement calculation contained on Schedule SPS-5 of Exhibit 4 does not
appear to reflect any allocation to the Town of Plaistow for a portion of the additional investment
and O&M Expenses related to Phase I. Please explain.

Response 1-14

The primary purposes of SPS-5 is to calculate the additional revenue requirement in order to
demonstrate that the Company will have the cash resources to pay the loans. Some portion of the
additional investment and related O&M expenses will be factored into the amount that HAWC
charges the Town of Plaistow and such amount will reduce the additional revenue requirement.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-15 Witness: Stephen St. Cyr

Staff 1-15
Regarding the Weighted Average Cost of Capital calculation on Schedule SPS-6 of Exhibit
4:
a) Please provide the calculations for the respective interest expense amounts included
on this schedule, i.c., State of NH - $26,312 and Bank Loan - $19,359.
b) Please provide the calculations for the respective amortization of finance cost
amounts included on this schedule, i.e., State of NH - $250 and Bank Loan - $165.

Response 1-15

a) See attached page 1 of loan amortization schedules for State of NH and bank loans.
b) It appears as though the Company underestimated the amortization of the finance
costs amounts. The amortization should be as follows:
$10,000 x .695% = $6,950 / 25 years = $278
$10,000 x .305% = $3,030 + $5,000 = $8,050 / 20 years = $402.50.
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Pmt.

Number of payments per year|;

Optional extra paymentsy

Loan amounty
Annual interest rate

Loan perod in yearsd;

Start date of loan ]2

Lender name: DGTE loan for CIACTax

Scheduled

Exhibit 1-15

" Loan summary!

Scheduled number of payments
Actuat number of payments

Scheduled '};;}fment

5 4,227.85
300
300
Total early payments| $ -
_ Total interest] $ 373,360.28

No. Payment Date | Beginning Balance Payment Extra Payment | Total Payment|  Principal l Integbst Ending Balance ‘ Cumulative Interest
1 37173021 5 89449400 S 422785 & 5 1778 85 201397 § /22138A 5 7 R9248003 5 221387
2 3/1/221 & 892,48003 % 422785 & - 8 422785 % 201896 5 [ 220889 % 890,461.07 & 4,422.76
3 4/1/2021 $ 890.461.07 & 422785 & - % 422785 5 2023196 § 220389 8/ 888,437.11 § 6,626.65
4 5/1/2021 % 888,437.11 3 422785 $ $ 422785 & 2,028.9 219888 | & 886,408.14 $ 8,825.53
5 6/172021 § 856,408.14 S 422785 5 s 422785 % 2,033.99 2193861 ¢ 83437416 § 11,019.39
6 7/1/2021 § 88437416 % 422785 § 3 422785 $ 2,039.02 78 2,188.83 88233513 % 13,208.22
7 87172021 § 882,335.13 § 422785 & - 8 422785 S 204407 % 218378 £30,29107 $ 15,392.00
) 97172021 & 8R0,251.07 & 4,227.85 & - 8 422785 S 204913 2,178.72 §78,24194 S 17,570.72
9 10/1/2021 & 878,24194 $ 422785 % - $ 422785 % 2,054.20 2,173.65 876,187.74 % 19,741.37
10 117172021 % B76,187.74 & 422785 8 § 422785 & 2,059.28 2,16856 87412846 5 21,912.93
11 12/1/2021 § 57412846 5 422785 % - b 4,227.85 5 206438 216347 3 872,064.08 S 24,076.40
12 1/1/2022 $ 87206408 5 4,227.85 % - 5 422785 % 206949 215836 § #69,994.59 % 26,234.76
13 2/1/2022 & 86999459 $ 422785 5 - 8 422785 & 207461 $ 2,153.24 & 856791998 § 28,388.00
14 3/1/2022 & 857,919.98 & 422785 % 3 422785 $ 207975 & 2,14310 § 865,840.23 § 30,536.10
15 4/1/2022 & 86584023 § 422785 § - % 422785 3 208489 % 214295 & 86375534 § 32,679.05
16 5/1/2022 S 863,735.34 S 422785 5 - 8 4,227.85 § 2,09005 $ 213779  § 961,665.29 3 34,816.85
17 6/1/2022 S 861,665.29 % 422785 S 5 422785 § 200523 % 213262 3 85957006 $ 36,949.47
18 7/1/2022 § 85957006 S 42278 § - 8 422785 § 2,10041 $ 212744 5 857,469.65 & 39,076.50
19 8/1/2022 & 85746965 % 422785 % $ 422785 % 210561 % 212224 % 85536404 % 41,199.14
20 9/1/2022 & 855,364.04 § 422785 S -8 4,22785 & 211082 ¢ 2117.03 % 833,253.22 & 43,316.17
3| 10/1/2022 5 853,25322 $ 422785 5 S 322785 5 2,116.05 § 211180 % 851,137.17 § 45,427.97
2 11/1/2022 $ 851,137.17 % 122785 % - % 422785 S 212128 & 210656 § 849,015.89 5 47,534.33
23 12/1/2022 % 849,015.89 § 422785 $ - 5 422785 % 212653 % 210131 % 546,88935 $ 49,635.85
24 1/1/72023 § 84688935 § 422785 5 $ 4,22785 % 213180 $ 209605 % 844,757.56 § 51,731.90
25 2/1/2023 S 844,757.56 S 422785 & 5 422785 5 213707 & 2090.77 5 34262049 5 53,822.67
26 3/1/2023 % $42,62049 § 422785 5 - 3 422785 § 214236 S 2,08549 840478.12 & 55.908.16
27 4/1/2023 5 340,478.12 § 4,227.85 5 - S 422785 % 2,147.66 % 208018 5 83333046 5 57,98834
28 5/1/2023 $ §38,33046 5 422785 § - 3 422785 % 215298 % 207487 % 83617748 § 60,063.21
29 6/1/2023 S 836,177.48 5 422785 % - $ 422785 § 215831 S 206954 5 834,019.17 $ 62,132.75
30 7/1/2023 & 83401917 % 422785 3% - $ 422785 § 2,163.65 & 2,06420 % §31,85552 § 64,196,95
3 s/1/2003 S 831,85552 % 422785 § - $ 4,22785 % 216901 5 205884 & 82968652 $ 66,255.79
12 97172023 % 929,68652 5 422785 & S 422785 S 217437 § 203347 S 82751214 & 685,309.26
33 10/1/2023 S 82751214 & 422785 § - 3 422785 § 217976 S 204809 5 82533239 & 7,357 36
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Loan Amortization Schedule

Optional extra payments| ;.7 =

Lender name: [Eﬁf Ln:m erGI*E—-rna-

Bl

" Loan amount. & - "'392,500 00—‘
Annual interest rate
[.oan period in years
Number of payments per year
Start date of loan

" Enter values:

Loan summary

" Scheduled payment

Scheduled number of payments
Actual number of payments

Total early payments;

Total interest

$ 2,590.33
240

240

S
$ 229,178.31

et
*

g
7

\\‘\-—L._ﬁ_- f"if‘ 1:;3-'1\
|

Pmt Payment Date Beginning Balance Scheduled Extra Payment ; Total Payment Principal | Interest l Endifig Balance Cumulative Interest

Neo. Payment /
1 a0 8 3IRZ0000 S 259033 5 §7EG033 ST TGN 5 A 65, s 391,34509  § 1,635.42
2 3/1/2021 % 39154509 & 259033 % - 5 239033 S 9588915 1,631 260,586.20 % 3,266.85
3 47172021 § 390,586.20 S 259033 § ] 259033 0§ Or2.88 1 % K 1,627. -14! 38962332 5 4,894.30
4 5/1/2021 S 38962332 S 259033 S - $ 25933 % 966.90 | 5/ 1,62343 385,65642 % 6,517.73
5 64172021 $ 38865642 % 259033 § % 25%033 5 970.92 S ‘[,619.40L 38768550 § 8,137.13
6 7/1/2021 % 38768550 % 2,59133 3 - & 239033 $ 97497 \ & 1,615.36 »/; 386,71053 & 875249
7 B/1/2021 S 386,710.53 § 259033 & - S 259033 5 979.03 18 161129 | 8 38573150 $ 11,363.78
5 9/1/2021 S 385,731.50 % 259033 S - $ 259033 3 983,11 |5 1,6007.21 lg 384,748.38 S 12,9700.99
9 10/1/2021 S 384,74838 S 2,59033 5 - H] 259033 § 957.21 1,603.12 L $ 383,761.18 % 14,574.11
10 11/1/2021 % 383,761.18 § 259033 % ) 2590353 5 591.32 1,59%.00 ‘\\ $ 382,769.85 % 16,173.12
11 12/1/2021 & 38276985 % 259033 % g 259033 % 495 45 1,594.87 1§ 381,77440 & 17.767.99
12 17172022 S 381,774.40 S 259033 % - $ 2,59033 % 999.60 1,590.73 }5 380,774.80 % 19,358.72
13 27172022 S 380,774.80 & 259033 § - [ 259033 $ 100376 S 158656 'S 37977104 5 20,94528
14 3/1/2022 5 37977104 2,59G.33 % - S 259033 S L0795 % 158238 % 378763.0 § 22,327.66
15 4/1/2022 S 378,763.09 S 259033 § - S 2,39033% % 101215 % 1,578.18 ¢ TR0 5 24,105.84
16 5/1/2022 % 37775094 S 259033 5 - $ 259033 5 1L.01636 & 157396 % 376,73458 % 25,679.80
17 6/1/2022 % 376,73458 5 2,590.33 S - k3 259033 3 1,020460 § 156973 % 375,71398 5 27,24953
18 77172022 & 37571398 % 259033 % - $ 259033 S 102485 § 156547 % 374,689.13 & 28,815.00
19 K1/2022 5 374,689.13 % 259033 % - 5 2,590.33% 5 102912 & 156120 % 37TBEE0M 8 30,376.21
20 9/1/2022 $ 373,65001 S 259033 S $ 2,59033 § .03341 % 155652 5 37262660 S 31,933.12
21 10/1,2022 5 372,62660 S 25933 S - $ 259033 % 103772 % 155261 % 37158888 § 33,485.74
bl 11/1/2022 % 37158888 3 259033 % . 3 259033 & 1.,04204 5 154829 § 370,546.84 & 35,034.02
23 12/1/2022 ¢ 37054684 § 259033 % - g 259033 % 1,046.38 § 154395 § 36950046 S 36,577.97
24 17172023 % 36950046 5 259033 % - % 259033 $ 105074 S 1,33959 § 368,449.72 5 38,117.55
25 2/1/2023 % 368,449.72 & 259033 % . S 259033 % 105512 $§ 1,53521 % 367,394.60 $ 39,652.76
20 3/1/2023 % 36739460 S 259033 % ) 259033 5 105952 s 1,530.81 $ 36633509 % 41,183.57

7 4/1/2023 5 366,335.09 § 259033 % - S 2,59)33 & 106393 § 152640 % 365,271.16  $ 42,709.97
28 5/1/2023 % 365,271.16 % 259033 5 - S 259033 0§ 106836 % 152196 5 36420279 S 44,231.93
29 6/1/2023 5 364,202.79 S 259033 5 - 5 259033 S 107281 % 1,51751 § 36312998 § 45,749 44
R /172023 0% 363,12998 § 259033 5 - 5 259033 $ 107728 S 151304 § 362,05270 % 47,262 .48
31 8172023 S 362,052.70 S 259033 % ] 259033 & 108177 % 150855 % 360,970.92 § 48,771.04
az 9/1/2023 & 360,97092 % 259033 § ] 259033 5 108628 $ 1530405 § 35988464 5 50,275.08
a3 10/1/2023 S 35988464 % 259033 5 $ 259033 % 1,090.81 & 149952 % 35879383 S 51,774.60
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received; 10/11/2019 Date of Response: 10/28/2019
Staff 1-16 Witness: John Sullivan

Staff 1-16
Schedule SPS-12 of Exhibit 4 includes a $6,000 estimate for costs incurred by Lewis Builders
Development. Please provide further explanation regarding the nature of these anticipated costs.

Response 1-16

These costs include the time of Charlie Lanza, Anthony Augeri, John Sullivan and other related
staff members to prepare this petition, attend hearings, answer data requests, etc.

040



DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-17 Witness: Charles Lanza

Staff 1-17
Mr. Morse’s Testimony on Page 2, Line 8 states that the MSDC is “levied by NHDES.”

Please provide further explanation as to why the MSDC applicable to HAWC is being levied by

NHDES instead of Manchester Water Works directly.

Response 1-17

This was incorrectly stated. The MSDC is levied by Manchester Water Works per the Southern

NH Interconnect Agreement.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-18 Witness: Charles Lanza and John
Sullivan

Staff 1-18

Mr. Morse’s Testimony on Page 2, Lines 10-12 states, “The Company seeks expedited
approval of this Petition in order to qualify for low-interest financing which is available for a
limited time period.” However, the letter dated 8/16/19 from the DWGTF Commission provided
as Exhibit 1 states, . . . the loan is not a time critical item and will require approval by the Public
Utilities Commission . . .”

a) Please indicate the approximate timeframe for when a Commission order needs to be
issued relative to the proposed financings.

b) Please explain the process and remaining approvals that need to be obtained before
the Company can close on the proposed DWGTF financing relative to the CIAC Tax.

¢) Please explain the remaining process in order for the Company close on the Bank
financing relative to the MSDC.

Response 1-18

a) Please see NHDES’s following response “The statement in the letter was letting the
award recipient know that NHDES set a deadline of August 22, 2019 for the Final Grant
Application in order to move quickly getting the grant approved by the Governor and
Executive Council in order to proceed with bidding and construction of the project. The
loan was not “critical” at that moment to the grant approval process or to meeting the
project’s construction schedule. NHDES anticipated processing the grant and loan
separately because the loan needed to go through the PUC approval process, and we
wanted to make that clear in the letter. This is not a contradiction to Mr. Morse’s
testimony and only applies to NHDES® internal processing”.

b} Following PUC approval, the applicant will need to submit a Final Loan Application, and
NHDES will process it as they do all other loan agreements that must be approved by the
Governor and Executive Council.

c¢) In order for the bank to provide firm terms on the loan, the bank needs us to provide them
with a solid timetable as to when we will be receiving PUC approval.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-19 Witness: Charles Lanza

Staff 1-19

Mr. Morse’s Testimony on Page 2, Lines 19-20 states, regarding the DWGTF loan, “The
payment of principal and interest based on a 25-year amortization will be due monthly beginning
30 days from the date of closing.” Please provide documentation from NHDES in support of
these terms.

Response 1-19

The original loan agreement will include a scheduled completion date and indicate when
repayment will begin. In accordance with Administrative Rules for the DWGTF, Administrative
Procedures for Grants and Loans From the Drinking Water and Groundwater Trust Fund, Env-
Dw 1300 (effective October 23, 2019), Sections Env-Dw 1304.12(c)}(3)(a) and 1304.12(c)(3}b),
interest repayments begin 6 months after the scheduled completion date or substantial
completion date, and principal and interest repayments will begin one year after the scheduled
completion date or substantial completion date, whichever is earlier.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —~SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-20 Witness: Charles Lanza

Staff 1-20
Please provide correspondence from NHDES that specifically addresses the following:
a) A description of the benefits to HAWC’s existing customers that will result from
HAWC’s overall participation in the Southern NH Regional Water Initiative

(SNHRWTI) project as well as from the specific completion of Phase I of that project.
b) An explanation as to why HAWC’s participation in the SNHRWI project is crucial to

the overall success of the project. (See Petition, Page 4, Paragraph 14)

Response 1-20

a) See attached.
b) Sece attached.
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Exhibit 1-20

The State of New Hampshire
—-( 3 []
NHDES Department of Environmental Services

Robert R. Scott, Commissioner

October 25, 2019

Debra A. Howland, Executive Director

New Hampshire Public Utilities Commission
21 South Fruit Street, Suite 10

Concord, NH 03301

Re: DW-19-147 Hampstead Area Water Company Southern New Hampshire
Regional Water Project

Dear Ms. Howland:

The New Hampshire Department of Environmental Services (NHDES) is writing this letter of
support for the Hampstead Area Water Company’s (HAWC) Petition for approval of financing for
costs directly related to and necessitated by the Southern New Hampshire Regional Water
Project.

The Southern New Hampshire Regional Water Project (SNHRWP) seeks to use Manchester Water
Works as a supplemental source of supply for water systems serving the Towns of Windham,
Salem, Atkinson, Hampstead and Plaistow. HAWC water users and rate payers will realize the
following benefits as a result of the additional supply capacity provided by the SNHRWP,

1. Increased reliability of water supply. Some existing wells are experiencing declining vields.

2. Improved water quality by allowing HAWC to prioritize higher quality wells. Some wells
have experienced increasing concentrations of regulated contaminants such as arsenic,
radium, and alpha particles. HAWC will be able to serve a safer product to customers by
taking their lowest quality wells offline and blending in regional water.

3. Reduction in system complexity by allowing HAWC to take up to ten of its existing 19 wells
offline.

4. Ability to expand to address contamination and/or loss of water in private wells.

HAWC's participation in the SNHRWP is critical because the regional water supply must be
wheeled through the HAWC water system in order to serve the Town of Plaistow. The Town of
Plaistow has no alternative source of water supply.

Please note that the New Hampshire Drinking Water and Ground Water Trust Fund (the Trust
Fund) is providing a grant for HAWC's construction costs necessitated by and solely related to the
SNHRWP. In addition, costs HAWC will incur as a result of the SNHRWP, including but not limited
to, operation and maintenance, bulk water purchase and tax liabilities will be offset in part by
wholesale water sales to the Town of Plaistow. In view of the foregoing, NHDES believes that

PO Box 95, 29 Hazen Drive, Concord, NH 03302-0095
Telephone: (603) 271-3899  Fax: (603) 271-2181  TDD Access: Relay NH 1-800-735-2964
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Debra A. Howland
October 25, 2019
Page 2

HAWC’s Petition is in the best interests of its customers as it will enable the company to continue
to provide safe and reliable service at just and reasonable rates, and to play a critical role in the
SNHRWP,

In summary, NHDES supports HAWC's request for financing for costs directly refated to and
necessitated by the Southern New Hampshire Regional Water Project.

Sincerely,

e

Robert R. Scott

cc: Charlie Lanza, General Manager, HAWC
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-21 Witness: Charles Lanza

Staff 1-21

The Cover Letter to the Cost of Service Study (COSS) (Exhibit 7) states that Raftelis also
was engaged to, “Calculate a cost justified volumetric rate that Salem can assess [HAWC] for
providing wholesale water wheeling services.” Please provide a copy of that report.

Response 1-21

We have requested the information sought in this request from Rafielis and will forward any
response as soon as it is received.
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Exhibit 1-21

Weston (&) Sarnpsorn

100 International Drive, Suite 152, Portsmouth, NH 03801
Tel: 603.431.3937

November 30, 2018

Michael Unger, P.E.

Water Engineer, Drinking Water and Groundwater Trust Fund
Drinking Water and Groundwater Bureau | NHDES

29 Hazen Drive

Concord, NH 03302

Re: Southern NH Regional Water Main Initiative (SNHRWI))
Cost of Service Study — HAWC

Dear Mike:

We are pleased to submit this report to the New Hampshire Department of Environmental Services (DES) for the
Cost of Service Study (COSS) perfermed for the Hampstead Area Water Company (HAWC) on behalf the SNHRWI
project. The propesed SNHRWI project includes the potential connection of water systems maintained by
Manchester Water Works (MWW), HAWC, and the towns of Salem, Derry, and Plaistow. The project would
supplement domestic water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow
through a regional water supply partnershig.

DES initiated the COSS to determine the cost to each community for supplying water to adjacent communities as
part of the SNHRWI project. The existing water system operations for HAWC were examined to determine how
and why costs are incurred. Developing this understanding allowed for & proper allocation of future costs to HAWC
to distribute water to adjacent communities.

Per our work scope and budget dated August 17, 2018 we have completed the draft COSS for HAWC with the
assistance of Raftelis Financial Consultants. We wish to acknowledge the assistance of DES and HAWC staff with
gathering background information for the project. The cooperation was essential to the completion of the report
and is sincerely appreciated.

Sincerely,

WESTON & SAMPSON ENGINEERS, INC.

-

Jeffréy W. McCilure, P.E,
Senior Assaciate

PANH\NH DES\2180675 Caost of Service Study\HAWE - COS Report Cover Letter.doox

wastonandsampson.com
Offices in: MA, CT, NH, VT, NY, SC & FL
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November 30, 2018

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Hampstead Area
‘Water Company

Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Draft Cost of Service Report to Weston
& Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWI).

The major objectives of the study include the following:
¢ Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;
= Utilizing said methodology and model, the following scenarios were to be analyzed:
»  Calculate a cost justifted volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;
+ Calculate a cost justified volumetric rate that Salem can assess the Hampstead Arca Water
Company (HAWC) for providing wholesale water wheeling services;
#  Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for HAWC. We expect this initial report will result in further discussions with all stakeholders
and that some modifications may be necessary to finalize a set of methodologies and rates that all agree to. It
has been a pleasure working with you, and we look forward to continuing our work with you to finalize this
important project for the region.

Sincerely,

Dave Fox
Manager

SOUTHERN NEW HAMPSHIED REGIONAL WA TER INITIATIVE CQOST OF SERVICE STUDY REFORT
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i.t.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWT), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Arca Water Company
(HAWC), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0BJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHRWI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Hampstead Area Water Company (HAWC) portion of the SNHRWIL.

The charges to be calculated through this study include developing a cost justified volumetric rate that HAWC
can assess the Town of Plaistow for providing wholesale water wheeling services.

1.2, Wholesale Cost of Service Meithaedology
Based on the objectives for this study and our understanding of the SNHRWI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

« A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

¢ Arate of return applied to the utility’s investment in these assets; and

+ A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWI operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Salem, of approximately 250,000 gallons
per day, will be assessed at a rate of $3.09 per one hundred cubic feet (Ccf), which is draft and contingent on
the finalizing of our similar report to Salem which presented the calculation of wholesale rates for HAWC as
well as the Town of Windham. Table 1 presents the test year full cost components for HAWC, These cost
components will be utilized later in this report to demonstrate the functionalization, allocation, and distribution
required to provide wheeling services only.

COST OF GERVICE STURY REPORT i
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Table 1; Test Year Costs

k Source of Supply $ 399,702

Pumping Expenses 284,516
Water Treatment Expenses 170,729
Transmission and Distribution Expense 83,991
Customer Accounts Expense 113,121
Administrative and General Expenses 504,818
MSDC Charges 64,070
Additional Support 55,000
Chloramine Conversion (for 20 stations) 66,367
Shannon Road Booster Station 11,593
Rate of Return 453,727
Taxes Other Than Income 67,002
Income Taxes 131,581
CIAC (84,376)

- Dep_rec_iation _ 185,088

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWAY); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with HAWC staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories,

2 SOUTHERN NEW HAMPUHIRE MIGIONAL WATER INITIATIVE
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Table 2:

Source of Supply
Pumping Expenses
Water Treatment Expenses
Transmissicn and Distribution Expense
Customer Accounts Expense
Administrative and General Expenses
MSDC Charges
Additional Support
Chloramine Conversion (for 20 stations)
Shannon Road Booster Station
Rate of Return

Taxes Other Than Income

Income Taxes

CIAC

Depreciation

LETEREE Pl

Test Year Costs by General Function

$ 397,703  $
283,003
169,875
34,113

424,553
63,750
46,255
55,815

9,750

350,564

123,361

101,664

(165,169)

386,679

1,423
854
2,252

3,132
320
341
412

72

5,802

2,042

1,682

(2,733)

999§

107,392

47,626
113,121
77,133

8,404
10,140
1,771
97,361
34,261
28,235
(45,872)

-

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs
that are explicitly incurred for retail-only or wholesale-only service. Specificaily, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from HAWC’s customer demand characteristics and water production facilities. A summary

of this process is presented in Table 3.

Tabia 3

Souree of Supply

Pumping Expenses

Water Treatment Expenses
Transmission and Distribution Expense
Customer Accounts Expense
Administrative and General Expenses
MSDC Charges

Additional Support

Chloramine Conversion (for 20 stations’
Shannon Road Booster Station

Rate of Return

Taxes Other Than Income

Income Taxes

CIAC

Depreciation

Teul Year Costs by Sost Component

$ 10226 $ 12,499

127,392 155,701
21,668 12,445
132,649 150,436
20,815 25,440
25,117 30,698
4,388 5,363
190,404 140,282
67,002 49,364
55,217 40,682
(89,709) (66,094)

20019

154,734 |

374,97

.. 210

169,875

141,468

19,878
6,995
5,765

{9,366)

CUET OF SERVICE STUDY REPORY 3
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Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for HAWC’s calculated non-operating expenses

such as its depreciation and rate of return.
The following table (Table 4) presents the final rate calculation that HAWC could assess the Town of Plaistow.

Table 4: Caloulation of Wholesale Rate {per Ccf)

'Co Service

Operating Expenses $ 221,019
Rate of Return 128,405
Depreciation 52,380
Other Non-Operating 32,321
Total: Cost of Service $ 434,125
Estimated Flow (Ccf) 121,992

4 SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE
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APPENDIX A:
FULL COST OF SERVICE
ALLOCATIONS



Functional Functfonal Categories

Operations and Malntanance Expense Category Genaral Fire Customer
f Water Service Sarvice
Operations
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Qperatien Labor and Expenses 4,832 General Water 99.5% 0.5% 0.0%
Purchased Water 376,863 General Water 99.5% 0.5% 0.0%
Miscellaneous Expanses 23 General Water 99.5% 0.5% 0.0%
Rents - General Water 59.5% 0.5% 0.0%
Mainterance
Maintenance Supervision and Engineering $ 1,677 General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements 4,647 General Water 99.5% 0.5% 0.0%
Mzintenance of Collecting and Impounding Reservoirs - General Water L__.995% 0.5% 0.0%
Maintenance of Lake, River, and Other Intakes - General Water 98.5% 6.5% 0.0%
Maintenance of Wells and Springs 11,660 General Water 96,5% 0.5% 0.0%
Maintenance of Infiltration Galleries and Tunnels - General Water 99.5% 0.5% 0.0%
Maintenance of Supply Mains - General Water 95.5% 0.5% 0.0%
Mairtenance of Miscellaneous Water Source Plant - General Water 99,5% 0.5% 0.0%
Subtotal: Source of Supply $ 399,702 $ 397,703 % 1,999 § -
Bumping Expenses
Operations
Operation Supervision and Engineering $ - General Water {_ . 599.5% 0.5% 0.0%
Fuel for Power Production - General Water 99.5% 0.5% 0.0%
Power Production Labor and Expenses - General Water 99.5% 0.5% 0.0%
Fuel or Power Purchased for Pumping 177,913 General Water 99.5% 0.5% 0.0%
Pumping Labor and Expenses 23,050 General Water 99.5% 0.5% 0.0%
Expenses Transferred-Credit - General Water 99.5% 0.5% 0,0%
Miscellaneous Expenses 16,254 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Malntenance Supervision and Engineering $ - General Water | 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements 31,112 General Water 99.5% 0.5% 0.0%
Maintenance of Power Production Equipment - General Water 99.5% 0.5% 0.0%
Maintenance of Pumping Equipment 36,187 General Water 99.5% 0.5% 0.0%
Subtotal: Pumping Expenses $ 284,516 H 283,093 % 1,423 $ -
Walter Treatment Expenses
Operations
Cperation Supervision and Engineering $ - General Water 95.5% 0.5% 0%
Chemicals 10,961 General Water 99,5% 0.5% 0.0%
Operaticn Labor and Expenses 149,034 General Water 99.5% 0.5% 0.0%
Miscelianeous Expenses - General Water 59.5% 0.5% 0.0%
Rents - General Water 99,5% 0.5% 0.0%
Maintenance
Operation Supervision 2nd Engineering 3 - General Water 0.5% 0.0%
Maintenance of Structures and Improvements - General Water . 0.5% 0.0%
Mafntenance of Water Treatment Equipment 10,734 | General Water 0.5% 0.0%
Sublotal: Water Treatment Expenses % 170,729 $ 169,875 § 854 % -
Transmission and Distribution Expense
Operations
Operation Supervision and Engineering $ - TR Supeirvision 40.6% 2.7% 56.7%
Starage Facilities Expenses - General Water 59.5% 0.5% 0.0%
Transmission and Distribution Lines Expenses 13,300 General Water 9%.5% 0.5% 0.0%
Meter Expenses 16,564 Customer Service 0.0% 0.0% 100.0%
Custormer Installations Expenses 1,228 Custormer Service 0.0% 0.0% 100.0%
Miscellaneous Expenses 2,138 General Water 59.5% 0.5% 0.0%
Rents - General Water 59.5% 0.5% 0.0%
Maintenanice
Maintenance Supervision and Engineering ¥ - T&D Supervision 40.6% 2.7% 56. 7%
Maintenzance of Structures and Improvements - General Water 99.5% 0.5% 0.0%
Mairtenance of Distribution Reservoirs and Standpipes 7,026 Storage 100.0% 0.0% 0.0%
Malntenance of Transmission and Distribution Mains 11,774 General Water 99.5% 0.5% 0.0%
Maintenance of Fire Mains - Hydrants 0.5% 99.5% 0.0%
Maintenance of Services 23,035 Customer Service 0.0% C.0% 100.0%
Maintenance of Meters 6,799 Custarner Service L 0.0% 0.0% 100.0%
Maintenance of Hydrants 2,127 Hydrants 0.9% $9.5% 0.0%
Maintenance of Miscallenous Equipment - T&D Supervision 40.6% 2.7% 56.7%
Subtotal: Transmission and Distribution Expense $ 83,991 $ 34,113 % 2,252 % 47,626
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Customer Accounts Expense
Dperations
Supervisicn
Meter Reading Expenses
Customer Records and Collection Expenses
Uncellectibie Accounts
Miscellaneaus Customer Accounts Expenses

Subtotal: Customer Accounts Expense

Sates Expenses
Operations
Sales Expenses

Subtotal: Sales Expenses
Administr General Expen
Operations
Administrative and General Salaries
Office Supplies and Other Expenses
Administrative Expenses Transferred-Cr.
Outside Services Employed
Property Insurance
Injuries and Damages
Employee Pension and Benefits
Franchise Requirements
Regulatory Commission Expenses
Duplicate Charges Cr.
Miscellaneous Expenses
General Rents

Maintenance
Maintenance of General Plant

Subtetal: Administrative and General Expenses

MSDC Charges
Annual Expense

Subtotal: MSDC Charges

Additignal Support

FTE to support new water flows and chloramination
Subtotal: Additicnal Suppert

Chioramine Conversion {for 20 stations)
Chloramine Pump Package System
Ammania Anafyzer
Chiorine cast
Ammonia cost
Pump House Updates
Electricity for chemical system anly

Subtotal: Chisramine Conversion (for 20 stations)

Shannon Road Booster Station
Pumps
Mag-metar
SCADA Monitoring & Equipment
Electricity
Subtotal: Shannon Road Booster Station

Contingency
Subtotal: Contingency

Total Operating & Maintanance Expenses

Plant in Service
Intangible Plan
Intangible Plant - Franchise

Subtotal: intangible Plan

Source of Supply and Pumpi
Land and Land Rights

Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment
Subtotal: Seurce of Supply and Purnping

$ - Customer Service 0.0% 0.0% 100.0%
12,787 Customer Service 0.0% 0.0% 100.0%
100,334 Customer Service 0.0% 0.0% 100.0%
- Custemer Service 0.0% 0.0% 100.0%
- Custemer Sarvice 0.0% 0.0% 100.0%
5 113,121 $ - % - % 113,121
$ - | General Water | 7 Toa5% I 0.5% [ 0.0% |
$ - $ -8 - % -
3 16,542 Total O&M 84.1% 0.6% 15.3%
46,764 Total O&M 84.1% 0.6% 15.3%
- Total D&M 84.1% 0.6% 15.3%
259,165 Total Q&M 84.1% 0.6% 15.3%
- Total O8N 84.1% 0.6% 15.3%
35,731 Total O8M 84.1% 0.6% 15.3%
85,838 Total O&M 84.1% 0.6% 15.3%
5,520 Total O&M 84.1% 0.6% 15.3%
6,408 Total O&M 84.1% 0.6% 15.3%
- Total 0BM 84.1% 0.6% 15.3%
31,950 Total O&M 84.1% 0.6% 15.3%
16,900 Tota! O&M ] 84.1% 0.6% 15.3%
$ - f Total O&M [ 84.1% ! 0.6% ] 15.3% ]
$ 504,818 $ 424,553 % 3,132 3 77,133
s 64,070] | General Water 1 98.5% ] 0.5% [ 0.6% ]
$ 4,070 H 63,750 % 320 % -
i3 55000 ] [ Total D&M | I e [ 0.6% | 15.3% i
H 55,000 $ 46,255 % 341§ 8,404
[ 14,000 Total O&M 84.1% 0.6% 15.3%
15,200 Total O&M 84.1% 0.6% 15.3%
5,990] Total 0&M 84.1% 0.6% 15.3%
10,837 Total OBM 34.1% 0.6% 15.3%
20,000 Total O&M 84.1% 0.6% 15.3%
340 Total O&M §4.1% 0.6% 15.3%
$ 66,367 5 55,815 ¢ 412 % 10,140
5 3,500 | [ TomlO&M 8. 1% 0.6% 15.3%
833 Total Q&M B4.1% 0.6% 15.3%
1,500 Total O&M 84.1% 0.6% 15.3%
5,760) Total &M 84.1% 0.6% 15.3%
$ 11,593 $ 9,750 §% 72 % 1,771
s 0 Total D&M 11 84.1% i 0.6% [ 15.3% |
$ - $ - % - % -
$ 1,753,907 $ 1484908 $ 10,804 $ 258,195
$ 36,583 | Plant Investment | T 71.3% [ 1.3% [ 2L.5% ]
$ 36,583 % 28,265 § 468 % 7,850
$ 76,185 General Water 99.5% 0.5% 0.0%
1,276,644 General Water 99.5% 0.5% 0.0%
521,763 General Water 99.5% 0.5% 0.0%
106,525 General Water 99.5% 0.5% 00% |
1,656,980 General Water 99.5% 0.5% 0.0%
$ 4,038,098 $ 4,017,907 5 20,190 % -

057



Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

Transmission & Distribution
Distribution Reservairs & Standpipes
TaD Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Flant
Office Furniture and Equipment
Transportation Equipment
Toels, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Totalk Plant In Service

Depreciation
Intanaible Plap

Intangible Plant - Franchise
Subtotal: intangible Plan

Source of Supply and Pumping
Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatment Equipment

Subtotal: Watar Treatment

Transmission & Distribution
Distribution Reservairs & Standpipes
T&D Mzins
Services
Meters and Meter Instaflations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Caomputer Equipment

Subtotal: General Plant

Total: Depreciation

Taxes

Tax her nceme
Utility Property Tax
Real Estate

Subtotal: Taxes Gther Than Income

Income Taxes
Business Enterprise Tax

Subtotal: incorne Taxes

Total: Taxes

Amortization
CIAC
Other

Total: Amortization

Retumn
Estimate

Total: Returm

$ 735971 | General Water i 99,5% | 0.5% ] 0.0% }
% 735,971 $ 732,291 § 3,680 % -
$ 1,665,952 Storage 100.0% 0.0% 0.0%
6,240,925 General Water 99,586 0.5% 0.0%
2,250,484 Customer Service 0.0% 0.0% 100.0%
1,340,115 ! Customer Service 0.0% 0.0% 100.0%
158,156 Hydrants 0.5% 99.5% 0.0%
303,311 General Water 99.5% 0.5% 0.0%
$ 11,958,942 $ 8,178,258 % 190,087 § 3,590,598
$ 1,420 Piant Invesbinent 77.3% 1.3% 21.5%
153,990 Piant Investment 77.3% 1.3% 21.5%
3,975 Plant Tnvestment 77.3% 1.3% 21.5%
97,088 Plant Investment | 7.3% 1.3% 21.5%
$ 256,473 $ 198,159 § 3,279 % 55,034
$ 17,026,067 $ 13154881 4% 217,704 § 3,653,483
§ 915 | Depreciation [ 72.4% [ 0.9% ! 26.7% I
$ 915 $ 662 & 9§ 244
[ 1,905 General Water 9.5% 0.5% 0%
31,074 General Water 99.5% 0.5% 0.0%
29,303 Genera! Water 99.5% 0.5% 0.0%
1,530 General Water 99.5% 0.5% 0.0%
64,129 Generat Water 99.5% 0.5% 0.0%
$ 127,941 $ 127,301 % 640 § -
$ 31,316 | General Water 1 9% | 0.5% I 0.0% hi
$ 31,316 $ 31,159 % 157 % -
$ 36,760 Storage 100.0% 0.0% 0.0%
129,952 General Water 99.5% 0.5% 0.0%
51,959 Customer Service L 0.0% 100.0%
76,485 Customer Service 0.0% 0.0% 100.0%
3,019 Hydrants 0.5% 99.5% 0.0%
24,428 General Water 99.5% 0.5% 0.0%
$ 322,604 H 190,384 % 3,776 § 128,444
$ - Depreciation . 123% 0.5% 26.7%
12,731 Depreciation 72.4% 0.5% 26.7%
203 Depreciation 72.4% 0.9% 26.7%
4,759 Depreciation 72.9% 0.9% 26.7%
$ 17,695 $ 12,810 3 168 $ 4,717
$ 500,470 $ 362,317 § 4,748 § 113,405
$ 30,2714 | Piant Investment | 77.3% P 7i3% 21.5% ;
129390 | Flant Investment | i 77.3% t 1.3% | 2L5% |
$ 159,664 % 123,361 ¢ 2,042 § 34,261
H 131,581 ¢ General Water L 99,5% | 0.5% : 0.0% |
$ 131,581 $ 130,923 $ 658 % -
$ 291,245 $ 254,284 § 2,699 § 34,261
$ (216,489) | Plank Irvestment [ 77.5% o 13% [ 21.5% i
2,715 | Plant Investment | 77.3% 1.3% | 21.5% |
$ (213,774) $ [165169) § (2,733) § (45,872)
$ 453,727 | Plant Investment i 77.3% | 1.3% I 205% |
$ 453,727 $ 350,564 % 5802 $ 97,361
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O&M Expanses
Source of Supply
Cperations
Qperation Supervision and Engineering
Operation Labor and Expenses
Purchased Water
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Collecting and Impeunding Reservoirs
Maintenance of Lake, River, and Other Intakes
Maintenance of Wells and Springs
Maintenance of Infiliration Galleries and Tunnels
Maintenance of Supply Mains
Maintenance of Miscellaneous Water Source Plant

Subtotal: Source of Supply

Pumping Expen;
Operabions

Cperation Supervision and Engineering
Fuel for Power Production
Pawer Production Labor and Expenses.
Fuel or Power Purchased for Pumnping
Pumping Labor and Expenses
Expenses Transferred-Credit
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Pewer Production Equipment
Maintenance of Pumping Equipment

Subtotal: Pumping Expenses

Waler T] en nses
Operations
Operatian Supervision and Engincering

Chemicals

Operation Labor and Expenses
Miscellaneous Expenses

Rents

Maintenance
Operation Supervision and Engineering
Maintenance of Structures and Improvemnents
Maintenance of Water Treatment Equipment

Subtotal: Water Treatment Fxpenses

Transnission and Distribition Exgense
Operations
Cperatian Supervision and Engineering
Storage Facllities Expenses
Transmission and Distribution Lines Expenses
Meter Expenses
Custemner Installations Expenses
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Distribution Reservairs and Standpipes
Maintenance of Transmission and Distribution Mains
Malntenance of Fire Mains
Maintenance of Services
Maintenance of Meters
Maintenance of Hydrants
Maintenance of Miscallenous Equipment

Subtotai: Transmission and Distrbution Expense

s H§ ‘.l g[ & H§ E.anse
Operations
Supervision
Meter Reading Expenses
Customer Records and Collection Expenses
Uneafiectible Accounts
Miscellaneous Customer Accounts Expenses

Subtotal: Customer Acrounts Expense

Sales Expenses
Operations
Sales Expenses

Subtatal: Sales Fxpenses

Water Cost Drivers

Bxtra Wholesale Retall
Bars Capacity Only Onty
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
4,808 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
374,978 Purchased Water 0.00% 0.00% 100.00% 0.00%
23 Production & Pumping Costs 45,00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45,00% 55.00% 0.06% 0.00%
1,669 Production & Pumping Costs 45.00% 55.00% 0.00% 00%
4,624 Production & Pumping Costs 45.00% 55.00% 0.00% 00%
. Produsction & Pumping Costs | 45.00% 55.00% 0.00% 00%
- Production & Pumping Costs 45.00% 55.00% 0.60% 0.00%
11,602 Production & Pumping Costs 35.00% 55.00% 0.00% 0.00%
- Froduction & Purnping Gosts 45.00% 55.00% 0.00% 0.00%
Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Puraping Costs 45.00% 55.00% T.00% 0.00%
397,703 s 10,226 12,499 § 174,578
- Production & Pumping Costs 95.00% 55.00% 0% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0% 0.00%
- Production & Pumping Costs | 45.00% 55.00% 00% 0.00%
177,023 Production & Pumping Costs __ | 45.00% 55.00% 0% 0.00%
22,935 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.60% T.00%
16,173 | Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- [ _Producticn & Pumping Costs 45.00% 55.00% 0,00% 0.00%
- Peoduction & PUmping Costs 45.00% 55.00% 0.00% 0%
30,956 Production & Pumping Costs 25.00% 55.00% 0.00% 0%
- Prodyction & Pumping Costs 15.00% 55.00% 0.00% 00%
36,006 | Producton & Pumping Costs 45.00% 55.00% 0.00% 0.00%
283,093 H 127,392 155,701 % - -
- [Z T Ireatment | 0.00% 0.00% G.00% ¥0.00%
10,906 Treatment 0.00% 0.00% 0.00% ¥0,00%
148,289 Treatment 0.00% 0.00% 0009 %,00%
- Treatment 0.00% 0.00% 0.00% 0,00%
Freatment 0.00% 0.00% 0.00% X.00%
- Treatment 000% 0.00% 0.00% 100.60%
- I T 0.00% ; 0.00% 0.00% 100.00%
10,680 T Treatment | 0.00% | 0.00% 0.00% 100.00%
169,875 s - $ - 169,875
- T&D Mains 7 53.52% 36.46% 0.00% 0.00%
- T&D Mains 63.52% 36.95% 0.00% 0.00%
13,234 TR&D Mains 63.52% 36.45% 0.00% 0.00%
- TAD Mains 63.52% 36.46% 0.00% 0.06%
- TRD Mains 63.52% 36.48% 0.00% 0.00%
2127 8D Mains | 63.52% 36.98% 6,00% 0.00%
- TRD Mains 63.52% 36.98% 0.00% 0.00%
- TED Mains 1 3.52% 36.98% 0.00% 0.00%
| T&D Mains 3.52% 36.48% 0.00% 0.00%
7,626 TBD Mains 52% 36.58% 00% 0.00%
11,715 T&D Mains 3.52% 36.48% .00% 0.00%
- TBD Mains 1,529 36,482 00% 0.00%
- T&D Mains [ 5353% 36,989 00% 0.00%
- TRD Mains 53.52% 36.98% 00% 0.00%
u T8O Mains EI55% 1 36.48% 00% 0.00%
BN TBD Mains 53.52% 36.98% .00% 0.00%
34,113 $ 21,668 § 12,445 ¢ - -
Production & Pumping Costs 35,007 55.00% 00% 0.00%
Production & Pumping Costs 45.007 55,00% 0% 0.00%
Production & Pumping Costs 45.00% 55.00% ,00% 0.00%
Production & Pumping Costs 45,607 55.00% .00% 0.00%
Production & Pumping Costs 45.00% 55.00% 0% 0.00%
3 S B B
I "Production & Pumping Costs | | S00% | S500% | 0,00% 0.00%
$ - % . -
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ministrative an XDENSES
Operations
Administrative and General Salaries
Office Supplies and Cther Expenses

Adrinistrative Expenses Transferred-Cr.

Outside Services Employed
Property Insurance

Injuries and Damages.

Employee Pension and Benefits
Franchise Requirements.
Regufatery Commission Expenses
Duplicate Charges Cr.
Miscellaneous Expenses

General Rents

Maintenance
Maintenance of General Plant

Subtotal: Administrative and General Expenses

MSOC Charges
Annual Expense

Subtotal: M5DC Charges

Additional Support

FTE te support new water flows and chlaramination

Sublotat: Additional Support

h ine Conversion {far 2 ign
Chioramine Pump Package System
Armmonia Analyzer
Chioring cost
Ammania cost
Pump House Updates
Electricity for chemnical system anly

Subtotal: Chioraming Cenversion {for 20 stations)

hanngn Road Booster Statign
Pumps
Mag-meter
SCADA Monitoring & Equipment
Electricity
Subtotal: Shannon Road Booster Station

Contingency

Subtotal: Contingency

Totaf: Op:
Check

Y s

Plant In Service
mangible Plan
Intangible Plant - Franchise

Subtotal: Intangibie Plan

Source of Supply and Pumping
Land and Land Rights

Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment
Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatrment Equipment

Subtotal: Water Treatrnent

Transmission & Distribution
Distribution Reservoirs & Standpipes
TAD Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Cffice Fumiture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Plant in Servica

$ 13,912 Total OBM 31.24% 35.43% 0.06% 33.32%
39,329 Tota! OBM I1.34% 35.43% 0.00% 33.12%
- Total GM 1.34% 35.43% 0.00% 33.32%
217,959 Total O&M 1.24% 35.43% 0.00% 33.12%
- Total OZM 1.24% 35.43% 0.00% 33,32%
30,050 Total D&M 1.24% 35.43% 0.00% 33.32%
72,190 Total O&M 129% 35.43% 0.00% 33.32%
4,642 Total O&M .24% 35.43% 0.00% i332%
5,369 Total Q&M 31,24% 35.43% 0.00% 3332%
. Total O&M 31,24% .23% 0.00% 33.32%
26,670 Total G&M 31.24% 5.33% 0.00% 33.32%
14,213 Total O&M 31.24% 5.43% 0.00% 33.32%
$ - Total D&M 1] 31.24% | 3543% | 0.00% I 33.00% ]
$ 424,553 5 132,649 § 150,436 % $ 141,468
$ 63,750 | Purchased Water 1 [ 0.00% 1 0.00% | 100.00% | 0.00% !
s 63,750 s s - % 63,750 % -
5 45,255 [ _Production & T a500% | 55.00% 0.00% i 0.00% ;
$ 46,255 $ 20,815 § 25440 s -5 .
4 11,774 Peoducticn & Pumping Costs 45.00% 55.00% 0.00% 0.00%
12,783 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
5,037 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
9,114 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
16,820 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
286 Production & Pumping Costs | 45,00% 55.00% 0.00% 0.00%
$ 55,815 $ 5,117 % 30,698 $ -5
H 2,994 | " Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
701 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
1,262 Production & Pumping Casts 45.00% 55.00% 0.00% 0.00%
4,844 Production & Pumping Costs___| 45.00% | 55.00% 0.00% 0.00%
s 3,750 |3 4,308 $ 5363 % $
s - | Production & Pumping Costs | | 45,00% T 53.00% | 0.00% | 0.00%
[ - $ 5 -8 L] -
§ 1484008 $ 342,254 § 392,582 § 438,728 4 311,343
3 28,265 | Plant Investment G 54.3% 40.0% | 0.0% ! 5.7% |
H 28,265 £ 15,352 § 11,311 § i} 1,603
5 75,804 Production & Pumping Costs 45.0% T 550% 0.0% 0.0%
1,270,261 Production & Pumping Costs 45.0% L 550% | 00% 0.0%
917,154 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0% }
105,592 TED Mains 63.5% 365% | 0.0% 0.0% :
1,648,695 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0% !
$ 4,017,907 5 1,827,687 % 2,190,220 5 - % -
4 732,291 | _ _ Treatment 1 T 7770.0% . 0.0% I 0.0% i 100.0% |
5 732,291 $ B ] B [ 732,291
s 1,665,952 TED Mains 63.5% TS 0% 0.0%
6,209,720 _T&D Mains 63.5% 36.5% 0% 0.0%
- reatment 0.0% 0.0% A 0% 00.0%
- [reatment 0.0% 0.0% 0% 00.0%
791 reatment 0.0% __0.0% 0% 00.0%
301,794 T&D Mains 63.5% 36.5% 0% 0.0%
5 8,178,258 5 5,194,229 s 2,983,238 % 5 791
$ 1,007 Plant Investment 54.3% 46.0% 0.0% 5%
118,577 Flant Investment o 58.3% 40.0% 0.0% 5.7%
3,01 Fiant Investment T 40.0% 0.0% 5.7%
75.013 Flant Investment L 9%.3% 40.0% 0.0% 5.7% i
3 198,459 H 107,627 § 79,295 % - 11,236
¥ 13,154,881 $ 7144895 $ 5,264,065 § - % 745,921
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Depreclation
Intangibie Plan
Intangible Pliant - Franchise

Subtotal: Intangible Plan

%ource of Supply and Pymping
Land ard Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatment Equipment

Subtotak Water Treatment

ransmission & Distribution
Distributicn Reservairs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipiment
Computer Equipment

Subtotal: General Plant

Total: Depradation

Taxes

Taxgs Other Than Ingone
Utility Property Tax
Real Estate

Subtotal: Taxes Cther Than Income

Income Taxes
Business Enterprise Tax

Subtotal: Income Taxes

Total: Taxas

Amortization
CIAC
Othey

Total: Amortization

Return
Estimate

Total: Retumn

3 662 [ " Dgpredaton j i S11% 40.0% ] 0.0% 80% |
3 662 5 FE ) 265 % 59
H 1,895 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
30,91% Production B Pumping Costs A5.0% 55.0% 0.0% 0.0%
29,156 Production & Pumping Costs 15.0% 55.0% 0.0% 0.
1,523 Production & Pumping Costs 45.0% 55.0% 0.0% .03
63,809 Production & Pumping Costs 45.0% 55.0% 0.0% 03
$ 127,301 H 57,285 § 70,016 § -
5 3,159 [ Treatrnent ] 0.0% i oo 1 0.0% 100.0% |
5 31,159 5 s -8 31,159
$ 36,760 TRO Mains 63.5% 36.5% 0% 0.0%
129,303 TED Mains 63.5% 36.5% 0% 0.0%
. Treabment 0.0% 0.0% 0% 100.0%
. Treatment 0.0% 0.0% 0.0% 100.0%
15 Treatment ] 0.0% 0.0% 0.0% 100.0%
24,305 THD Mains 63.5% 36.5% 0.0% 0.0%
% 190,384 s 120920 5 69,440 % 15
H - Depreciation 51.1% 10.0% 0.0% a9
9,217 Depreciation_ siaf 10.0% 0.0% 8.9% j
148 Depreciation 51.1% 10.0% 0.0% 8.9% ]
3445 Depreciation i 51.1% 40.0% 0.0% 8.9% |
$ 12,810 3 6,54 % 5,122 % 1,145
$ 362317 $ 185,088 % 144851 % 32,378
s 23,301 ] Plant Investrent IR 54.3% l 40.0% I 0.0% 57% |
99,971 | Plant Tnvestraent | 53.3% : 40.0% § 0.0% 5.7% i
H 123,361 $ 67,002 5 49,364 % 6,995
5 130,923 |  Total &M . 3.2% ] 35.4% 1 0.0% 33.3% !
H 130,923 0,506 % 6,391 % 43,626
$ 254,284 $ 107,908 § 95,756 § 50,621
3 (167,266) | Depreciation IR 51.1% ' 40.0% | 5.8% i
2,098 | Depreciation | i 5L1% 40.0% ! 8.3% |
$  {185,169) $ (84,376) % (66,033) § (14,760}
$ 350,564 | Plant 1 i 54.3% I 40.0% [ 00% 5.7% !
$ 350,564 ] 190,404 % 140,282 $ 19,478
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —SET 1
ANSWERS

Date request received; 10/11/2019 Date of Response: 10/28/2019
Staff 1-22 Witness: John Sullivan

Staff 1-22

Table 1 and Appendix A of the COSS (Exhibit 7) contains a number of costs that were not
derived from the Company’s 2017 Annual Report. For each of the following charges not derived
from the Company’s 2017 Annual Report, please provide a detailed explanation regarding how
they were determined. (Please provide the individual supporting calculations, as necessary.)

a) Source of Supply ~ Purchased Water $373,213
b) MSDC Charges 64,070
¢) Additional Support — FTE to support new water flows and chloramination 55,000
d} Chloramine Conversion (for 20 stations) 66,367
¢) Shannon Road Booster Station 11,593
f) Rate of Return 499,547
g} Income Taxes (Business Enterprise Tax) 144,869

Response 1-22

All these numbers were determined by the consultant hired by DES to do the Cost of Service
Study.

062



DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-23 Witness: John Sullivan

Staff 1-23

Appendix A of the COSS (Exhibit 7) indicates an amount relative to the Company’s
Distribution Reservoirs and Standpipes fixed asset account of $2,795,608. The Company’s 2017
Annual Report, however, indicates an amount of $1,665,952 for Distribution Reservoirs and
Standpipes (See Schedule F-8, Line 27); a difference of $1,129,656. Please explain this
difference.

Response 1-23

We have requested the information sought in this request from Raftelis and will forward any
response as soon as it is received.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-24 Witness: John Sullivan

Staff 1-24
Table 4 of the COSS (Exhibit 7) contains the calculation of the wholesale rate that the
Company could assess the Town of Plaistow.

a) For gach of the Cost of Service components contained in Table 4, please provide a
detailed explanation regarding how that component was derived from Table 3. See
below. (Please provide the individual supporting calculations, as necessary.

i. Operating Expenses

$201,917
ii. Rate of Return 141,372
iii. Depreciation 52,380
iv. Other Non-Operating 85,516

b} Please explain how the calculated rate per ccf of $3.94 calculated on Table 4 relates
to the rate indicated in Exhibit 8, Page 12 of 26, which states, “HAWC shall charge
Plaistow 54 cents more per Cef than HAWC is being charged by Salem.”

Response 1-24

These calculations were made by the consultant DES hired to do the Cost of Service Study.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-25 Witness: Charles Lanza

Staff 1-25
Exhibit 8, Page 10 of 26 states, “Salem will charge HAWC 50 cents more per Cef than the
combined rates charged to Salem by MWW and Derry for water usage.”
a) When is it anticipated that this rate will go into effect and be charged to HAWC?
b) Please explain how this rate was determined. Please provide all necessary supporting
calculations.

¢) Please indicate the anticipated actual rate per ccf that will be charged by Salem to
HAWC.

Response 1-25

a) The anticipated date for this to go into effect is 6/15/2020.

b) This was determined based on the Raftellis Cost of Service Study (COSS).

¢} Per the SIA agreement Salem will be billing HAWC 50 cents more per Ccf than the
combined rates charged to Salem by MWW and Derry for water usage.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.

PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING

ANSWERS TO STAFF DISCOVERY REQUEST - SET 1
ANSWERS

Date request received: 10/11/2019

Date of Response: 10/28/2019

Staff 1-26 Witness: Charles Lanza and
Stephen St. Cyr
Staff 1-26

Exhibit 8, Page 12 of 26 states, “HAWC shall charge Plaistow 54 cents more per Cef than
HAWC is charged by Salem.”

a)
b)

d)

When is it anticipated that this rate will go into effect and be charged by HAWC?

Is it the Company’s intention to file for approval of this rate with the Commission, in
accordance with its statutory authority to establish just and reasonable rates, before it
1s actually charged to the Town of Plaistow? If yes, please indicate when this filing
will occur. If no, please explain.

Staff”s position is that it will not be examining approval of those rates, and any other
rates contained in the proposed contract, in the current docket. Staff will review the
contract but consider it merely for illustrative purposes. As indicated above, approval
of those rates should be filed in an additional docket. Does the Company agree with
Staff’s position? Please explain.

Please explain how this rate was determined. Please provide all necessary supporting
calculations.

Please indicate the anticipated actual rate per cef that will be charged by HAWC to
Plaistow.

Response 1-26

a)
b)

c)
d)

The Company does not anticipate selling water to Plaistow until sometime in 2021.
Yes. At this point, HAWC anticipates filing a rate case in 2020 based on a 2019 pro
forma test year.

Yes.

The rate was determined by Raftelis in its Final Report dated June 27, 2019 entitled
Southern New Hampshire Regional Water Initiative Cost of Service Study - HAWC.
See Exhibit 7 to Petition.

The anticipated calculated rate per ccf'is $3.94.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.

PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING

ANSWERS TO STAFF DISCOVERY REQUEST - SET 1

ANSWERS
Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-27 Witness: Charles Lanza
Staff 1-27

Regarding Exhibit 8, Attachment B relative to the Disinfection Study Report, dated January 7,
2019, please provide a brief narrative regarding the Chloramine Conversion project to be
undertaken by the Company. Within that narrative, please specifically describe the following:

a)
b)

c)

d)

The necessity for this project within the context of the overall SNHRWI Project.

A description of the treatment option that will be established in the HAWC systems
under Phase I to address this issue.

The other alternatives that were considered relative to addressing this issue, and their
approximate costs.

The reasons why HAWC chose the treatment option that it did over other alternative
treatment options.

Response 1-27

a)

b)

d)

Under the Disinfection Study Report it was determined that the Company’s water
chemistry was not compatible with the water systems upstream including Manchester,
Derry and Salem. In order for the Company to participate in the project and gain a
long-term viable source of water it was ultimately determined that the Company
would have to convert its core system to chloramines to be compatible with the water
coming from the North.

The treatment option that will be established in the HAWC core system to address the
disinfection compatibility issue is converting from chlorine disinfection to chloramine
disinfection.

See the referenced Disinfection Study Report. There were several options considered
including destruction of chloramines and filtration of the chloramines. Aside from
conversion to chloramines all other options were determined to be cost prohibitive
from a long term O&M standpoint.

See responses A-C.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-28 Witness: Charles Lanza

Staff 1-28

Regarding Exhibit 8, Attachment C, MSDC Agreement on Page 4 of 13, it appears that the
MSDC rate to be charged to all water recipients is $3.57 per gallon per day. Please provide a
detailed explanation regarding how this rate was established.

Response 1-28

Please review Attachment C, item #8 of the MSDC grant agreement. Manchester Water Works

established the rate of $3.57 in 2018, and the MSDC grant agreement extended this rate to the
water recipients through June 30, 2019.

068



DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 1
ANSWERS

Date request received: 10/11/2019 Date of Response: 10/28/2019
Staff 1-29 Witness: Stephen St. Cyr

Staff 1-29

Regarding Petition for Approval, Page 5, and Staff Email Dated September 19, 2019

In Staff’s email to the Company, as attached, Staff indicated that it had reviewed HAWC’s
petition and determined that it would be examining the filing as two requests for financings, in
the amounts of $1,204,815.00 and $392,500.00, pursuant to RSA 369:1 and RSA 369:4. Staff
further indicated that it would not be examining the prudency of the proposed improvements to
be made with the approved financings, nor would it be examining authorization for HAWC to
increase its rates to cover its investments and earn a reasonable rate of return.

a) Please indicate if the Company agrees to Staff’s characterization of HAWC’s filing. If
not, please supplement the record with further argument and documentation to support
those requests,

b) Please provide justification as to why the separate proposed financings are “consistent
with the public good,” pursuant to RSA 369:1 and RSA 369:4, and should be approved
by the Commission. Please provide Commission precedent for this argument. N.H. Code
Admin. Rules Puc 203.05(a)(3).

Response 1-29

a) HAWC agrees.

b) The State of NH loan to pay the CIAC Tax is in the public interest and consistent with the
public good because it provides the two core systems with access to needed water supply
for both regular and emergency supply allowing HAWC to provide safe and reliable
drinking water to its customers. Similarly, the bank loan to pay a portion of the MWW
MSDC fees is in the public interest and consistent with the public good because it
provides the two core systems with access to needed water supply for both regular and
emergency supply allowing HAWC to provide safe and reliable drinking water to its
customers. Both financings should be approved by the Commission.,
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HAMPSTEAD AREA csummenmense manson wasen

TEL: 603.362.4299 FAX: 603.362.4936
WATER COMPANY, INC www.hampsteadwater.com

December 9, 2019

Christopher R. Tuomala, Esq.
NH Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 03301-2429
RE:  Hampstead Area Water Company, Inc.
DW 19-147 — Answers to Staff Data Requests - Set

Dear Attorney Tuomala:

Pursuant to NH Code PUC 203.09, please find attached, the Company’s Answers to Staff Data
Requests-Set2, regarding the above referenced docket.

[f you have any questions, please don’t hesitate to contact us.

Very truly yours,

AA/ljs
enclosures
o6: DW 19-147 Service list electronically

“hawe0Z HAWC-Data' Legal HAWC'DW-19-147 Financing Pet for SNH Water Project Correspondence Letter to Atty Tuomala with data request answers set 2 12-9-19 docx
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.

PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING

ANSWERS TO STAFF DISCOVERY REQUEST - SET 2

ANSWERS
Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-1 Witness: Charles L.anza and
Stephen St. Cyr
Staff 2-1
Reference Company response to Staff 1-2, Exhibit 1-2 - Regional Water Cost Summary
Sheet:
a) The Project Total indicated on Exhibit 1-2 appears to actually sum to an amount of
$4,881,065 instead of $5,041,064; a difference of approximately $160,000. Please explain.
b) Exhibit |-2 indicates that one of HAWC’s Phase 1 Components is a “Westside Drive / Main
St Contingency [sic] (15%)” for $258,750.

i. Please provide further explanation regarding this project or line item as listed
on Exhibit 1-2.

ii. The Company’s original filing indicates that HAWC will be undertaking a
main replacement project on Shannon Road for the same estimated cost of
$258,750 (See Exhibit 2, Page 3 and Schedules SPS-8, 9, and 10.) Please
clarify whether the project indicated in the Company’s filing (Shannon Road)
for $258,750 is one and the same as the item indicated on Exhibit 1-2
{Westside Drive / Main St Contingency) for the same amount.

¢) The HAWC Construction & Contingency CIAC Tax line item indicated on Exhibit 1-2 as
$929,813 actually calculates to an amount of $886,613 ($3,283,750 @ 27%); a difference of
$43,200. Please explain. {Note: $43,200 + 27% = $160,000. See (a))

d) Exhibit 1-2 indicates a CIAC Tax amount of $151,882 relative to the “Shannon Road Water

Main (bid by Salem)” project:

i. It appears this would indicate that the Town of Salem will be undertaking
this project at a cost of $562,526 ($151,882 + 27%) and then contributing it
to HAWC. Please clarify and explain this project as it pertains to HAWC,

it. Please confirm that HAWC will be responsible for paying the CIAC Tax if
this project is, in fact, intended to be a contribution from the Town of Salem.
iii. The Company’s original filing appears to indicate that HAWC (not the Town
of Salem) will be responsible for the construction of the Shannon Road
project for an estimated cost of $258,750 (See Exhibit 2, Page 3 and
Schedules SPS-8, 9, and 10.) Please clarify and explain.
Exhibit 1-2 indicates a CIAC Tax amount of $123,120 relative to an “East Road Water Main
(bid by Plaistow)” project. It would appear this indicates that the Town of Plaistow will be
undertaking this project at a cost of $456,000 ($123,120 +~ 27%) and then contributing it to
HAWC.,
i. Please confirm and explain.
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ii. Please confirm that HAWC will be responsible for paying the CIAC Tax if
this project is, in fact, intended to be a contribution from the Town of
Plaistow,

Response 2-1:

a)

b)

<)

d)

e)

There is an error in the 1-2 Exhibit. The correct Cost Refinement is attached. The Project Total
is $4,847,227.

(i) This line item is a contingency for a portion of the SNHRWP that HAWC will own and
operate. Our Engineering consultant, Weston and Sampson carried 15% for unforeseen items
related to the Main St. PRV Improvements and Westside Drive Pump Station. See attached for
the updated Exhibit 1-2.

(ii) This is in error. The $258,750 is as noted in b(i) above. The Shannon Rd. costs are estimated
based on the percentage of the project that HAWC will own which is approximately 65% of the
total of $752,542.50. There was also a 15% contingency added on the $752,542.50.

Per our engineering Consultant this was a calculation error. See the revised Exhibit 1-2 dated
11/27/19. The total is $891,677 ($3,292,750 x 27.08%).

(i} Approximately 65% of the Shannon Road Water Project water mains are being contributed
to the Company by the Town of Salem as part of SNHRWP. The revised CIAC Tax is $149,285
is as follows: ((752542.5%0.65%1.15)-(752542.5*%0.65%1.15)/25%0.5)*0.2708 Where project cost
is $752,542.50 65% is the percentage of the contract amount to be provided to HAWC from
Salem. 25 years is the tax depreciable life, 15% is the percentage of contingency included in
caiculation. 27.08% is the percent estimated to incur a CIAC tax liability.

(if) HAWC is the party receiving the contributed plant. Therefore, HAWC believes it is
responsible for any CIAC Tax under the current law.

(1ii) The Shannon Rd. project is nearing completion and was completed by the Town of Salem.
The portion of the Shannon Rd. project being contributed to HAWC is estimated at $562,526.
Exhibit 2 incorrectly stated the Project Cost of $258,750. The $258,750 is contingency for the
Westside Dr. and PRV projects.

(1) The Shannon Rd. project is nearing completion and was completed by the Town of Salem.
The portion of the Shannon Rd. project being contributed to HAWC is estimated at $562,526.
Exhibit 2 incorrectly stated the Project Cost of $258,750. The $258,750 is contingency for the
Westside Dr. and PRV projects.

(i) HAWC is the party receiving the contributed plant. Therefore, HAWC believes it is
responsible for any CIAC Tax under current tax law.
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Regional Water Costs - DWGTF Application Update Wes‘ron@ficxm;::—soﬁ Exhibit 2-1
27-Nov-19

Water System Phase | Component SNHRW Phase | Cost
HAWC Chloramine Conversion {see separate breakout of costs) S 1,240,000
Westside Drive Pump Station S 1,210,000
Main St. PRV Improvements S 575,000
Westside Drive/Main St Contingnecy {15%) S 267,750
HAWC Construction & Contingnecy Subtotal* ) 3,292,750
Loan Requests:

CIAC Tax (27.08% )
HAWC Construction & Contingency (based on above subtotal} § 891,677
Shannon Road Water Main {bid by Salem) S 149,285
East Road Water Main {bid by Plaistow) S 121,015
MSDC Fee S 392,500
Project Total § 4,847,227
Grant Request Total $ 3,292,750
Loan Request Total $ 1,554,477
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CHLORAMINES CONVERSION

EXHIBIT 2

PROJECT COST SCHEDULE

PUC CONTRACTOR'’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $473,333.33
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $246,666.61
320 Water Treatment (filters etc.) $396,666.66
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i. 47,37, and 2" piping $123,333.40

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters 50 customers x $350 per customer $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $0.00
Total $1,240,000.00
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MAIN ST. PRESSURE REDUCING STATION PROJECT

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs) PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $310,000.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $250,000.00
320 Water Treatment (filters etc.) $0.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i 127, 87, and 6 piping $15,000.00

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $0.00
Total $575,000.00

FALegal\ HAWC\DW-16-000 Wells Yillage'Exhibit 07 Wells Village Proj Cost Sch 08-31-16.Doc
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SHANNON RD. WATERMAIN PROJECT

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $0.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $0.00
320 Water Treatment (filters etc.) $0.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i. 127, 87, and 6” piping $542,526.00

333 Services (water lines to curb stop at each customet's

property line) $
334 Meters $
335 Hydrants (includes

installation) $20,000.00
339 Miscellaneous (not otherwise included) $0.00
Total $562,526.00

F:\Lepall HAWC'DW-16-000 Wells Viltage'Exhibir 07 Wells Village Proj Cost Sch 08-31-16 Dac
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WESTSIDE DR. BOOSTER STATION & TREATMENT FACILITY

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $20,000.00
304 Pump House and Site Work $475,000.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $390,000.00
320 Water Treatment (filters etc.) $250,000.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i. 4”37, and 2” piping $15,000.00

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $60.000*
Total $1,210,000.00

*Past HAWC Costs to be Reimbursed under this contract

F\Legal HAWC'DW-16-000 Wells Village'Exhibit 07 Wells Village Proj Cost Sch 08-31-16.Doc
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2

ANSWERS
Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-2 Witness: Charles Lanza and

Stephen St. Cyr

Staff 2-2
Reference Company responses to Staff 1-2 and 1-13: Based on the Company’s response to
Staff 1-5 in DW 19-136, it now appears the CIAC Tax amount should be $1,139,113, as follows:
(($3,283,750 — [$3,283,750 x (1/25) x .3]) + (1 — 0.2724)) - $3,283,750 = $1,139,113.

a) Please indicate if the Company concurs.

b) Please explain how this will affect the proposed CIAC Tax financing from the DWGTF.,

Response 2-2:

a) Staff [-5 in DW 19-136 assumes Plant is being contributed and the Developer is paying the CIAC
Tax. In this case, DWGTF is contributing cash and is not paying the CIAC Tax. DWGTF may
loan the company the money for the CIAC Tax but it is not being contributed as CIAC. In DW
19-136, the calculation for CIAC Tax does not include depreciation when Land or Cash is being
contributed. Based on this, the CIAC tax would be $3,292,750 x 27.08% = $891,677

b) Based on the Company’s response to 2-2-b, there will be no effect to the proposed CIAC Tax
financing from DWGTF. Please note. The grant letter from DWGTF shows a total grant of
$3,283,750 which is $9,000 less than our above calculations. Since many of our construction
costs were budgeted estimates, we believe the $9,000 difference will be incorporated in the
contractual contingencies.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2
ANSWERS

Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-3 Witness: John Sullivan, Charles
Lanza and Stephen St. Cyr

Staff 2-3

Reference Company responses to Staff 1-1, 1-4, and 1-18: Based on the Company’s responses,
it appears HAWC’s proposed financing with Pentucket Bank is tentative until, at least, the
DWGTF Commission makes a final determination relative to the MSDC portion of the requested
financing.

a) Please confirm and/or explain.

b) Given the current tentative nature of the proposed Pentucket loan, please explain why it
would be in the public interest for the Commission to grant approval for this financing in
accordance with RSA 369 at this time.

c) Has the DWGTF Commission established a firm date in either November or December for its
consideration of the proposed MSDC financing? If yes, please provide that date.

Response 2-3:

a) You are correct.

b) Itis the Company’s intent to pursue the State loan for any CIAC tax incurred. The State has yet
to make a determination on whether or not they will loan the funds to the Company. As such,
the Company is prepared to borrow the funds from Pentucket Bank if the State does not do so. It
is in the public interest for the project and the related financing to go forward. HAWC’s ability to

access water from Manchester provides long term security of safe and adequate water supply.

c) At this time, there is no firm date in December for consideration of the MSDC financing.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2
ANSWERS

Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-4 Witness: Charles Lanza

Staff 2-4

Reference Company response to Staff 1-5: Based on the Company’s response, should not the
$60,000 amount be recorded as part of the cost of the Atkinson Tank project instead of the
Westside Drive Booster Station and Treatment Facility project. Please confirm and/or explain.

Response 2-4;

The company had requested reimbursement under the Atkinson Tank Project and DES advised
the Company to request them under H1 Westside Contract.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2
ANSWERS

Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-5 Witness: John Sullivan

Staff 2-5
Reference Company response to Staff 1-10:

a) Please confirm that the sharcholder’s $500,000 equity contribution made in 2019 pertained to
the MSDC charge.

b) Did the shareholder make any other equity contributions to the Company in 2019?

¢) Does the Company anticipate that the shareholder will make any further equity contributions
during the remainder of 20197

Response 2-5:

ar)' The $500,000 is part of the shareholder’s commitment to contribute a total of $750,000 over the
next 3 years in Additional Paid in Capital.

b) No

¢) Not determined at this time,
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June 27, 2019

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Town of Salem
Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Cost of Service Report to Weston &
Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWT).

‘The major objectives of the study include the following:

»  Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another,

» Utilizing said methodology and model, the following scenarios were to be analyzed:

+ Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

+ Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

» Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for the Town of Salem. We expect this initial report will result in further discussions with all
stakeholders and that some modifications may be necessary to finalize a set of methodologies and rates that all
agree to. It has been a pleasure working with you, and we look forward to continuing our work with you to
finalize this important project for the region.

Sincerely,

Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE COS8T OF SERVICE STURY REPORT
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1.1,  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWTI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWC), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0BJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHRWI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Town of Salem'’s portion of the SNHRWI.

The charges to be calculated through this study include the following;
*  Develop a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town of
Windham (Windham) for providing wholesale water wheeling services;
+ Develop a cost justified volumetric rate that Salem can assess the Hampstead Area Water Company
(HAWC) for providing wholesale water wheeling services.

i.z.  Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWTI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

¢ A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

* A rate of return applied to the utility’s investment in these assets; and

¢ A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWI operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Derry, of approximately 300,000 gallons
per day, will be assessed at a rate of $2.55 per one hundred cubic feet (Ccf). Table 1 presents the test year full
cost components for Salem. These cost components will be utilized later in this report to demonstrate the
functionalization, allocation, and distribution required to provide wheeling services only.

COST OF SERVICE 3TUDY REPORY 1
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Table 1: Test Year Costs

Cost CopbishE e e na e e Yoari
" Operational $ 1,060,852
Buildings 58,371
Capital Projects 586,669
Administrative and General Expenses 1,377,480
MSDC Charges 76,885
Additional Support 57,500
Metering Building @ Derry Town Line 22,716
Metering Pit on Route 111 for Salem to PEU 2,333
Metering Building at Salem Town Line 4,103
Rate of Retumn 716,143
Depreciation 25,590

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with Town Staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categaries.

Table 2: Test Year Costs by Generat Function

Operational $ 1,000,494
Buildings 58,079
Capital Projects 583,736
Administrative and General Expenses 1,326,138
MSDC Charges 76,500
Additional Support 57,213
Metering Building @ Derry Town Line 22,602
Metering Pit on Route 111 for Salem to PEY 2,322

Metering Building at Salem Town Line ~4,Q$3

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs

# SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE
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that are explicitly incurred for retail-only or wholesale-only service. Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from the Town’s customer demand characteristics and water production facilities. A
summary of this process is presented in Table 3,

Table 3: Test Year Costs by Cost Componant

" Operational ' $ 267,724 § 89,064 § 371420 § 272277

Buildings 19,360 - - 38,719
Capital Projects 262,681 321,055 - .
Administrative and General Expenses 759,533 566,604 - -
MSDC Charges - - - 76,500
Additional Support 25,746 31,467 - -
Metering Building @ Derry Town Une 10,171 12,431 - -
Metering Pit on Route 111 1,045 1,277 - -

ring Building at Salem Town Une 1,837 2,246 - -

Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for Salem’s calculated depreciation and rate of
retarn.

Finally, since Salem will be providing wholesale wheeling services to both HAWC and Windham, a
determination must be made on whether the calculated wholesale rates should be different, or if both entities
should be assessed the same wholesale rate, making the assumption that all customers classified as wholesale
would fit into the same class. In the case of the dynamics of how Salem’s system will be utilized by Windham
and HAWC, it was determined that Windham will utilize much less of Salem’s core system. Due to this, many
of Salem’s core system assets and costs were excluded from the calculation of Windham'’s rate for wheeling
service.

The following table (Table 4) presents the final rate calculations for HAWC and Windham.

Table 4: Calculation of Wholesale Rate {per Ccf)

S

Cost of Service

Operating Expenses $ 332,960 % 225,062
Rate of Return 36,948 29,558
Depreclation 2,393 1,915
Total: Cost of Service $ 372,301 % 256,535
Estimated Flow (Ccf) 121,992 97,594

GCO3Y OF SERVICE STUDY REPORT 3

086



APPENDIX A:
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Operations and Maintenance Expense

Small Tools & Equipment
Gas & Ol

GravelfSand

Resurfacing

Chemicals

Tubing and Parts

Safety

Contracted Services

Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants

Pipe Replacement
Electricity

Other Utilities

Equipment

Water Department Equipment

Subtotal: Operational

Cleaning Services
Building Maintenance
Heat

Subtolal: Buildings

Capital Projects
Engineering Services
Building Improvements
Water - Vehicles
Improvements
DBA Projects

Subloltal: Capital Prajects

Speci .
Engineering Services
Water Improvements

Sublotal: Special Articles

Regular Pay

Temporary Pay

Overtime Pay

Employee Retirement Benefits
Stand-By Pay

Retirement

Disability Insurance

Workers’ Compensation
FICA-Social Security

Health Insurance
Unemployment Compensation
Life Insurance

Dantal Insurance

Clothing Allowance

Office Supgplies

Legal Services

Audit

Membership & Publications
Printing and Binding

Medical Exams/Hiring Expenses
Food

Equipment Rental

Telephone

Postage

Meetings and Training

Radio Maintenance

Vehicie Maintenance

General Liahility

Fleet Insurance
Administrative Service Charge
Property Insurance

Recording Fees

Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Functional Categories

Functional General Fire Customer

Category Water Service Seryice
10,829 General Water 99.5% 0.5% 0.0%
21,714 General Water 9%.5% 0.5% 0.0%
12,084 General Water 99.5% 0.5% 0.0%
26,559 General Water 99.5% 0.5% 0.0%
62,016 General Water 99.5% 0.5% 0.0%

33,256 Customer Service 0.0% 0.0% 100.0%
1,132 General Water 99.5% 0.5% 0.9%
132,116 General Water 99.5% 0.5% 040%
51,858 General Water 99.5% 0.5% 0.0%
373,295 General Water 99.5% 0.5% 0.0%

- Customer Service 0.0% 0.0% 100.0%
22,186 Hydrants - 0.5% 59.5% 0.0%
15,478 General Water 99.5% 0.5% G.0%

174,405 General Water 99.5% 0.5% 0.0%
122,189 General Water 99.5% 0.5% 0.0%

- General Water 99.5% 0.5% 0.0%

735 General Water 99.5% 0.5% 0.0%

1,060,852 H 1000494 3 27,102 % 33,256
4,080 General Water 99.5% 0.5% 0.0%
30,654 General Water 99.5% 0.5% 0.0%
23,637 Generat Water 99.5% 0.5% 0.0%

58,371 $ 58,079 ¢ 292 3§ -
16,854 General Water 99.5% 0.5% 0.0%
51,595 General Water 99.5% 0.5% 0.0%
51,595 General Water 99.5% 0.5% 0.0%
60,624 General Water 95.5% 0.5% 0.0%
406,000 General Water 98.5% 0.5% 0.0%

586,669 5 583,736 % 2,933 % -

- General Water 99.5% | 0.5% I 00% }

- General Water i 99.5% i 0.5% i 0.0% i

- $ - % -3 -

494,653 Total O&M 96.3% 1.8% 1.9%
51,054 Total Q&M 96.3% 1.8% 1.9%
76,276 Total O&M 96.3% 1.8% 1.9%
947 Total Q&M 96.3% 1.8% 1.9%
7,110 Totsl O&M 96.3% 1.8% 1.9%
71,852 Total Q&M 56.3% 1.8% 1.9%
4,556 Total 0&M 66.3% 1.8% 1.5%
23,316 Total D&M 56.3% 1.8% 1.9%
46,243 Total O&M 66.3% 1.8% 1.9%
208,048 Total Q&M 96.3% 1.8% 1.9%
681 Total OBM 96.3% 1.8% 1.9%
1931 Total OBM 96.3% 1.8% 1.9%
7.384 Total O&M 96.3% 1.8% 1.9%
5,268 Total O&M 96.3% 1.8% 1.9%
537 Total O&M 96.3% 1.8% 1.9%
10,616 Total O&M 96.3% 1.8% 1.9%
2,602 Totat O&M 96.3% 1.8% 1.9%
1,430 Totat O%M 96.3% 1.8% 1.9%
5,485 Total O&M 96.3% 1.8% 1.9%
344 Total O&M 96.3% 1.8% 1.9%
4,110 Total D&M 96.3% 1.8% 1.9%
26,034 Total Q&M 96.3% 1.8% 1.9%
30,392 Total OB 96.3% 1.8% 1.9%
26,802 Total O&M 96.3% 1.8% 1.9%
4,840 Total O&M 96.3% 1.8% 1.9%
90 Total O&M 96.3%: 1.8% 1.9%
13,987 Total Q&M 96.3% 1.8% 1.5%
18,203 Tetal Q&M 96.3% 1.8% 1.5%
5,034 Total O&M 96.3% 1.8% 1.5%
210,477 Totat O&M 96.3% 1.8% 1.5%
14,723 Total Q&M 96.3% 1.8% 1.5%

340 Total O&M 96.3% 1.8% 1.9%

416 Total C&M 96.3% 1.8% 1.9%

1,377,480 [ 1,326,138 $ 24,489 3 26,853
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Annual Expense
Sublotal: MSDC Charges

- s
FTE for support of new water flows
FTE for additional admin support

Subtotal: Additional Support

Jetering Building @ gt :
PRV
Chemical Bulk Tank
Chem Metering Pump {NaOH)
Chemicals (NaOH)
Chloramine Pump Package System
Ammonla Analyzer
Chermnicals (Chlorine)
Chemicals (Ammonia)
Mag-meter
SCADA Menitoring & Equipment
Electricity

Subtolal: Melenng Building @ Derry Town Line
Metering Pit on Route 111 for Salem to PEU
Mag Meter
SCADA Monitoring & Equipment

Subtatal: Metering Pit on Route 111 for Salem to PEU

PRV

Mag Meter

SCADA Monitoring
Electricity

Subtotal: Metering Buliding at Salem Town Ling
Contingency
Subtotal: Contingency

Total: Operating & Maintenance Expenses

[s 76885 | | General Water | § 99.5% [ 0.5% I 0.0% |
$ 76,885 76,500 % 384 3 -
[s 30,000 [ General Water I 99.5% | 0.5% I 0.0% |
[ 275001 | General Water 11 99.5% [ D.5% i 0.0% ]
$ 57,500 57,213 % BB § -
$ 1,600 General Water 99,5% 0.5% 0.0%
3,006 General Water 99.5% 0.5% 0.0%
200 Gereral Water 99.5% 0.5% 0.0%
4,058 General Water 99.5% 0.5% 0.0%
1,500 ] General Water 9%.5% 0.5% 0.0%
760 General Water 93.5% 0.5% 0.0%
3,225 General Water 99.5% 0.5% 0.0%
5,835 General Water 99.5% 0.5% 0.0%
833 General Water 99.5% 0.5% 0.0%
1,500 General Water 99.5% 0.5% 0.0%
204 General Water 99.5% 0.5% 0.0%
$ 22,716 22602 % 114 § -
[3 833 ] | General Water 11 99.5% I 0.5% | 0.0% ]
| 1500 | | General Water | 99,5% 1 0.5% | 0.0% ]
$ 2,333 2,322 § 12 % -
§ 1,600 General Water 99.5% 0.5% 0.0%
833 General Water 99.5% 0.5% 0.0%
1,500 General Water 99.5% 0.5% 0.0%
170 General Water 99.5% £.5% 0.0%
$ 4,103 4,083 21 % -
[ -1 1 Genera) Water IR 995% | 0.5% i 0.0% ]
$ - -8 -8 -
$ 3,170,024 3,054,666 % 55,249 $ 60,109
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O&M Expenses
ion

Small Tools & Equipment
Gas & Ol

Gravelf/Sand

Resurfacing

Chemicals

Tubing and Parts

Safety

Contracted Services

Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants

Pipe Replacement
Electricity

Other Utilities

Equipment

Water Department Equipment

Subtotal: Operational

Puildings
Cleaning Services
Buitding Maintenance
Heat

Subtotal Buildings

Capital Prgi
Enginegring Services
Building Improvements
Water - Vehicles
Improvements
DBA Projects

Subltotal: Capital Projects

Engineering Services
Water Improvements

Sublotal: Special Articles

Regular Pay

Temperary Pay

Cvertime Pay

Emplayes Retirement Benefits
Stand-By Pay

Retirement

Disability Insurance

Workers' Compansation
FICA-Sodial Security

Health Insurance
Unemployment Compensation
Life Insurance

Dental Insurance

Clathing Allowance

Office Supplies

Legal Services

Audit

Membership & Publications
Printing and Binding

Madical Exams/Hiring Expenses
Food

Equipment Rental

Telephone

Postage

Meetings and Training

Radip Maintenance

Vehicle Maintenance

General Liabitity

Fleet Insurance
Administrative Service Charge
Property Insurance

Recording Fees

Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Water Cost Drivers

Base Extra Cap. Wholesale Retall
L 10,775 Production & Pumpin ts 45.0% 55.0% 0.0% 0.0%
21,605 Production & Pumping Costs. 45.0% 55.0% 0.0% 0.0%
12,023 TaD Mains 52.3% 37.7% 0.0% 0.0%
26,426 T&D Maing 62.3% 31.7% 0.0% 0.0%
61,706 ‘Treatrnent 33.3% 0.0% 0.0 65.7%
- Produy; & Pumping Costs 45.0% 55.0% 0.0°% 0.0%
1,126 Productign & Pumpiag Costs 45.0% 55.0% 0.0% 0.0%
131,455 T&0 Mains . 62.2% 37.7% 0.0% 0.0%
51,598 Treatment 33.3% 0.0% 0.0% 66.7%
371,429 Purchased Water 0.0% 0.0% 100.0% 0.0%
- Treatment 33.3% 0.0% 0.0% 66.7%
111 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
16,395 T&D Mains 62.3% 37.7% 0.0% 0.0%
173,533 Treabnent 33.3% 0.0% 0.0% 56.7%
121,578 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
_ ™ |__ Production & Pumping Costs | 45.0% 55.0°% 0.0% 0.0%,
] 1,000,954 5 26h724 % 89,064 % 371,429 272,277
$ 4,059 Treatment 33.3% 0.0% 0.0% 66.7%
30,501 Treatment 33.3% 0.0% 0.0% 66.7%
23,519 Treatment 33.3% 0.0% 0.0% 66.7%
$ 58,079 $ 19,3580 % -5 38,19
5 16,770 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
60,321 Production & Purmping Costs 45.0% 55.0% 0.0% 0.0%
403,970 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 583,736 $ 262,681 § 321,055 % - -
$ - Production & Pumping Costs [ 45.0% I 550% I 0.0% 0.0%
- \ 5.0% | 55.0% | 00% 0.0%
$ - $ - $ - -
H 476,216 Total O&M 57.3% a2.7% 0.0% 0.0%
45,151 Tatal G&M 57.3% 42.7% 0.0% 0.0%
73,433 Total 0&M 57.3% 42.7% 0.0% 0.0%
912 Total O&M 57.3% 42.7% 0.0% 0.0%
5,845 Total 04M 57.3% 42.7% 0.0% 0.0%
69,174 Total O&M 57.3% 42.7% 0.0% 0.0%
4,387 Total O&M 57.3% 42.7% 0.0% 0.0%
22,447 Total D&M 57.3% 42.7% 0.0% 0.0%
44,519 Total D&M 57.3% 42.7% 0.0% £0.0%
200,294 Total D&M 57.3% A2.7% 0.0% £.0%
656 Tota) O&M 57.3% 42.7% 0.0% 0.0%
1,859 Total O&M 57.3% 42.7% 0.0% 0,0%
7,109 Total O&M 57.3% 42.7% 0.0% 0.0%
6,035 Total O&M 57.3% 42.7% 0.0% 0.0%
517 Total O&M 57.3% 42.7% 0.0% 0.0%
10,221 Jotal O&M 57.3% 42.7% 0.0% 0.0%
2,505 Jotal O&M 57.3% 42.7% 0.0% 0.0%
1,377 Total O&M 57.3% 42.7% 0.0% 0.0%
5,280 Total O&M 57.3% 42.7% 0.0% 0.0%
331 Total O&M 57.3% 42.7% 0.0% 0.0%
3,957 Total Q&M 57.3% 42.7% 0.0% 0.0%
25,063 Total O&M 57.3% 42.7% 0.0% 0.0%
29,259 Total Q&M 572.3% 42.7% 0.0% 0.0%
25,803 Totat OBRM 57.3% 42.7% 0.0% 0.0%
4,659 Totaf OBM 57.3% 42.7% 0.0% 0.0%
86 Total GG 57.3% 42.7% 0.0% 0.0%
13,466 Total O&M 57.3% A2.7% 0.0% 0.0%
18,198 Total Q&M 57.3% 42.7% 0.0% 0.0%
4,847 Total C&M 57,3% 42.7% 0.0% 0.0%
202,632 Total O&M 57.3% 42.7% 0.0%. 0.0%
14,174 Total O%M 57.3% 42.7% 0.0% 0.0%
327 Total O%M 57.3% A2.7% 0.0% 0.0%
401 Total O&M 57.3% 42.7% 0.0% 0.0%
$ 1,326,138 5 759,533 % 566,604 § - -
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M
Annual Exepense

Subtotal: MSDC Charges

FTE for support of new water flows
FTE for additional admin support

Sublotal: Additional Support
ing Buil 2
PRV
Chemical Butk Tank
Chem Metering Pump (NaOH)
Chemicals {NaDH}
Chloramine Pump Package System
Ammonia Analyzer
Chemicals {Chiorine}
Chemicals {Ammonia)
Mag-meter
SCADA Monitaring & Equipment
Electricity
Sublotal: Metering Building @ Derry Town ting
b {00 it o R fors
Mag Meter
SCADA Manitoring & Equipment
Subtotal: Metering Pit on Route 111 for Salem te PEU

PRY

Mag Meter

SCADA Monitoring

Electricity
Subtotal: Metering Suiiding at Safam Town Line
Contingency
Subtotal; Contingency

Total: Operating & Maintenance Expanses

L

$ 76,500

3 29,850

27,363

$ 57,213

$ 1,592

2,985

199

4,038

1,493

756

3,200

5,806

826

1,493

203

$ 22,602

5 829

1,493

s 2,322

s 1,562

829

1,493

169

5 4,083
$

s -

$ 3131166

| Retail Only. ][ 0.0% I 0.0% i 0.0% I 100.0% |
$ - % -8 -8 76,500
Production & Pumpi 45.0% | 55.0% I 0.0% | 0.0% ]
45.0% ] 55.0%, ! 0.0% | 0.0% ]
$ 5,746 % 31,467 § - s
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0°%
25.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.05
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
45.0% 55.0% 0.0% 0.0%
H 10171 % 12,431 % - .
Production & Pumping Costs ; 45.0% | 55.0% T 0.0% 1 0.0% |
Production & Pumping Costs ; 45,0%, | 55.0% | 0.0% I 0.0% |
b L85 § 127 % -3 -
Production 45.0% 55.0% 0.0% 0.0%
Production 45.0% 55.0% 0.0% 0.0%
Production 45.0% 55.0% 0.0% 0.0%
Prodyction 45.0% 55.0% 0.0% 0.0%
$ 1837 § 2,246 % B .
[___Production & Pumping Costs 50 . 55.0% 0.0% I 0.0% |
$ -8 $ -8 -
$ 1,348,097 § 1,024,144 % 371,429 % 387,497
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2
ANSWERS

Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-6 Witness: Charles Lanza

Staff 2-6
Reference Company response to Staff 1-21:

a) The column headings and totals for the tables contained in the copy of the Raftelis report
provided in the Company’s response are illegible. Please provide a copy of that report with
legible table column headings and totals.

b) The COSS for the Town of Salem dated November 30, 2018 appears to be a “draft” report.
Did Rafielis subsequently issue a final report? 1If yes, please provide a copy of that report
with legible table column headings and totals.

c) If the Company’s response to (b} is in the affirmative, will that report affect the rate that
Salem will ultimately charge HAWC? Please explain. Will the Southern NH Project
Agreement (Exhibit 8) be amended? Please explain.

Response 2-6:
a) See Attached.
b} Yes, see attached.
¢) Per the SIA, Salem will charge HAWC $0.50 cents more per CCF than the combined rates

charged to Salem by MWW and Derry for water usage. This calculates to $3.05 per CCF. The
draft report called for the charge to be $3.09.
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Exhibit 2-6

SOUTHERN NEW HAMPSHIRE
REGIONAL WATER

INITIATIVE

Cost of Service Study — Hampstead Area
Water Company

Final Report / June 27, 2019

PR B NEW HAMPSHIRE
t"*«w : DEPARTMENT OF it . R N
™y onmental :% RAFTELIS
—  SeTViCeS
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June 27, 2019

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Hampstead Area
‘Water Company

Dear Mr, McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Cost of Service Report to Weston &
Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWI).

The major objectives of the study include the following:

* Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;

» Utilizing said methodology and model, the following scenarios were to be analyzed:

+ Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

+ Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

* Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for HAWC. We expect this initial report will result in further discussions with all stakeholders
and that some modifications may be necessary to finalize a set of methodologies and rates that all agree to. It
has been a pleasure working with you, and we look forward to continuing our work with you to finalize this
important project for the region.

Sincerely,

Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER [NITIATIVE COST OF SERVICE STUDY REFORT
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1.1.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWTI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWCQ), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0BJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHRWI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Hampstead Area Water Company (ITAWC) portion of the SNHRWI.,

The charges to be calculated through this study include developing a cost justified volumetric rate that HAWC
can assess the Town of Plaistow for providing wholesale water wheeling services.

1.2,  Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

« A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

o A rate of return applied to the utility’s investment in these assets; and

» A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWI operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Salem, of approximately 250,000 gallons
per day, will be assessed at a rate of $3.06 per one hundred cubic feet (Ccf), which is draft and contingent on
the finalizing of our similar report to Salem which presented the calculation of wholesale rates for HAWC as
well as the Town of Windham. Table 1 presents the test year full cost components for HAWC. These cost
components will be utilized later in this report to demonstrate the functionalization, allocation, and distribution
required to provide wheeling services only.

CO3T OF SERVICE STUDY REPGRT 1
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Table 1: Test Year Costs

EAEr CombonRnE it
Source of Supply $ 396,052
Pumping Expenses 284,516
Water Treatment Expenses o 170,729
Transmission and Distribution Expense 83,951
Customer Accounts Expense . 113,121
Administrative and General Expenses 504,818
MSDC Charges 64,070
Additional Support 55,000
Chloramine Conversion (for 20 stations) 66,367
Shannon Road Booster Station 11,593
Rate of Return 499,547
Taxes Other Than Income 159,664
Income Taxes 144,869
CIAC 219,204

Depreciation 500,470'”

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers, The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with HAWC staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories; General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories.

2 SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE
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Table 2: Test Year Costs by General Function

COSECORBORARE sl Sl et i iR Iyt b ekt abetl gy e
Source of Supply : $ 394,071 $ 1,980 $ -
Pumping Expenses 283,093 1,423 -
Water Treatment Expenses 169,875 854 -
Transmission and Distribution Expense 34,113 2,252 47,626
Customer Accounts Expense ' - - 113,121
Administrative and General Expenses 424,283 3,134 77,401
MSDC Charges 63,750 320 -
Additional Support 46,226 341 8,433
Chioramine Conversion (for 20 stations) 55,779 412 10,176
Shannon Road Booster Station 9,744 72 1,778
Rate of Return 393,149 5,984 100,415
Taxes Cther Than Income 125,657 1,912 32,094
Income Taxes 114,013 1,735 29,120
CIAC 172,516 2,626 44,062

393,875 5,995 100,600

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs
that are explicitly incurred for retail-only or wholesale-only service, Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from HAWC’s customer demand characteristics and water production facilities. A summary
of this process is presented in Table 3.

Table 3: Test Year Costs by Cost Component

pi%

Source of Supply $ 10226 ¢ 12499 ¢ 371,346 $ .

Pumping Expenses 127,392 155,701 - -
Water Treatment Expenses - - - 169,875
Transmission and Distribution Expense 21,668 12,445 - -
Customer Accounts Expense - - - -
Administrative and General Expenses 132,565 150,340 - 141,378
MSDC Charges - - - 63,750
Additional Support 20,802 25,424 - -
Chloramine Conversion (for 20 stations’ 25,101 30,679 - -
Shannon Road Booster Station 4,385 5,359 - -
Rate of Return 216,442 156,206 - 20,501
Taxes Other Than Income 69,179 49,926 - 6,553
Income Taxes 62,768 45,300 - 5,945
CIAC 94,976 68,544 - 8,996

Depreciation 216,841 156 495 - 20 539 _

COST OF SERVICE STUDY REFPORY 3
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Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for HAWC’s calculated non-operating expenses
such as its depreciation and rate of return.

The following table (Table 4) presents the final rate calculation that HAWC could assess the Town of Plaistow.

Table 4: Calculation of Wholesaie Rate {per Ccf)

Cost of Service
Operating Expenses $ 201,917
Rate of Return 141,372
Depreciation 52,380
Other Non-Operating 85,516
Total: Cost of Service $ 481,185
Estimated Flow (Ccf) 121,992

4 SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE
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APPENDIX A:

FULL COST OF SERVICE
ALLOCATIONS



Functienal Functionat Categories

Qperations and Maintenance Expense Lategory General Fire Customer
Watar Sarvice Seryice
Operations
Operation Supervision and Engineering $ - General Water 99.5% C.5% 0.0%
Operation Labor and Expenses 4,832 General Water 99.5% 0.5% 0.0%
Purchased Water 373,213 General Water 99.5% 0.5% 0.0%
Miscellaneous Fxpenses 23 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering $ 1,677 General Water 99.5% 0.5% 0.0%
Malntenance of Structures and Improvements 4,647 General Water §9.5% 0.5% C.0%
Maintenance of Collecting and Impounding Reservoirs - General Water 59.5% 0.5% ¢.0%
Maintenance of Lake, River, and Other Intakes - General Water 99.5% 0.5% G.0%
Maintenance of Wells and Springs 11,660 General Water 99.5% 0.5% 0.0%
taintenance of Infiltration Galleries and Tunnels - General Water 99.5% 0,5% 0.0%
Maintenance of Supply Mains - General Water 99.5% 0.5% 0.0%
Malntenance of Miscellaneous Water Source Plant - General Water 99.5% 0.5% 0.0%
Subtotal: Source of Supply H 396,052 $ 394,071 % 1,980 % -
Operations
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Fuel for Power Production - General Water 99.5% 0.5% 0.0%
Power Production Labor and Expenses - General Watar 99.5% C.5% 0.0%
Fuel or Power Purchased for Pumping 177,913 Genaral Water 59.5% 0.5% 0.0%
Pumping Labor and Expenses 23,050 General Water 99.5% 0.5% 0.0%
Expenses Transferred-Credit - General Water 99.5% 0.5% 0.0%
Miscellaneous Expenses 16,254 General Water 99.5% 0.5% 0,0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering % - General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements 31,112 General Water 99.5% 0.5% 0.0%
Maintenance of Power Production Equipment - General Water $9.5% 0.5% 0.0%
Maintenance of Pumplng Equipment 36,187 General Water $9.5% 0.5% 0.0%
Subtotal: Pumping Expenses $ 284,516 $ 283,093 § 1423 § -
Water Tr: i}
Operations
Operation Supervisien and Engineering $ - General Water 99.5% 0.5% 0.0%
Chemicals 10,961 General Water 9%.5% 0.5% 0.0%
Operation Labor and Expenses 145,034 General Water 96.5% 0.5% 0.0%
Miscellaneous Expenses - General Water 99.5% 0.5% 0.0%
Rents - General Water 95.5% 0.9% 0.0%
Maintenance
Operation Supervision and Engineering 3% - General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements - Genaral Water 99.5% 0.5% 0.0%
Maintenance of Water Treatment Equipment 10,734 General Water 99.5% 0.5% 2.0%
Subtotal: Water Treatment Expenses $ 170,729 % 169,875 3 854 3 -
Operations
Cperation Supervision and Engineering $ - T&D Supetvision 40.6% 2.7% 56.7%
Sterage Facilities Expenses - General Water 99.5% 0.5% 0.0%
Transmission and Distribution Lines Expenses 13,300 General Water 99.5% 0.5% 0.0%
Meter Expenses 16,564 Customer Service 0.0% 0.0% 100.0%
Custemer Installations Expenses 1,228 Customer Service 0.0% 0.0% 100.0%
Miscellaneous Expenses 2,138 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering $ - T&D Supervision 40.6% 2.7% 56.7%
Maintenance of Structures and Improvements - General Water 59.5% 0.5% 040%
Maintenance of Distribution Reservoirs and Standplpes 7,026 Storage 100.0% 0.0% 0.0%
Maintenance of Transrission and Distribution Mains 11,774 General Water 59.5% 0.5% 0.0%
Maintenance of Fire Mains - Hydrants 0.5% 99.5% 0.0%
Maintenance of Services 23,035 Customer Service C.0% _ 0.0% 100.0%
Maintenance of Meters 6,799 Customer Service 0.0% 0.0% 100.0%
Maintenance of Hydrants 2,127 Hydrants 0.5% 99.5% 0.0%
Maintenance of Miscallencus Equipment - T&D Supervision 40.5% 2.7% 56.7%
Subtotal: Transmission and Distribution Expense H 83,991 $ 34,113 § 2,252 % 47,626

100



Operations
Supervision
Meter Reading Expenses
Customer Records and Collection Expenses
Uncollectible Accounts
Miscellaneous Customer Accounts Expenses

Subtotal: Customer Accounts Expanse

Sales Expenses
Operations
Sales Expenses

Subtotal: Sales Expenses

Operations
Administrative and General Salaries
Office Supplies and Other Expenses
Administrative Expenses Transferred-Cr,
Cutside Services Employed
Praperty Insurance
Injuries and Damages
Ermployee Pension and Benefits
Franchise Requirements
Regulatory Commission Expenses
Duplicate Charges Cr.
Miscellanegus Expenses
Genera! Rents

Maintenance
Maintenance of General Plant

Sublotal: Administrative and General Expenses

Annual Expense
Subtotal; MSDC Charges

FTE to support new water flows and chloramination
Subtotal: Additional Support

ramnti nversi i
Chtoramine Pump Package System
Ammonia Analyzer
Chiorine cost
Ammonia cost
Pump House Updates
Electricity for chemical system only

Subtoltal: Chioramine Conversion (for 20 stations)
Shannon Road Booster Station

Pumps

Mag-meter

SCADA Monitoring & Equipment

Electricity

Subtetal: Shannon Road Booster Station
Coalingency
Subtotal: Contingency

Total: Operating & Maintenance Expenses

Plant in Service

Intangible Plant - Franchise
Subtotal: Intangible Pian

Land and Land Rights
Stuctures & Improvements
Wells & Springs

Supply Mains

Pumping Equipment

Subtotal: Source of Supply and Purmping

3 - Customer Service 0.0% 0.0% 100.0%
12,787 Lustomer Service 0.0% 0.0% 100.0%
106,334 Custorner Service 0.0% 0.0% 100.0%
- Customer Service 0.0% 0.0% 100.0%
- Customer Setvice 0.0% 0.0% 100.0%
$ 113,121 § - % - % 113,121
] - General Water ][ 59,58 | 0.5% I 0.0% !
$ - $ - % - % -
$ 16,542 Total O&M 84.0% 0.6% 15.3%
46,764 Total &M 84.0% 0.6% 15.3%
- Total O&M 84.0% 0.6% 15.3%
259,165 Total O&M 84.0% 0.6% 15.3%
- Totat O&M 84.0% 0.6% 15.3%
35731 Total O&M 84.0% 0.6% 15.3%
85,838 Total Q&M 84.0% 0.6% 15.3%
5,520 Total Q&M 84.0% 0.6% 15.3%
6,408 Total 084 84.0% 0.6% 15.3%
- Total Q3 84.0% 0.6% 15.3%
31,950 Total Q&M 84.0% 0.6% 15.3%
16,900 Total Q&M 94.0% 0.6% 15.3%
$ - Total O&M Il 84.0% | 0.6% ] 153% |
$ 504,818 $ 424,203 ¢ 3,134 § 77,401
s 54,070 | | General Water ] { 99.5% | 0.5% T 0.0% 1
$ 64,070 $ 63,750 % 320 -
) 55,000 | [ Total Q&M | [ B40% { 0.6% ! 153% ]
55,000 $ 46,226 % 341 % 8,433
$ 14,000 Total 0&M 84.0% 0.6% 15.3%
15,200 Total O&M 84.0% 0.6% 15.3%
5,590 Total Q&M 84.0% 0.6% 15.3%
10,837 Total 0&M 84.0% 0.6% 15.3%
20,000} Total D&M 84.0% 0.6% 15.3%
340, Total G&M 94.0% 0.6% 15.3%
$ 66,367 $ 55779 $ 412 % 10,176
$ 3,500 Total 0&M 84.0% 0.6% 15.3%
833 Total 0&M 84.0% 0.6% 15.3%
1,500 Total 0&M 84.0% 0.6% 15.3%
5,760 Total Q&M 84.0% 0.6% 15.3%
$ 11,563 $ 9,744 § 72 % 1,778
[ - Total O8M i 80% ] 0.6% i 153% 1
$ - $ -3 - % -
$ 1,750,257 $ 1,480,934 % 10,789 $ 258,534
4 12 E7
$ 36,583 | Plant Investment 1 787% | 1.2% I 20.1% |
$ 36,583 $ 28,791 3% 438 % 7,354
$ 76,185 General Water 99.5% 0.5% 0.0%
1,276,64 General Water 95.5% 0.5% 0.0%
921,763 General Water 99.5% 0.5% 0.0%
106,525 General Water 99,5% 0.5% 0.0%
1,656,980 General Water 99.5% 0.5% 0.0% _ |
$ 4,038,098 $ 4,017,997 ¢ 20,190 3 -
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Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

ran; 1
Distributlon Reservoirs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

Office Furniture and Equipment
Transpertation Equipment

Tools, Shop and Garage Equipment
Computer Equipment

Sublotal: Generat Plant

Total: Plant in Service

Depreciation

Intangible Plant - Franchise
Sublotal: Intangible Plan

Land and Land Rights
Stuctures & Improvements
Wells & Springs

Supply Mains

Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment Equipment
Subtotal: Water Treatment

Distributien Reservoirs & Standpipes
T&D Mains

Services

Meters and Meter Installations
Hydrants

Other

Sublotal: Transmission & Distribution

Office Furniture and Eguipment
Transportation Equipment

Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Depreciation

Taxes

Taxes Qther Than Income
Utility Property Tax
Real Estate

Subtotal: Taxes Other Than Income

Business Enterprise Tax
Subtotal: Income Taxes

Total: Taxes

Amortization
CIAC
Qther

Total: Amortization

Return
Estimate

Total Return

$ 735971 | General Water il 99,5% 1 0.5% 1 0.0% ]
$ 735,971 $ 732,291 % 3,680 % -
$ 2,795,608 Storage 100.0% 0.0% 0.0%
6,240,925 General Water 93.5% 0.5% 0.0%
2,250,484 Customer Service 00% 0.0% 100.0%
1,340,115 Customer Sarvice 0.0% 0.0% 100.0%
158,156 Hydrants 0.5% 99.5% 0.0%
303,311 General Water 99.5% 0.5% 0.0%
$ 13,088,598 $ 9,307,914 190,087 § 3,590,598
$ 1,420 Flant Investment 78.7% 1.2% 20.1%
153,590 Plant Investment 78.7% 1.2% 20.1%
3,995 Plant Investment 78.7% 1.2% 26.1%
97,088 Plant Investment 78.7% 1.2% 20.1%
$ 256,473 $ 201,847 § 3072 % 5§,554
$ 18,155,723 $ 14,288,750 $ 217,467 $ 3,649,506
3 915 Depreciation | i 72.4% I 0.9% I 26.7% |
$ 915 H 662 $ 9 % 244
$ 1,905 General Water 59.5% 0.5% 0.0%
31,074 General Water 99.5% 0.5% 0.0%
29,303 General Water 59.5% 0.5% 0.0%
1,530 Gereral Water 99,5% 0.5% 0.0%
64,129 General Water 99.5% 0.5% 00%
$ 127,541 $ 127301 § 640§ -
$ 336 [ General Water 1 T oo5wm . | 0.5% | 0.0% |
$ 31,316 3 31,159 % 157§ -
$ 36,760 Starage T 100.0% 0.0% 0.0%
126,952 General Water 99.5% 0.5% C.0%
51,959 Customer Service 0.0% 0.0% 1000%
76,485 Customer Service 0.0% 0.0% 100.0%
3,019 Hydrants 0.5% 59,5% 0.0%
24,928 General Water 99.5% 0.5% 0.0%
$ 322,604 $ 150,384 § 3,976 % 128,444
$ - Depreciation 72.4% 0.9% 26.7%
12,731 Depreciation 72.4% 0.9% 26.7%
05 Depreciation 72.4% 0.9% 26.7%
4,759 Depreciation 72.4% 0.9% 26.7%
$ 17,695 $ 12,810 $ 168 % 4,717
$ 500,470 $ 362,317 % 4,748 § 133,405
$ 30,274 | Plant Investment N 78.7% I 1.2% 1 20.1% 1
129390 | Plant Investment ] 1 78.7% | 1.2% i 20.1% i
$ 159,664 $ 125657 % 1912 % 32,094
$ 144,869 [ General Water [ 295% 1 0.5% | 0.0% ]
$ 144,869 $ 144,144 § 724 % -
$ 304,533 $ 269,802 % 2,637 % 32,084
$ 216,488 [ Plank Investment ] 78.7% I 1.2% I 20.1% |
2,715 | Plant Investment 1] 78.7% ] 1.2% [ 00% ]
$ 219,204 $ 172,516 $ 2,626 % 44,062
$ 499,547 | Plant Investment ] 78.7% i 1.2% I 20.1% ]
$ 499,547 $ 393,149 $ 5984 % 100,415
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G4M Expenses
Source of Supply
Operations
Operation Supervision and Engineering
Operaticn Labor and Expenses
Purchased Water
Miscellanegus Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Stuctures and Improvements

Maintenance of Collecting and Impounding Reservoirs

Maintenance of Lake, River, and Other Intakes
Maintenance of Wells and Springs

Maintenance of Infiltration Galleries ang Tunnels
Maintenance of Supply Mains

Maintenance of Miscellanecus Water Source Plant

Subtotal: Source of Supply

Operations
Operation Supervision and Engineering
Fuel for Pawer Production
Power Production Labor and Expenses
Fuel or Power Purchased for Pumping
Pumping Labar and Expenses
Expenses Transferred-Credit
Miscellaneous Expenses
Renis

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Power Production Equipment
Maintenance of Pumping Equipment

Subtotar: Purnping Expenses

Operations
Operation Supervision and Engineering
Chemicals
Operation Labor and Expenses
Miscellaneous Expenses
Renis

Maintenance
Operation Supervision and Engineering
Maintenance of Siructures and Improvements
Maintenance of Water Treatment Equipment

Sublotal: Water Treatment Expenses

Transmission and Distributin Expense
Operations
Operation Supervision amd Engineering
Storage Facilities Expenses
Transmission: and Distribution Lines Expenses
Meter Expenses
Customer Installations Expenses
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements

Maintenance of Distribution Reservoirs and Standpipes
Maintenance of Transmission and Distribution Mains

Maintenance of Fire Mains

Maintenance of Services

Maintenance of Meters

Maintenance of Hydrants

Maintenance of Miscalienous Equipment

Subtotal; Transmission and Distnbution Expense

Operations
Supervision
Mater Reading Expenses
Customer Records and Collection Expenses
Uncollectible Accounts
Miscelianeous Customer Accounts Expenses

Subtoal: Customer Accounts Expense

Sales Expenses
Operations
Sales Expenses

Subtotal: Sales Expenses

Water Cost Drivers

Extra Wholesale Retail
Base Lapacity Quly Qnly
$ - Production & Pympling Costs 45.00% 55.00% 0.00% 0.00%
4,808 Production & Pumping Casts 45.00% 55.00% 0.00% 0.00%
371,346 Purchased Water 0.00% 0.00% 100.00% £.00%
23 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pomping Costs 45.00% 55.00% 0.00% 0.00%
$ 1,669 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
4,624 Production & Pumping Costs 45.00% 55.00% 0,000 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00P%
- Production & Pum) Costs 45.00% S5.00% 0.00% 0.00%
11,602 Proguction & Pumping Costs 45.00% S5.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
$ 394,071 10,226 % 12,498 % 371,346 % -
$ Production & Pumping Costs a5.00% 55.00% 0.00% 0.00%
Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumnping Costs 45.00% 55.00% 0.00% 0.00%
177,023 Froduction & Purnping Costs 45.00% 55.00% 0.00% 0.00%
22,935 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Froduction & Pumping Costs 45.00% 55.00% 0.00% 0.00%
16,173 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
N Production & Pumnping Costs 45.00% 55.00% 0.00% 0.00%
$ - Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
30,956 Preduction f Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Prexluction & Pumping Costs 45.00% 55.00% 0.00% 0.00%
36,006 Production & Pemping Costs 45.00% 53.00% 0.00% 0.00%
$ 283093 127,392 % 155,701 % - 3 -
% - Treatment 0.00% 0.00% 0.00% 100.00%
10,506 Treatment 0.00% 0.00% 0.00% 100.00%
148,289 Teeatment 0.00%, 0.00% 0.00% 100.00%
- Treatment 0.00% 0.00% 0.00% 100.00%
- Treatment 0.00% 0.00% 0.00% 100.00%
$ Treatment 0.00% 0.00% 0.00% 160.00%
- Treatment 0.00% 0.00% 0.00% 100.00%
10,680 Treatment 0.00% 0.00% 0.00% 100.00%
§ 169,875 -8 - % - % 169,875
5 - T&D Matns 63.52% 36,48% 0.00% 0.00%
- T&D Malng 63.52% 36.46% 0.00% 0.00%
13,219 T&D Mains 61.52% 35.48% 0.00% 0.00%%
- T1&D Mains 63.52% 35.48% 0.00% 0.00%
- T&D Mains 63.52% 36.48% 0.00% 0.00%
2,127 T&0 Mains 63.52% 36.48% 0.00% 0.00%
- T&D Mains 63.52% 36.48% 0.00% 0.00%
$ - T&D Maing 63.52% 36.48% 0.00% 0.00%
- T&D Mains 63.52% 36.48% 0.00% 0.00%
7.026 TBD Mains 63.52% 36.48% 0.00% 0.00%
11,715 T&D Mains 63.52% 36.48% 0.00% 0.00%
- T&D Maijns $3.52% 36,48% 0.00% 0.00%
- TBD Mains 63.52% 36,48% 0.00% 0.00%
- T&D Maing 63.52% 36.48% 0.009% 0.00%
11 T&D Maing 63.52% 36.48% 0.00% 0.00%
- T&D Maing 63.52% 36.48% 0.00% 0.00%
5 34,113 21,668 % 12,445 % - %
$ - Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
| Production & Pumping Costs | 5,00% 35.00% 0.00% 0.00%
Production & Pumping Costs 45.00% £5.00% 6.00% 0.00%
- Production & Pumplng Costs 45.00% 55.00% 0.00% 0.00%
H - - - % - %
[} Production & Pumping Costs [ 45.00% 55.00% I 0,00% 0.00%
5 - - % ¥ -5
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Operations
Administrative and General Salaries
Office Supplies and Other Expenses
Administrative Expenses Transferred-Cr,
Outside Services Employed
Property Insurance
Injuries and Damages
Employee Pension and Benefits
Franchise Requirements
Regulatory Commission Expenses
Duplicate Charges Cr.
Miscellaneous Expenses
General Rents

Maintenance
Maintenance of General Plant

Sublotal: Administrative and Generdi Expenses

h;
Annual Expense

Sublolal; MSDC Charges

FTE to support new water Aows and chloramination

Subtotal: Additional Support
hlpramin: I T g

Chloramine Pump Package System
Ammaonia Analyzer
Chlorine cost
Ammania cost
Pump House Updates
Electricity for chemical system andy

Swbtotal: Chiaramine Conversion (for 20 stations)
Shianngn Road Booster Station

Pumps

Mag-meter

SCADA Monitoring & Equipment

Electricity

Subtotal: Shannon Rosd Booster Station
Confingency

Subtolal: Contingency

Total: Op
Check

Plant in Service
ntangikl

Intangible Plant - Franchise
Subtotal: Intangibia Plan

Saurce of Sypoly and Pumoing
Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

r
Water Treatment Equipment
Subtotal; Water Treatment

Distribution Reservairs & Standpipes
T&D Mains

Services

Meters and Meter Installations
Hydrants

Other

Subtotal: Transmission & Distribution

General Plagt
Office Furniture and Equipment
Transportation Equiprment
Tools, Shap and Garage Equipment
Computer Equipment

Sublotal: Generai Flant

Totak Plant in Service

$ 13,303 Total 554 31.24% 35.43% 0.00% 33.32%
39,304 Total O&M 31,24% 15.43% 0.00% 3.33%
- Tolal Q&M 31.23% 15.43% 0.00% 13.32%
217,820 Tokal Q&M 31.25% 35.43% 0.00% 33.33%
. Tl Q&M 31.24% 35.43% 0.00% 33.37%
30,031 Total OBM 31.24% 35.43% 0.00% 33.32%
72,144 Fatal O&M 31.24% 35.43% 0.00% 33.32%
4,639 Tatal O&M 31.24% 35.43% 0.00% 23,3%
5,386 Total O&M 31.34% 35.43% 0.00% 33.32%
- lotzl 31.24% 35.43% 0.00% 33.32%
26,853 Tolal Q&M 31.24% 35.43% 0.00% 33.32%
14,204 Total O&M 31.24% 3543% 0.00% 33.32%
$ - Total & } 31.24% I 35.43% I 0.00% 1 33.32% |
3 424,283 % 112,565 % 150,340 % - % 141,378
$ 63,750 | Treatment ] 0.00% I 0.00% i 0.00% I 100.00% |
$ 63,750 s -8 -8 -8 3,750
3 46,226 Production & Pumping Costs [ 45.00% ] 55.00% T 0.00% I 0.00% ;
3 46,226 s 20,802 § 25,424 § -8 -
5 11,767 45.00% 55.00% 0.00% 0.00%
12,775 45.00% 55.00%, 0.00% 0.00%
5,034 45.00% 55.00%, 0.00% 0.00%
9,108 45.00%, 55.00% 0.00% 0.00%
16,809 45.00%, 55.00% 0,00% 0.00%
285 Preduction & Pumping Casts 45.00% 55.00% 0.00%, 0.00%
$ 55,779 s 25,161 § 0,679 5 Y
§ 2,942 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
700 Production & Pumgping Costs 45.00% 55.00% 0.00% 0.00%
1,261 Prodyttion & Pumping Costs 45.00% 55.00% 0.00% 0.00%
4,841 Progiction & Pumping Costs 45.00% 55.00% 0.00% 0.00%
$ 5,744 $ 4,385 § 5350 § 3
3 - Production & Pumping Costs | 45.00% I 55.00% | 0.00% ] 0.00% i
$ - $ $ - % $
% 1,480,924 $ 342,138 % 392447 % 371,346 % 375,003
N .
$ w791 | Piant fvestment 11 55.1% [ 39.7% i 0.0% I 5.2% ]
% 28,791 H 15,851 5 11,439 & - % 1,501
s 75,804 Production & Pymping Costs 45.0% 55.0% 0.0% 0.0%
1,270,261 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
917,154 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
105,993 T&O Mains 63.5% 36.5% 0.0% 0.0%
1,648,605 Production & Purnping Costs 45.0% 55.0% 0.0% 0.0%
$ 4,012,907 § 1,827,687 § 2,190,220 § -5 .
$ 732,091 | Treatment 0% i 0.0% i 00% | 100.0%
s 732,291 H - $ -8 732,291
$ 2,795,608 TRD Mains §3.5% 36.5% 0.0% 0.0%
6,208,720 TBD Mains §3.5% 36.5% 0.0% 0.0%
- Treament 0.0% 0.0% 0.0% 100.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
1 Treabment 0.0% 0.0% 0.0% 100.0%
301,754 T&D Mains £3.5% 36.5% 0.0% 0.0%
$ 9,307,914 $ 5,911,773 % 3,395,350 § -8 791
$ 1,118 Plant Investment 55.1% 39.7% 0.0% 5.2%
121,192 Plant Investment. 55.1% 39.7% 0.0% 3.2%
3,128 Plant Investment 55.1% 9% 0.0% 5.2%
76,408 Plant Investment 55.1% 39.7% 0.0% 5.2%
5 201,847 $ 111,123 % 80,198 % 3 10,526
+ 14,288,750 $ 7,866,434 § 5677,208 $ - % 745,109
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Depreclation

Intangible Plant - Franchise
Subtotal: Intangible Plan

Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment
Sublotal: Source of Supply and Pumping

Water Treatment Equipment
Subtotal: Water Treatment
j55it istribution
Distribution Reservoirs & Standpipes
T&D Mains

Services
Meters and Meter Instaflations
Hydrants
Other
: Transmission & Distritustso

Otfice Furniture and Equipment
Transportation Equipment
Touols, Shop and Garage Equipment
Computer Equipment

Subtotal: General Flant

Total: Depreclation

Taxes
IHility Property Tax
Real Estate
Subtotal: Taxes Other Than Income

Income Toxes
Business Enterprise Tax

Sublotal: Income Taxes

Total: Taxes

Amortization
CIaC
Other

Total: Amortization

Return
Estimate

Total; Return

662 Depreciation ] i 51.1% I 40.0% 1 0.0% T 8.9% i
3 662 33 s %5 § $ 59
$ 1,895 45.0% 55.0% 0.0% 0.0%
30,919 45.0% 55.0% 0:0% 0.0%,
29,156 45.0% 55.0% 0.0% 0.0%
1,523 45.0% 55.0% 0.0% 0.0%
63,809 45.0% 55,0% 0.0% 0.0%
$ 127,301 57,285 $ 70,016 § -8 -
$ 31159 Treatment ]1 0.0% I 0.0% ] 0.0% I 00.0% ]
5 34,159 -8 s -8 3,159
$ 36,760 TAD Mains 63.5% 36.5% 0.0% 0.0%
129,303 TRD Mains 63.5% 36.5% 0.0% 0.0%
- Treatmen 0.0% 0.0% 0.0% 100.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
15 Treatment 0.6% 0.0% 0.0% 100.0%
24,306 T&D Mains 63.5% 36.5% 0.0% 0.0%
3 190,384 120,520 % 69,449 % - % 15
$ - Deprexiation 5L1% 40.5% 0% 8.9%
9,217 Depreciation 51,1% 40.0% 6.0% 8.9%
148 Depraciation S511% 20.0% 0.0% 8.9%
3,445 Depreciation 511% 20.0% 0.0% 8.9%
$ 12,810 6,544 5122 s $ 1,145
$ 362317 185,088 $ 144,851 § - s 32,378
5 23,826 Piant Investment 11 55.1% I 39.7% T 0.0% ] 5.2% !
101,831 Piant Investment ] i 55.1% | 39.7% ! 0.0% | 5.2% 1
3 125,657 69,179 § 49,92 - 6,553
$ 14 Total Oa ] 1 31.2% I 35.4% I 0.0% I 33.3% i
H 144,144 45,037 % 51,076 $ - 0% 48,031
% 269,802 114,216 % 301,002 % - % £4,584
$ 170,373 | Deprecigtion T 51.1% ] 40.0% 0.0% | 8.5% :
137 | Depreciation T 51.1% ] 40.0% 0.0% ] 8.9% i
$ 172,516 88,129 § 68,970 § -8 15,417
$ 393,190 | Plant Investment 1L 55.1% [ 39.7% i 0.0% I 5.2% ;
393,149 216,442 § 156,206 $§ - % 20,501
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 2
ANSWERS

Date request received: 11/25/2019 Date of Response: 12/09/2019
Staff 2-7 Witness: Charles Lanza

Staff 2-7
Reference Company response to Staff 1-26:

a) The column headings and totals for the tables contained in the copy of the Raftelis report
provided in the Company’s response are illegible. Please provide a copy of that report with
legible table column headings and totals.

b) The COSS for HAWC dated November 30, 2018 appears to be a “draft” report, yet the Company
indicates the rate that it will charge the Town of Plaistow is based on that draft report. Will that
rate be updated as a result of the final report dated June 27, 2019 included in the Company’s
filing as Exhibit 77 Please explain. Will the Southern NH Project Agreement (Exhibit 8) be
amended? Please explain.

Response 2-7:
a} See attached

b) The rate cannot be updated without an amended SIA. The Company plans on requesting that the
SIA be amended to reflect the Final COSS.
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Exhibit 2-7

Wesfon@.%ampsﬁoﬂ

100 Internaliongl Drive, Suite 152, Portsmouth, NH 03801
Tel: 603.431.3937

November 30, 2018

Michael Unger, P.E.

Water Engineer, Drinking Water and Groundwater Trust Fund
Drinking Water and Groundwater Bureau | NHDES

29 Hazen Drive

Concord, NH 03302

Re: Southern NH Regional Water Main Initiative (SNHRWI)
Cost of Service Study — Town of Salem

Dear Mike:

We are pleased to submit this report to the New Hampshire Department of Environmental Services (DES) for the
Cost of Service Study (COSS) performed for the town of Salem on behalf the SNHRWI project. The proposed
SNHRWI project includes the potential connection of water systems mailntained by Manchester Water Works
{(MWW), the Hampstead Area Water Company (HAWC), and the towns of Salem, Derry, and Plaistow. The project
would supplement domestic water demands in the towns of Windham, Salem, Atkinscn, Hampstead, and Plaistow
through a regional water supply partnership.

DES initiated the COSS to determine the cost to each community for supplying water to adjacent communitios as
part of the SNHRWI project. The existing water system operations for town of Salem were examined to determine
how and why costs are incurred. Developing this understanding allowed for a proper allocation of future costs to
the town of Salem to distribute water to adjacent communities.

Per our work scope and budget dated August 17, 2018 we have completed the draft COSS for the town of Salem
with the assistance of Raftelis Financiat Consultants. We wish to acknowledge the assistance of DES and town of
Salem staff with gathering background information for the project. The cooperation was essential to the
completion of the report and is sincerely appreciated.

Sincerely,
WESTON & SAMPSON ENGINEERS, INC.

Ml

Jeffrey W. McClure, P.E,
Senior Associate

wesionandsampson.com
Officas in: MA, CT, NH, VT, NY, SC & FL
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SOUTHERN NEW HAMPSHIRE
REGIONAL WATER

INITIATIVE

Cost of Service Study — Town of Salem
Draft Report / November 30, 2018

o RAFTELIS
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November 30, 2018

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study ~ Town of Salem
Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Draft Cost of Service Report to Weston
& Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWTI),

The major objectives of the study include the following:

»  Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;

e Utilizing said methodology and model, the following scenarios were to be analyzed:

+ Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

»  Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

¢ Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for the Town of Salem, We expect this inttial report will result in further discussions with all
stakeholders and that some modifications may be necessary to finalize a set of methodologies and rates that all
agree to. It has been a pleasure working with you, and we look forward to continuing our work with you to
finalize this important project for the region.

Sincerely,

(B P

Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE COST OF SERVICE STUDY REPORT

109



1.1.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNIIRWI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWCQ), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0BJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHRWI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Town of Salem’s portion of the SNHRWI.

The charges to be calculated through this study include the following:
¢ Develop a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town of
Windham (Windham) for providing wholesale water wheeling services;
» Develop a cost justified volumetric rate that Salem can assess the Hampstead Area Water Company
(HAWC) for providing wholesale water wheeling services.

1.2,  Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

* A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

¢ A rate of return applied to the utility’s investment in these assets; and

+ A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWI operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Derry, of approximately 300,000 gallons
per day, will be assessed at a rate of $2.55 per one hundred cubic feet (Ccf). Table 1 presents the test year full
cost components for Salem. These cost components will be utilized later in this report to demonstrate the
functionalization, allocation, and distribution required to provide wheeling services only.

COS7 OF SERVICE STHDY REPORT ki
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Table 1: Test Year Costs

Gst CHfienet o cas Y EhE o
Operational $ 1,060,852
Buildings 58,371
Capital Projects 586,669
Administrative and General Expenses 1,377,480
MSDC Charges 76,885
Additional Support 57,500
Metering Building @ Derry Town Ling 22,716
Metering Pit on Route 111 for Salem to PEU 2,333
Metering Building at Salem Town Line 4,103
Rate of Retum 716,143

Depreciation
L g

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with Town Staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories,

Operational Y 1,000,494 $

$ 33,256
Buildings 58,079 292 -
Capital Projects 583,736 2,933 -
Administrative and General Expenses 1,326,138 24,489 26,853
MSDC Charges 76,500 384 -
Additional Support 57,213 288 -
Metering Building @ Derry Town Line 22,602 114 -
Metering Pit on Route 111 for Salem to PEU 2,322 12 -
Meterl uilding at Salem Town Line 4,083 21

Fig

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed, Water cost components allocations included base, extra-capacity, and categories reflecting costs

4 SOUTHERN NEW HAMPSHIRE REGIONAL WATER IRITIATIVE
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that are explicitly incurred for retail-only or wholesale-only service. Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from the Town's customer demand characteristics and water production facilities. A
summary of this process is presented in Table 3.

Table 3: Test Year Costs by Cost Component

kNI et &) U
Operaticnal $ 267,724 % 89,064 % 371,429 $ 272,277
Buildings 19,360 - - 38,719
Capital Projects 262,681 321,055 - -
Administrative and General Expenses 759,533 566,604 - -
MSDC Charges 47,685 28,815 - -
Additional Support 25,746 31,467 - -
Metering Building @ Derry Town Line 10,171 12,431 - -
Metering Pit on Route 111 1,045 1,277 - -
Metering Building at Salem Town U 1,8 2,246

L ol
%

Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for Salem’s calculated depreciation and rate of
return.

Finally, since Salem will be providing wholesale wheeling services to both HAWC and Windham, a
determination must be made on whether the calculated wholesale rates should be different, or if both entities
should be assessed the same wholesale rate, making the assumption that all customers classified as wholesale
would fit into the same class. In the case of the dynamics of how Salem’s system will be utilized by Windham
and HAWC, it was determined that Windham will utilize much less of Salem’s core system. Due to this, many
of Salem’s core system assets and costs were excluded from the calculation of Windham'’s rate for wheeling
service.

The following table (Table 4) presents the final rate calculations for HAWC and Windham.

Table 4: Calculation of Wholesale Rate {per Cef

)

SEAEIE PR

Cost of Service

Operating Expenses $ 337435 % 228,645
Rate of Return 36,948 24,558
Depreciation 2,393 1,915
Total: Cost of Service $ 376,780 § 260,118
Estimated Flow (Ccf) 121,992 97,594

COS8T OF SERVICE STUDY REPORY 3
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APPENDIX A:

FULL COST OF SERVICE
ALLOCATIONS



Operations and Malntenance Expense
|

Small Tools & Equipment
Gas & Oil

Gravel/Sand

Resurfacing

Chemicals

Tubing and Parts

Safety

Contracted Services

Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants

Pipe Replacement

Electricity

Other Utilities

Equipment

Water Department Equipment

Subtetal: Operational

Buildings
Cleaning Services
Building Maintenance
Heat

Subtotal: Buildings

ital Pri

Engineering Services
Building Improvements
Water - Vehicles
Improvements

DBA Projects

Sublotal: Capital Profects

Special Articles
Engineering Services
Water Improvements

Sublotal: Special Articles

Administrative and General Expenses
Regular Pay

Temporary Pay

Qvertime Pay

Employee Retirement Benefits
Stand-By Pay

Retirement

Disability Insurance

Workers' Compensation
FICA-Social Security

Health Insurance
Unemployment Compensation
Life Insurance

Dental Insurance

Clothing Aflowance

Office Supplies

Legal Services

Audit

Membership & Publications
Printing and Binging

Medical Exams/Hiring Expenses
Food

Equipment Rental

Telephona

Pastage

Meetings and Training

Radio Maintenance

Vehicle Maintenance

General Liability

Fleet Insurance
Administrative Service Charge
Property Insurance

Recording Fees

Office Furniture & Equipment

Subtotal: Administrative and General Experises

Functional Categorles

Functional General Fire Customer
Category Water Service Sarvice
10,829 General Water 99.5% 0.5% 0.0%
21,714 General Water 59.5% 0.5% 0.0%
12,084 General Water 99.5% 0.5% 0.0%
26,559 General Water 99.5% 0.5% 0.0%
62,016 General Water 59.5% G.5% 0.0%
33,256 Customer Service 0.0% 0.0% 100.0%
1,132 -_General Water 99.5% 0.5% 00%
132,116 General Water 99.5% 0.5% 0.0%
51,858 General Water 99.5% 0.5% 0.0%
373,295 General Water 99.5% 0.5% 0.0%
- Customer Service 00% 0.0% 100.0%
22,186 Hydrants 0.5% 99.5% 0.0%
16,478 General Water 98.5% 0.5% 0.0%
174,405 General Water 96.5% 0.5% 0.0%
122,18% General Water 96.5% 0.5% 0.0%
- General Water 99.5% 0.5% 0.0%
735 General Water 99.5% 0.5% 0.0%
1,060,852 % 1,000,494 § 27,102 § 33,256
4,080 General Water 99,5% 0.5% 0.0%
30,654 General Water 99.5% 0.5% 0.0%
23,637 General Water 99.5% 0.5% 0.0%
58,371 $ 58,079 ¢ 292 $ -
16,354 General Water 59.5% 0.5% 0.0%
51,595 General Water §9.5% 0.5% 0.0%
51,565 General Water 99.5% 0.5% 0.0%
60,624 General Water 59.5% 0.5% 0.0%
406,000 General Water 59.5% 0.5% 0.0%
586,669 $ 583,736 § 2933 % -
- General Water [ 99.5% i 0.5% 0.0%
- General Water 11 99.5% | 0.5% 0.0%
- $ - % $ -
454,653 Total O&M 96.3% 1.8% 1.9%
51,054 Total O8M 96.3% 1.8% 1.9%
76,276 Total 0&M 96.3% 1.8% 1.9%
947 Total O&M 96.3% 1.8% 1.9%
7,110 Total Q&M 96.3% 1.8% 1.9%
71,852 Total O&M 96.3% 1.8% 1.9%
4,556 Tokal O&M 96.3% 1.8% 1.9%
23,316 Total O&M 96.3% 1.8% 1.9%
46,243 Total O&M 96.3% 1.8% 19%
208,048 Total O&M 96.3% 1.8% 1.9%
681 Total O&M 96.3% 1.8% 1.9%
1,931 Total O&M 96.3% 1.8% 19%
7,384 Total C&M 96.3% 1.8% 1.9%
6,268 Tolal G&M 96.3% 1.8% 1.9%
537 Total &M 96.3% 1.8% 19%
10,615 Total 0&M 96.3% 1.B% 1.9%
2,602 Total 0&M 96.3% 1.8% 1.9%
1,430 Total 0&M 96.3% 1.8% 1.9%
5,485 Total Q&M 96.3% 1.8% 1.9%
344 Total O&M 96.3% 1.8% 1.9%
4,110 Total D&M 96.3% 1.8% 1.9%
26,034 Total 0&M 96.3% 1.8% 1.9%
30,392 Total 0&M 96.3% 1.8% 1.9%
26,802 Tetal O&M 96.3% 1.8% 1.9%
4,840 Total O&M 96.3% 1.8% 1.9%
S0 Total O&M 86.3% 1.8% 1.9%
13,987 Total O&M 56.3% L8% 1.9%
18,903 Total O&M 56.3% 1.8% 1.9%
5,034 Total O&M 56.3% 1.8% 1.9%
210,477 Total O&M $6.3% 1.8% 1.9%
14,723 Total O&M 96.3% L.8% 1.9%
340 Total O&M 56.3% 1.8% 1.9%
416 Total O&M 96.3% 1.8% 1.9%
1,377,480 $ 1,326,138 § 24489 $ 26,853

114




MSDC Charges
Annual Expense

Subtotal: MSDC Charges

Additional Support
FTE for support of new water flows
FTE for additicnal admin support

Subtotal: Additlonal Support
Metering Bullding & Derry Town Ling
PRV
Chemical Bulk Tank
Chemn Metering Pump {NaCH)
Chemicals {NaOH)
Chloramine Pump Package System
Ammaonia Analyzer
Chemicals {Chlorine)
Chemicals (Ammonia)
Mag-meter
SCADA Monitoring & Equipment
Electricity
Stublotal: Metering Building @ Derry Town Line
Metering Pit on Route 111 for Salem to PEU

Mag Meter

SCADA Monitoring & Equipment
Subtotal: Metering Pit on Route 111 for Salem to PEL
Metering Bullding at Salem ine

PRV

Mag Meter

SCADA Monftoring

Electricity

Subtotal: Metering Building at Salem Town Line

Contingency
Subftotal: Contingency

Total: Operating & Maintenance Expensag

3 76,885 | | General Water IR 69.5% ] 0.5% I 0.0%
$ 76,885 76,500 % 384§ -
[$ 30,000 ] | General Water ] 99.5% [ 0.5% ! 0.0%
I 27,500 ] | General Water | 1 99.5% [ 0.5% 1 0.0%
$ 57,500 57,213 § 88 -
$ 1,600 General Water 99.5% 0.5% 0.0%
3,000 General Water 99.5% 0.5% 0.0%
200 General Water 99.5% 0.5% 0.0%
4,058 General Water 55.5% 0.5% 0.0%
1,500 General Water 98.5% 0.5% 0.0%
760 General Water 99.5% 0.5% 0.0%
3,225 General Waler 99,5% 0.5% 0.0%
5,835 General Water 99.5% 0.5% 0.0%
833 General Water 99,5% 0.5% 0.0%
1,500 General Water §9.5% 0.5% 0.0%
204 General Water 99.5% 0.5% 0.0%
$ 22,716 22,602 4 114 % -
3 833] [ General Water | 59.5% [ 0.5% ] 0.0%
| 1,500 | | General Water | 99.5% 1 0.5% 0.0%
$ 2,333 2322 % 12 -
§ 1,600 General Water 99.5% 0.5% 0.0%
833 General Water 99.5% 0.5% 00%
1,506 General Water 99.5% 0.5% 0.0%
170 General Water 99.5% 0.5% 0.0%
$ 4,103 4,083 3% 21 -
s -1 General Water ] 9%.5% | 0.5% 0.0%
$ - - % - -
$ 3,170,024 3,054,666 §$ 55,249 60,109
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O8M Expansas
rational
Small Tocls & Equipment
Gas & Oil
Gravelf/Sand
Resurfacing
Chesmicals
Tubing and Parts
Safety
Contracted Services
Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants
Pipe Replacement
Electricity
Qther Utilities
Equipment
Water Department Equipment
Subtotal: Gperational

Buildings
Lleaning Sevvices
Building Maintenance
Heat

Sublotal: Buitdings

Capital Projects
Engineering Services
Building Improvements
Water - vehicles
[mprovements
DBA Projects

Subtotal: Capital Projects

Special Articles
Engineering Services
Water Improvements

Sublotal: Special Articles

Administrative angd General Expenses
Regular Pay
Temporary Pay
Overtime Pay
Employea Retirement Benefits
Stand-By Pay
Retirement
Disability Insurance
‘Workers' Compensation
FICA-Social Security
Health Insurance
Unempleyment Compensation
Life Insurence
Dental Insurance
Chothing Allowance
Qffice Supplies
Legal Services
Audit
Membership & Publicatians
Printing and Binding
Medical Exams/Hiring Expenses
Food
Equipment Rental
Telephone
Postage
Meetings and Training
Radio Maintenance
Vehicle Maintenance
General Liability
Fleet Insurance
Administrative Service Charge
Property Insurance
Recording Fees
Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Water Coat Drivers

Bars Extra Cap. Wholesals Retail
H 10,775 Production & Pumping Costs 45.0% 55.0% 0.0% 0%
21,605 Production & Pumping Costs 45.0% 55.0% 0.0% 0%
12,023 THD Mains 62.3% 37.3% 0.0% %
26,426 T&D Maing 62.3% 3.7% 0.0% 0.0%
61,706 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,126 Production & Pumping Costs 45,0% 55.0% 0.0% 0.0%
131,455 TEE Mains. 62.3% 37.7% 0.06% 0.0%
51,598 Treatment 13.3% 0% 0.0% 66.7%
371,429 Purchased Water 0.0% 0% 100.0% 0.0%
. Treatment 33.3% 0% 0.0% £6.7%
111 Production & Pumping Costs 45,0% 55.0% 0.0% 0.0%
16,395 TAD Mains b2.0% 377% 0.0% 0.0%
173,533 Treatment 31.3% 0.0% 0.0% E6.7%
121,578 Treatment 31.3% 0.0% 0.0% €6.7%
- Production & Pumping Costs 45.0% 55.0% 0.6% 0.0%
731 Production & Pumping Costs 45.0% 55.0% 0.6% 0.0%
$ 1,000,494 s 267,724 $ 89,064 § 371,429 272,277
$ 4,059 T 33.3% 0.0% 0% 66.7%
0,501 Treatment, 33.3% 0.0% 0% 66.7%
23,519 Treatment 33.3% 0.0% 0% 66.7%
H 58,079 $ 19,360 % -8 38,719
[ 16,720 Production & Pumping Costs 45.0% 55.0% 0.0% 0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0%
51,337 Production & Pumping Costs 45.0% 55.0% 00% 0%
60,321 Production & Pumping Costs 45.0% 55.0% 0.0% 0%
403,970 Production & Pumping Costs ___| 45.0% 55.0% _00% 0%
H 583,736 s 262,681 § 321,055 % - -
$ Production & Pumping Costs 45.0% | 55.0% | 0.0% 0.0%
L. 950 | 55.0% | 0.0% 9% |
$ H $ ) -
$ 475,216 Total O&M 57.3% ; 27% 0.0%
49,151 Total O&M 57.3% i 42.7% 0.0%
73,433 Total D&M 57.3% : 42.7% 0.0%
912 Total OaM 573% j 42.7% 0.0% _
6,845 Total G&M 57.3% 42.7% 0.0%
69,174 Tota! GEM 57.3% 42.7% 0.0%
4,387 Totat O&M 57.3% a2.7% 0.0%
22,947 Total O&M 57.3% 42.7% 0.0%
44,519 Total 08 57.3% 43.7% 0.0%
200,294 Total D&M 57.3% A2.7% 0.0%
656 otal O&M 57.3% 12.7% 0.0%
1,859 otal O&M 57.3% 42,7% 0.0%
7,109 Total D&M 57.3% 42.7% 0.0%
6,015 Total 0&M 51.3% 2.7% 0.0% i
517 Total O&M 57.3% 427 0.0% :
10,221 Total G&M 57.3% 42.7% 0.0% -
2,505 Tota] GaH 57.3% 42.7% 0.0%
1,377 Tota] O&M 57.3% 427% 0.0%
5,280 Total O&M 57.3% 43.7% 0.0%
131 Total Q&M 57.3% i 42.7% 0.0%
3,957 Total O&M 57.3% 43.7% 0.0%
25,003 Total GAM 57.3% 2.7% 0%
29,259 Total O&M 57.3% 41.7% 0%
25,803 Tota} O&M 57.3% 22.7% 0%
4,659 Tota] O&M 57.3% 42.7% 0%
86 Total O&M 57.3% Q7% __ 1. 0%
13,466 Total O&M 57.3% 07% 0%
18,198 Total O&M 57.3% 2.7% 0%
4,847 Total O&M 57.3% 42.7% 0%
202,632 Total O&M 57.3% 42.7% | 0%
14,174 Yotal OB 57.3% 42.7% | 0%
327 Yotel O&M 57.3% 42.7% | 0.0%
401 Total O&F 57.3% 42.7% | 0.0%
s 1,326,138 H 759,533 % 566,604 % - -
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Annual Exepense

Subtotal: MSDC Charges

Additional Supgort
FTE for suppovt of new water flows
FTE for additional admin support

Subltatal: Additiona! Support
Metering Byildin n Lin
PRV

Chemical Bulk Tank

Chem Metering Pump (NaCH}
Chemicals {NaCH}

Chloraming Pump Package System
Ammania Anatyzer

Chemicals {Chloring)

Chemicals (Ammonia)

Mag-meter

SCADA Menitoring & Equipment
FElectricity

Subtotal: Metering Building @ Derry Town Line

ing Pit on Route 111 for PE!

Mag Meter
SCADA Monitcring & Equipment

Subtotal: Metering Pit on Route 111 for Salem to PEU

Metering Buikling at Salem Town Ling
PRV

Mag Meter
SCADA Monitoring
Electricity
Subtotal: Metering Buliding at Salem Town Line

Cantingency
Subtotal: Contingency

Total: ©

$ 76,500 | TAD Malns I 61.3% | 37.7% | 0.0% 0.0% |
) 76,500 3 47,685 § 8815 % -8
$ 29850 [ Production & Pumping Costs | | 45.0% I 55.0% | 0.0% 0.0% |
27,363 Production & Pumping Costs | | 45.0% | 55.0% | 0.0% 0.0% ]
$ 57,213 $ 25,745 % 31467 % ]
s 1,592 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
2,985 Production & Pumping Costs 45.0% 55.0% 0.0% 0.5%
199 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
4,038 Production & Pumping Costs 45.0% 55.0% ! 0.0%
1,493 Production B Pumping Costs 45.0% 55.0% 0% 0.0%
756 Production & Pumping Costs 45.0% 55.0% 0% 0.0%
3,209 Production & Pumping Costs 45.0% 55.0% 0% 0.0%
5,806 Production & Pumping Costs 45.0% 55.0% 0% 0.0%
829 Production & Pumping Costs 45.0% 55.0% 0% 0.0%
1,493 Production & Pumping Costs 45.0% 5505 0% 0.0%
203 Peoduction & Pumping Costs 45.0% i 5E.0% — 0.0% 0.0%
% 22,602 1 10,171 % 12431 § - 4% -
$ 829 | Production & Pumping Costs__ | 45.0% [ 55.0% [ 0.0% 0.0% ]
1,493 [___Production & Pumping Costs | | 45.0% | 55.0% | 0.0% i 0.0%
§ 2322 $ 1045 5 1,277 3 ) -
$ 1,592 Froduction & Pumping Casts 45.0% 55.0% 0.0% 0%
B29 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
5,493 Produciion & Pumplng Costs 45.0% 55.0% 0.0% 0.0%
169 Froduction & Fumping Costs 45.0% 55.0% 0.0% 0.0%
% 4,083 $ 1,837 5 1246 % -8 -
H - Production & Pumping Costs O asom I 55.0% [ 0.0% 0.0% |
s - $ - % $ B ] -
$ 3131186 $ 1395782 $ 10529590 § 371,429 § 310,996
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June 27, 2019

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Hampstead Area
Water Company

Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Cost of Service Report to Weston &
Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWT).

The major objectives of the study include the following:

e Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;

e Utilizing said methodology and model, the following scenarios were to be analyzed:

e Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for HAWC. We expect this initial report will result in further discussions with all stakeholders
and that some modifications may be necessary to finalize a set of methodologies and rates that all agree to. It
has been a pleasure working with you, and we look forward to continuing our work with you to finalize this
important project for the region.

Sincerely,
Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE COST OF SERVICE STUDY REPORT
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1.1.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWTI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWC), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0OBJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHR WI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Hampstead Area Water Company (HAWC) portion of the SNHRWI.

The charges to be calculated through this study include developing a cost justified volumetric rate that HAWC
can assess the Town of Plaistow for providing wholesale water wheeling services.

1.2.  Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

e A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

e A rate of return applied to the utility’s investment in these assets; and

e A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWI operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Salem, of approximately 250,000 gallons
per day, will be assessed at a rate of $3.06 per one hundred cubic feet (Ccf), which is draft and contingent on
the finalizing of our similar report to Salem which presented the calculation of wholesale rates for HAWC as
well as the Town of Windham. Table 1 presents the test year full cost components for HAWC. These cost
components will be utilized later in this report to demonstrate the functionalization, allocation, and distribution
required to provide wheeling services only.

COST OF SERVICE STUDY REPORT 1
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Table 1: Test Year Costs

Source of Supply $ 396,052
Pumping Expenses 284,516
Water Treatment Expenses 170,729
Transmission and Distribution Expense 83,991
Customer Accounts Expense 113,121
Administrative and General Expenses 504,818
MSDC Charges 64,070
Additional Support 55,000
Chloramine Conversion (for 20 stations) 66,367
Shannon Road Booster Station 11,593
Rate of Return 499,547
Taxes Other Than Income 159,664
Income Taxes 144,869
CIAC 219,204
Depreciation 500,470

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with HAWC staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories.
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Table 2: Test Year Costs by General Function

Source of Supply

Pumping Expenses

Water Treatment Expenses
Transmission and Distribution Expense
Customer Accounts Expense
Administrative and General Expenses
MSDC Charges

Additional Support

Chloramine Conversion (for 20 stations)
Shannon Road Booster Station

Rate of Return

Taxes Other Than Income

Income Taxes

CIAC

Depreciation

394,071
283,093
169,875

34,113

424,283
63,750
46,226
55,779

9,744

393,149

125,657

114,013

172,516

393,875

1,980
1,423

854
2,252

3,134
320
341
412

72

5,984

1,912

1,735

2,626

5,995

47,626
113,121
77,401
8,433
10,176
1,778
100,415
32,094
29,120
44,062
100,600

The aforementioned functional Fire Service and Customer Service costs were then discarded from the

remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs
that are explicitly incurred for retail-only or wholesale-only service. Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from HAWC'’s customer demand characteristics and water production facilities. A summary

of this process is presented in Table 3.

Table 3: Test Year Costs by Cost Component

Source of Supply

Pumping Expenses

Water Treatment Expenses
Transmission and Distribution Expense
Customer Accounts Expense
Administrative and General Expenses
MSDC Charges

Additional Support

Chloramine Conversion (for 20 stations’

Shannon Road Booster Station
Rate of Return

Taxes Other Than Income
Income Taxes

CIAC

Depreciation

$

10,226
127,392

21,668
132,565

20,802
25,101
4,385
216,442
69,179
62,768
94,976
216,841

12,499
155,701

12,445

150,340
25,424
30,679

5,359

156,206
49,926
45,300
68,544

156,495

$ 371,346

$

169,875

141,378
63,750

20,501
6,553
5,945
8,996

20,539

COST OF SERVICE STUDY REPORT 3
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Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for HAWC'’s calculated non-operating expenses
such as its depreciation and rate of return.

The following table (Table 4) presents the final rate calculation that HAWC could assess the Town of Plaistow.

Table 4: Calculation of Wholesale Rate (per Ccf)

Cost of Service
Operating Expenses $ 201,917
Rate of Return 141,372
Depreciation 52,380
Other Non-Operating 85,516
Total: Cost of Service $ 481,185
Estimated Flow (Ccf) 121,992
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APPENDIX A:
FULL COST OF SERVICE
ALLOCATIONS



Functional Functional C ies

Operations and Maintenance Expense Category General Fire Customer
Source of Supply Water Service Service
Operations
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Operation Labor and Expenses 4,832 General Water 99.5% 0.5% 0.0%
Purchased Water 373,213 General Water 99.5% 0.5% 0.0%
Miscellaneous Expenses 23 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering $ 1,677 General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements 4,647 General Water 99.5% 0.5% 0.0%
Maintenance of Collecting and Impounding Reservoirs - General Water 99.5% 0.5% 0.0%
Maintenance of Lake, River, and Other Intakes - General Water 99.5% 0.5% 0.0%
Maintenance of Wells and Springs 11,660 General Water 99.5% 0.5% 0.0%
Maintenance of Infiltration Galleries and Tunnels - General Water 99.5% 0.5% 0.0%
Maintenance of Supply Mains - General Water 99.5% 0.5% 0.0%
Maintenance of Miscellaneous Water Source Plant - General Water 99.5% 0.5% 0.0%
Subtotal: Source of Supply $ 396,052 $ 394,071 $ 1,980 $ -

Pumping Expenses

Operations
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Fuel for Power Production - General Water 99.5% 0.5% 0.0%
Power Production Labor and Expenses - General Water 99.5% 0.5% 0.0%
Fuel or Power Purchased for Pumping 177,913 General Water 99.5% 0.5% 0.0%
Pumping Labor and Expenses 23,050 General Water 99.5% 0.5% 0.0%
Expenses Transferred-Credit - General Water 99.5% 0.5% 0.0%
Miscellaneous Expenses 16,254 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements 31,112 General Water 99.5% 0.5% 0.0%
Maintenance of Power Production Equipment - General Water 99.5% 0.5% 0.0%
Maintenance of Pumping Equipment 36,187 General Water 99.5% 0.5% 0.0%
Subtotal: Pumping Expenses $ 284,516 $ 283,093 $ 1,423 ¢ -
Water Treatment Expenses
Operations
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Chemicals 10,961 General Water 99.5% 0.5% 0.0%
Operation Labor and Expenses 149,034 General Water 99.5% 0.5% 0.0%
Miscellaneous Expenses - General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Operation Supervision and Engineering $ - General Water 99.5% 0.5% 0.0%
Maintenance of Structures and Improvements - General Water 99.5% 0.5% 0.0%
Maintenance of Water Treatment Equipment 10,734 General Water 99.5% 0.5% 0.0%
Subtotal: Water Treatment Expenses $ 170,729 $ 169,875 $ 854 $ -
Transmission and Distribution Expense
Operations
Operation Supervision and Engineering $ - T&D Supervision 40.6% 2.7% 56.7%
Storage Facilities Expenses - General Water 99.5% 0.5% 0.0%
Transmission and Distribution Lines Expenses 13,300 General Water 99.5% 0.5% 0.0%
Meter Expenses 16,564 Customer Service 0.0% 0.0% 100.0%
Customer Installations Expenses 1,228 Customer Service 0.0% 0.0% 100.0%
Miscellaneous Expenses 2,138 General Water 99.5% 0.5% 0.0%
Rents - General Water 99.5% 0.5% 0.0%
Maintenance
Maintenance Supervision and Engineering $ - T&D Supervision 40.6% 2.7% 56.7%
Maintenance of Structures and Improvements - General Water 99.5% 0.5% 0.0%
Maintenance of Distribution Reservoirs and Standpipes 7,026 Storage 100.0% 0.0% 0.0%
Maintenance of Transmission and Distribution Mains 11,774 General Water 99.5% 0.5% 0.0%
Maintenance of Fire Mains - Hydrants 0.5% 99.5% 0.0%
Maintenance of Services 23,035 Customer Service 0.0% 0.0% 100.0%
Maintenance of Meters 6,799 Customer Service 0.0% 0.0% 100.0%
Maintenance of Hydrants 2,127 Hydrants 0.5% 99.5% 0.0%
Maintenance of Miscallenous Equipment - T&D Supervision 40.6% 2.7% 56.7%
Subtotal: Transmission and Distribution Expense $ 83,991 $ 34,113 $ 2,252 $ 47,626
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Customer Accounts Expense

Operations
Supervision $ - Customer Service 0.0% 0.0% 100.0%
Meter Reading Expenses 12,787 Customer Service 0.0% 0.0% 100.0%
Customer Records and Collection Expenses 100,334 Customer Service 0.0% 0.0% 100.0%
Uncollectible Accounts - Customer Service 0.0% 0.0% 100.0%
Miscellaneous Customer Accounts Expenses - Customer Service 0.0% 0.0% 100.0%
Subtotal: Customer Accounts Expense $ 113,121 $ - $ - $ 113,121
Sales Expenses
Operations
Sales Expenses - General Water | 99.5% [ 0.5% [ 0.0% |
Subtotal: Sales Expenses $ - $ - % - % -
Administrative and General Expenses
Operations
Administrative and General Salaries $ 16,542 Total O&M 84.0% 0.6% 15.3%
Office Supplies and Other Expenses 46,764 Total O&M 84.0% 0.6% 15.3%
Administrative Expenses Transferred-Cr. - Total O&M 84.0% 0.6% 15.3%
Outside Services Employed 259,165 Total O&M 84.0% 0.6% 15.3%
Property Insurance - Total O&M 84.0% 0.6% 15.3%
Injuries and Damages 35,731 Total O&M 84.0% 0.6% 15.3%
Employee Pension and Benefits 85,838 Total O&M 84.0% 0.6% 15.3%
Franchise Requirements 5,520 Total O&M 84.0% 0.6% 15.3%
Regulatory Commission Expenses 6,408 Total O&M 84.0% 0.6% 15.3%
Duplicate Charges Cr. - Total O&M 84.0% 0.6% 15.3%
Miscellaneous Expenses 31,950 Total O&M 84.0% 0.6% 15.3%
General Rents 16,900 Total O&M 84.0% 0.6% 15.3%
Maintenance
Maintenance of General Plant _ Total O&M | | 84.0% [ 0.6% [ 15.3% |
Subtotal: Administrative and General Expenses $ 504,818 $ 424,283 % 3,134 ¢ 77,401
MSDC Charges
Annual Expense [s 64,070 | | General Water | | 99.5% [ 0.5% [ 0.0% |
Subtotal: MSDC Charges 64,070 $ 63,750 $ 320 $ -
Additional Support
FTE to support new water flows and chloramination | $ 55,000 | | Total O&M | | 84.0% [ 0.6% [ 15.3% |
Subtotal: Additional Support 55,000 $ 46,226 $ 341 ¢ 8,433
Chloramine Conversion (for 20 stations)
Chloramine Pump Package System $ 14,000 Total O&M 84.0% 0.6% 15.3%
Ammonia Analyzer 15,200 Total O&M 84.0% 0.6% 15.3%
Chlorine cost 5,990 Total O&M 84.0% 0.6% 15.3%
Ammonia cost 10,837 Total O&M 84.0% 0.6% 15.3%
Pump House Updates 20,000 Total O&M 84.0% 0.6% 15.3%
Electricity for chemical system only 340 Total O&M 84.0% 0.6% 15.3%
Subtotal: Chloramine Conversion (for 20 stations) $ 66,367 $ 55779 $ 412 ¢ 10,176
Shannon Road Booster Station
Pumps $ 3,500 Total O&M 84.0% 0.6% 15.3%
Mag-meter 833 Total O&M 84.0% 0.6% 15.3%
SCADA Monitoring & Equipment 1,500 Total O&M 84.0% 0.6% 15.3%
Electricity 5,760 Total O&M 84.0% 0.6% 15.3%
Subtotal: Shannon Road Booster Station $ 11,593 $ 9,744 % 72 ¢ 1,778
Contingency
[s -1 0 Total O&M | | 84.0% [ 0.6% [ 15.3% |
Subtotal: Contingency $ - $ - % - % -
Total: Operating & Maintenance Expenses $ 1,750,257 $ 1,480,934 $ 10,789 $ 258,534
$ 12.87
Plant in Service
Intangible Plan
Intangible Plant - Franchise $ 36,583 | Plant Investment | 78.7% [ 1.2% [ 20.1% |
Subtotal: Intangible Plan $ 36,583 $ 28,791 $ 438 $ 7,354
Source of Supply and Pumping
Land and Land Rights $ 76,185 General Water 99.5% 0.5% 0.0%
Stuctures & Improvements 1,276,644 General Water 99.5% 0.5% 0.0%
Wells & Springs 921,763 General Water 99.5% 0.5% 0.0%
Supply Mains 106,525 General Water 99.5% 0.5% 0.0%
Pumping Equipment 1,656,980 General Water 99.5% 0.5% 0.0%
Subtotal: Source of Supply and Pumping $ 4,038,098 $ 4,017,907 $ 20,190 $ -
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Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

Transmission & Distribution
Distribution Reservoirs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Plant in Service

Depreciation
Intangible Plan
Intangible Plant - Franchise

Subtotal: Intangible Plan

Source of Supply and Pumping
Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

Transmission & Distribution
Distribution Reservoirs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Depreciation

Taxes

Taxes Other Than Income
Utility Property Tax
Real Estate

Subtotal: Taxes Other Than Income

Income Taxes
Business Enterprise Tax

Subtotal: Income Taxes

Total: Taxes

Amortization
CIAC
Other

Total: Amortization

Return
Estimate

Total: Return

$ 735,971 General Water | 99.5% [ 0.5% [ 0.0% |
$ 735,971 $ 732,291 $ 3,680 $ -
$ 2,795,608 Storage 100.0% 0.0% 0.0%
6,240,925 General Water 99.5% 0.5% 0.0%
2,250,484 Customer Service 0.0% 0.0% 100.0%
1,340,115 Customer Service 0.0% 0.0% 100.0%
158,156 Hydrants 0.5% 99.5% 0.0%
303,311 General Water 99.5% 0.5% 0.0%
$ 13,088,598 $ 9,307,914 $ 190,087 $ 3,590,598
$ 1,420 Plant Investment 78.7% 1.2% 20.1%
153,990 Plant Investment 78.7% 1.2% 20.1%
3,975 Plant Investment 78.7% 1.2% 20.1%
97,088 Plant Investment 78.7% 1.2% 20.1%
$ 256,473 $ 201,847 $ 3,072 $ 51,554
$ 18,155,723 $ 14,288,750 $ 217,467 $ 3,649,506
$ 915 Depreciation | 72.4% [ 0.9% [ 26.7% |
$ 915 $ 662 $ 9 3 244
$ 1,905 General Water 99.5% 0.5% 0.0%
31,074 General Water 99.5% 0.5% 0.0%
29,303 General Water 99.5% 0.5% 0.0%
1,530 General Water 99.5% 0.5% 0.0%
64,129 General Water 99.5% 0.5% 0.0%
$ 127,941 $ 127,301 $ 640 $ -
$ 31,316 General Water | | 99.5% [ 0.5% [ 0.0% |
$ 31,316 $ 31,159 $ 157 $ -
$ 36,760 Storage 100.0% 0.0% 0.0%
129,952 General Water 99.5% 0.5% 0.0%
51,959 Customer Service 0.0% 0.0% 100.0%
76,485 Customer Service 0.0% 0.0% 100.0%
3,019 Hydrants 0.5% 99.5% 0.0%
24,428 General Water 99.5% 0.5% 0.0%
$ 322,604 $ 190,384 $ 3,776 $ 128,444
$ - Depreciation 72.4% 0.9% 26.7%
12,731 Depreciation 72.4% 0.9% 26.7%
205 Depreciation 72.4% 0.9% 26.7%
4,759 Depreciation 72.4% 0.9% 26.7%
$ 17,695 $ 12,810 $ 168 $ 4,717
$ 500,470 $ 362,317 $ 4,748 $ 133,405
$ 30,274 Plant Investment | 78.7% [ 1.2% [ 20.1% |
129,390 Plant Investment | | 78.7% [ 1.2% [ 20.1% |
$ 159,664 $ 125,657 $ 1912 $ 32,094
$ 144,869 General Water | 99.5% [ 0.5% [ 0.0% |
$ 144,869 $ 144,144 ¢ 724 % -
$ 304,533 $ 269,802 $ 2,637 $ 32,094
$ 216,489 Plant Investment | 78.7% [ 1.2% [ 20.1% |
2,715 Plant Investment | | 78.7% [ 1.2% [ 20.1% |
$ 219,204 $ 172,516 $ 2,626 $ 44,062
$ 499,547 Plant Investment | 78.7% [ 1.2% [ 20.1% |
499,547 $ 393,149 $ 5984 $ 100,415
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O&M Expenses
Source of Supply
Operations
Operation Supervision and Engineering
Operation Labor and Expenses
Purchased Water
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Collecting and Impounding Reservoirs
Maintenance of Lake, River, and Other Intakes
Maintenance of Wells and Springs
Maintenance of Infiltration Galleries and Tunnels
Maintenance of Supply Mains
Maintenance of Miscellaneous Water Source Plant

Subtotal: Source of Supply

Pumping Expenses
Operations

Operation Supervision and Engineering
Fuel for Power Production
Power Production Labor and Expenses
Fuel or Power Purchased for Pumping
Pumping Labor and Expenses
Expenses Transferred-Credit
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Power Production Equipment
Maintenance of Pumping Equipment

Subtotal: Pumping Expenses

Water Treatment Expenses
Operations
Operation Supervision and Engineering
Chemicals
Operation Labor and Expenses
Miscellaneous Expenses
Rents

Maintenance
Operation Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Water Treatment Equipment

Subtotal: Water Treatment Expenses

Transmission and Distribution Expense
Operations
Operation Supervision and Engineering
Storage Facilities Expenses
Transmission and Distribution Lines Expenses
Meter Expenses
Customer Installations Expenses
Miscellaneous Expenses
Rents

Maintenance
Maintenance Supervision and Engineering
Maintenance of Structures and Improvements
Maintenance of Distribution Reservoirs and Standpipes
Maintenance of Transmission and Distribution Mains
Maintenance of Fire Mains
Maintenance of Services
Maintenance of Meters
Maintenance of Hydrants
Maintenance of Miscallenous Equipment

Subtotal: Transmission and Distribution Expense

Customer Accounts Expense
Operations
Supervision
Meter Reading Expenses
Customer Records and Collection Expenses
Uncollectible Accounts
Miscellaneous Customer Accounts Expenses

Subtotal: Customer Accounts Expense

Sales Expenses
Operations
Sales Expenses

Subtotal: Sales Expenses

Water Cost Drivers

Extra Wholesale Retail
Base Capacity Only Only

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

4,808 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
371,346 Purchased Water 0.00% 0.00% 100.00% 0.00%
23 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
1,669 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
4,624 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

11,602 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

394,071 10,226 $ 12,499 371,346 $ -

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
177,023 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
22,935 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
16,173 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

30,956 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
36,006 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
283,093 127,392 $ 155,701 - $ -
- Treatment 0.00% 0.00% 0.00% 100.00%
10,906 Treatment 0.00% 0.00% 0.00% 100.00%
148,289 Treatment 0.00% 0.00% 0.00% 100.00%

- Treatment 0.00% 0.00% 0.00% 100.00%

- Treatment 0.00% 0.00% 0.00% 100.00%

- Treatment 0.00% 0.00% 0.00% 100.00%

- Treatment 0.00% 0.00% 0.00% 100.00%

10,680 Treatment 0.00% 0.00% 0.00% 100.00%
169,875 -3 - - % 169,875
- T&D Mains 63.52% 36.48% 0.00% 0.00%
- T&D Mains 63.52% 36.48% 0.00% 0.00%
13,234 T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%
2,127 T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%
7,026 T&D Mains 63.52% 36.48% 0.00% 0.00%

11,715 T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%

11 T&D Mains 63.52% 36.48% 0.00% 0.00%

- T&D Mains 63.52% 36.48% 0.00% 0.00%
34,113 21,668 $ 12,445 -3 -
- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%

- - $ - - $ -

- Production & Pumping Costs [ 45.00% [ 55.00% [ 0.00% 0.00% |

- - $ - - $ -
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Administrative and General Expenses
Operations

Administrative and General Salaries
Office Supplies and Other Expenses
Administrative Expenses Transferred-Cr.
Outside Services Employed
Property Insurance
Injuries and Damages
Employee Pension and Benefits
Franchise Requirements
Regulatory Commission Expenses
Duplicate Charges Cr.
Miscellaneous Expenses
General Rents

Maintenance
Maintenance of General Plant
Subtotal: A and General

MSDC Charges
Annual Expense

Subtotal: MSDC Charges

Additional Support

FTE to support new water flows and chloramination

Subtotal: Additional Support

Chloramine Conversion (for 20 stations)
Chloramine Pump Package System
Ammonia Analyzer
Chlorine cost
Ammonia cost
Pump House Updates
Electricity for chemical system only

Subtotal: Chloramine Conversion (for 20 stations)

Shannon Road Booster Station
Pumps
Mag-meter
SCADA Monitoring & Equipment
Electricity

Subtotal: Shannon Road Booster Station

Contingency

Subtotal: Contingency

Total: Operating & Maintenance Expenses
Check

Plant in Service
Intangible Plan
Intangible Plant - Franchise

Subtotal: Intangible Plan

Source of Supply and Pumping
Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

Transmission & Distribution
Distribution Reservoirs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Plant in Service

$ 13,903 Total O8M 31.24% 35.43% 0.00% 33.32%
39,304 Total O8M 31.24% 35.43% 0.00% 33.32%
- Total O8M 31.24% 35.43% 0.00% 33.32%
217,820 Total O8M 31.24% 35.43% 0.00% 33.32%
- Total O8M 31.24% 35.43% 0.00% 33.32%
30,031 Total O8M 31.24% 35.43% 0.00% 33.32%
72,144 Total O8M 31.24% 35.43% 0.00% 33.32%
4,639 Total O8M 31.24% 35.43% 0.00% 33.32%
5,386 Total O8M 31.24% 35.43% 0.00% 33.32%
- Total O8M 31.24% 35.43% 0.00% 33.32%
26,853 Total O&M 31.24% 35.43% 0.00% 33.32%
14,204 Total O8M 31.24% 35.43% 0.00% 33.32%
$ - Total 0&M | [ 31.24% [ 35.43% | 0.00% | 33.32% |
$ 424,283 $ 132,565 $ 150,340 § 141,378
$ 63,750 | Treatment | [ 0.00% [ 0.00% [ 0.00% [ 100.00% |
$ 63,750 $ - % - % 63,750
$ 46,226 Production & Pumping Costs [ 45.00% [ 55.00% [ 0.00% [ 0.00% |
$ 46,226 $ 20,802 $ 25424 $ -
$ 11,767 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
12,775 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
5,034 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
9,108 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
16,809 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
286 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
$ 55,779 $ 25101 $ 30679 $ -
$ 2,942 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
700 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
1,261 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
4,841 Production & Pumping Costs 45.00% 55.00% 0.00% 0.00%
$ 9,744 $ 4385 § 535 § -
$ - Production & Pumping Costs [ 45.00% [ 55.00% [ 0.00% [ 0.00% |
$ - $ - % - % -
$ 1,480,934 $ 342,138 $ 392,447 $ 371,346 $ 375,003
$ -
$ 28,791 | Plant Investment | [ 55.1% [ 39.7% [ 0.0% [ 5.2% |
$ 28,791 $ 15,851 ¢ 11,439 ¢ 1,501
$ 75,804 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,270,261 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
917,154 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
105,993 T&D Mains 63.5% 36.5% 0.0% 0.0%
1,648,695 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 4,017,907 $ 1,827,687 $ 2,190,220 $ -
$ 732,291 | Treatment | [ 0.0% [ 0.0% [ 0.0% [ 100.0% |
$ 732,291 $ ) -8 732,291
$ 2,795,608 T&D Mains 63.5% 36.5% 0.0% 0.0%
6,209,720 T&D Mains 63.5% 36.5% 0.0% 0.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
791 Treatment 0.0% 0.0% 0.0% 100.0%
301,794 T&D Mains 63.5% 36.5% 0.0% 0.0%
$ 9,307,914 $ 5911,773 $ 3,395,350 $ 791
$ 1,118 Plant Investment 55.1% 39.7% 0.0% 5.2%
121,192 Plant Investment 55.1% 39.7% 0.0% 5.2%
3,128 Plant Investment 55.1% 39.7% 0.0% 5.2%
76,409 Plant Investment 55.1% 39.7% 0.0% 5.2%
$ 201,847 $ 111,123 § 80,198 $ 10,526
$ 14,288,750 $ 7866434 $ 5677,208 $ 745,109
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Depreciation
Intangible Plan
Intangible Plant - Franchise

Subtotal: Intangible Plan

Source of Supply and Pumping
Land and Land Rights
Stuctures & Improvements
Wells & Springs
Supply Mains
Pumping Equipment

Subtotal: Source of Supply and Pumping

Water Treatment
Water Treatment Equipment

Subtotal: Water Treatment

Transmission & Distribution
Distribution Reservoirs & Standpipes
T&D Mains
Services
Meters and Meter Installations
Hydrants
Other

Subtotal: Transmission & Distribution

General Plant
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment
Computer Equipment

Subtotal: General Plant

Total: Depreciation

Taxes

Taxes Other Than Income
Utility Property Tax
Real Estate

Subtotal: Taxes Other Than Income

Income Taxes
Business Enterprise Tax

Subtotal: Income Taxes

Total: Taxes

Amortization
CIAC
Other

Total: Amortization

Return
Estimate

Total: Return

662 Depreciation ][ 51.1% | 40.0% | 0.0% [ 8.9% |
662 $ 338§ 265 $ -8 59
1,895 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
30,919 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
29,156 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,523 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
63,809 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
127,301 $ 57,285 $ 70,016 $ - $ -
31,159 Treatment | [ 0.0% [ 0.0% [ 0.0% [ 100.0% |
31,159 $ -3 - % - % 31,159
36,760 T&D Mains 63.5% 36.5% 0.0% 0.0%
129,303 T&D Mains 63.5% 36.5% 0.0% 0.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
- Treatment 0.0% 0.0% 0.0% 100.0%
15 Treatment 0.0% 0.0% 0.0% 100.0%
24,306 T&D Mains 63.5% 36.5% 0.0% 0.0%
190,384 $ 120,920 $ 69,449 $ - % 15
- Depreciation 51.1% 40.0% 0.0% 8.9%
9,217 Depreciation 51.1% 40.0% 0.0% 8.9%
148 Depreciation 51.1% 40.0% 0.0% 8.9%
3,445 Depreciation 51.1% 40.0% 0.0% 8.9%
12,810 $ 6,544 § 5122 § -8 1,145
362,317 $ 185,088 $ 144,851 $ - % 32,378
23,826 Plant Investment | [ 55.1% [ 39.7% | 0.0% | 5.2% |
101,831 Plant Investment | [ 55.1% [ 39.7% [ 0.0% [ 5.2% |
125,657 $ 69,179 $ 49,926 $ - % 6,553
144,144 Total O&M | [ 31.2% [ 35.4% [ 0.0% [ 33.3% |
144,144 $ 45,037 $ 51,076 $ - % 48,031
269,802 $ 114,216 $ 101,002 $ - % 54,584
170,379 Depreciation | [ 51.1% [ 40.0% | 0.0% | 8.9% |
2,137 Depreciation | [ 51.1% [ 40.0% [ 0.0% [ 8.9% |
172,516 $ 88,129 $ 68,970 $ - % 15,417
393,149 Plant Investment | [ 55.1% [ 39.7% [ 0.0% [ 5.2% |
$ 393,149 $ 216,442 $ 156,206 $ - % 20,501
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June 27, 2019

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Town of Salem
Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Cost of Service Report to Weston &
Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWT).

The major objectives of the study include the following:

e Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;

e Utilizing said methodology and model, the following scenarios were to be analyzed:

e Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for the Town of Salem. We expect this initial report will result in further discussions with all
stakeholders and that some modifications may be necessary to finalize a set of methodologies and rates that all
agree to. It has been a pleasure working with you, and we look forward to continuing our work with you to
finalize this important project for the region.

Sincerely,
Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE COST OF SERVICE STUDY REPORT
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1.1.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWTI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWC), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0OBJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHR WI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Town of Salem’s portion of the SNHRWI.

The charges to be calculated through this study include the following:
e Develop a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town of
Windham (Windham) for providing wholesale water wheeling services;
e Develop a cost justified volumetric rate that Salem can assess the Hampstead Area Water Company
(HAWC) for providing wholesale water wheeling services.

1.2. Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWTI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

e A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

e A rate of return applied to the utility’s investment in these assets; and

e A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWT operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Derry, of approximately 300,000 gallons
per day, will be assessed at a rate of $2.55 per one hundred cubic feet (Ccf). Table 1 presents the test year full
cost components for Salem. These cost components will be utilized later in this report to demonstrate the
functionalization, allocation, and distribution required to provide wheeling services only.

COST OF SERVICE STUDY REPORT 1
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Table 1: Test Year Costs

Operational $ 1,060,852
Buildings 58,371
Capital Projects 586,669
Administrative and General Expenses 1,377,480
MSDC Charges 76,885
Additional Support 57,500
Metering Building @ Derry Town Line 22,716
Metering Pit on Route 111 for Salem to PEU 2,333
Metering Building at Salem Town Line 4,103
Rate of Return 716,143
Depreciation 25,590

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with Town Staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories.

Table 2: Test Year Costs by General Function

Operational $ 1,000,494 $ 27,102 $ 33,256
Buildings 58,079 292 -
Capital Projects 583,736 2,933 -
Administrative and General Expenses 1,326,138 24,489 26,853
MSDC Charges 76,500 384 -
Additional Support 57,213 288 =
Metering Building @ Derry Town Line 22,602 114 -
Metering Pit on Route 111 for Salem to PEU 2,322 12 -
Metering Building at Salem Town Line 4,083 21 =

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs
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that are explicitly incurred for retail-only or wholesale-only service. Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from the Town’s customer demand characteristics and water production facilities. A
summary of this process is presented in Table 3.

Table 3: Test Year Costs by Cost Component

Operational $ 267,724 $ 89,064 $ 371,429 $ 272,277
Buildings 19,360 z = 38,719
Capital Projects 262,681 321,055 - -
Administrative and General Expenses 759,533 566,604 - -
MSDC Charges = = = 76,500
Additional Support 25,746 31,467 - -
Metering Building @ Derry Town Line 10,171 12,431 = =
Metering Pit on Route 111 1,045 1,277 = =
Metering Building at Salem Town Line 1,837 2,246 = =

Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for Salem’s calculated depreciation and rate of
return.

Finally, since Salem will be providing wholesale wheeling services to both HAWC and Windham, a
determination must be made on whether the calculated wholesale rates should be different, or if both entities
should be assessed the same wholesale rate, making the assumption that all customers classified as wholesale
would fit into the same class. In the case of the dynamics of how Salem’s system will be utilized by Windham
and HAWC, it was determined that Windham will utilize much less of Salem’s core system. Due to this, many
of Salem’s core system assets and costs were excluded from the calculation of Windham’s rate for wheeling
service.

The following table (Table 4) presents the final rate calculations for HAWC and Windham.

Table 4: Calculation of Wholesale Rate (per Ccf)

Cost of Service
Operating Expenses $ 332,960 $ 225,062
Rate of Return 36,948 29,558
Depreciation 2,393 1,915
Total: Cost of Service $ 372,301 $ 256,535
Estimated Flow (Ccf) 121,992 97,594
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APPENDIX A:
FULL COST OF SERVICE
ALLOCATIONS



Functional Categories

Functional General Fire Customer
Operations and Maintenance Expense Category Water Service Service
Operational
Small Tools & Equipment $ 10,829 General Water 99.5% 0.5% 0.0%
Gas & Oil 21,714 General Water 99.5% 0.5% 0.0%
Gravel/Sand 12,084 General Water 99.5% 0.5% 0.0%
Resurfacing 26,559 General Water 99.5% 0.5% 0.0%
Chemicals 62,016 General Water 99.5% 0.5% 0.0%
Tubing and Parts 33,256 Customer Service 0.0% 0.0% 100.0%
Safety 1,132 General Water 99.5% 0.5% 0.0%
Contracted Services 132,116 General Water 99.5% 0.5% 0.0%
Water Samples/Lab Services 51,858 General Water 99.5% 0.5% 0.0%
Purchase of Water 373,295 General Water 99.5% 0.5% 0.0%
Meters/Replacement - Customer Service 0.0% 0.0% 100.0%
Hydrants 22,186 Hydrants 0.5% 99.5% 0.0%
Pipe Replacement 16,478 General Water 99.5% 0.5% 0.0%
Electricity 174,405 General Water 99.5% 0.5% 0.0%
Other Utilities 122,189 General Water 99.5% 0.5% 0.0%
Equipment - General Water 99.5% 0.5% 0.0%
Water Department Equipment 735 General Water 99.5% 0.5% 0.0%
Subtotal: Operational $ 1,060,852 $ 1,000,494 $ 27,102 $ 33,256
Buildings
Cleaning Services $ 4,080 General Water 99.5% 0.5% 0.0%
Building Maintenance 30,654 General Water 99.5% 0.5% 0.0%
Heat 23,637 General Water 99.5% 0.5% 0.0%
Subtotal: Buildings $ 58,371 $ 58,079 $ 292 % -
Capital Projects
Engineering Services $ 16,854 General Water 99.5% 0.5% 0.0%
Building Improvements 51,595 General Water 99.5% 0.5% 0.0%
Water - Vehicles 51,595 General Water 99.5% 0.5% 0.0%
Improvements 60,624 General Water 99.5% 0.5% 0.0%
DBA Projects 406,000 General Water 99.5% 0.5% 0.0%
Subtotal: Capital Projects $ 586,669 $ 583,736 $ 2933 $ -
Special Articles
Engineering Services $ - General Water | [ 99.5% [ 0.5% [ 0.0%
Water Improvements - General Water | 99.5% [ 0.5% [ 0.0%
Subtotal: Special Articles $ - $ - $ - % -
Administrative and General Expenses
Regular Pay $ 494,653 Total O&M 96.3% 1.8% 1.9%
Temporary Pay 51,054 Total O&M 96.3% 1.8% 1.9%
Overtime Pay 76,276 Total O&M 96.3% 1.8% 1.9%
Employee Retirement Benefits 947 Total O&M 96.3% 1.8% 1.9%
Stand-By Pay 7,110 Total O&M 96.3% 1.8% 1.9%
Retirement 71,852 Total O&M 96.3% 1.8% 1.9%
Disability Insurance 4,556 Total O&M 96.3% 1.8% 1.9%
Workers' Compensation 23,316 Total O&M 96.3% 1.8% 1.9%
FICA-Social Security 46,243 Total O&M 96.3% 1.8% 1.9%
Health Insurance 208,048 Total O&M 96.3% 1.8% 1.9%
Unemployment Compensation 681 Total O&M 96.3% 1.8% 1.9%
Life Insurance 1,931 Total O&M 96.3% 1.8% 1.9%
Dental Insurance 7,384 Total O&M 96.3% 1.8% 1.9%
Clothing Allowance 6,268 Total O&M 96.3% 1.8% 1.9%
Office Supplies 537 Total O&M 96.3% 1.8% 1.9%
Legal Services 10,616 Total O&M 96.3% 1.8% 1.9%
Audit 2,602 Total O&M 96.3% 1.8% 1.9%
Membership & Publications 1,430 Total O&M 96.3% 1.8% 1.9%
Printing and Binding 5,485 Total O&M 96.3% 1.8% 1.9%
Medical Exams/Hiring Expenses 344 Total O&M 96.3% 1.8% 1.9%
Food 4,110 Total O&M 96.3% 1.8% 1.9%
Equipment Rental 26,034 Total O&M 96.3% 1.8% 1.9%
Telephone 30,392 Total O&M 96.3% 1.8% 1.9%
Postage 26,802 Total O&M 96.3% 1.8% 1.9%
Meetings and Training 4,840 Total O&M 96.3% 1.8% 1.9%
Radio Maintenance 90 Total O&M 96.3% 1.8% 1.9%
Vehicle Maintenance 13,987 Total O&M 96.3% 1.8% 1.9%
General Liability 18,903 Total O&M 96.3% 1.8% 1.9%
Fleet Insurance 5,034 Total O&M 96.3% 1.8% 1.9%
Administrative Service Charge 210,477 Total O&M 96.3% 1.8% 1.9%
Property Insurance 14,723 Total O&M 96.3% 1.8% 1.9%
Recording Fees 340 Total O&M 96.3% 1.8% 1.9%
Office Furniture & Equipment 416 Total O&M 96.3% 1.8% 1.9%
Subtotal: Administrative and General Expenses $ 1,377,480 $ 1,326,138 $ 24489 $ 26,853
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MSDC Charges

Annual Expense [s 76,885 | | General Water | | 99.5% [ 0.5% [ 0.0%

Subtotal: MSDC Charges $ 76,885 $ 76,500 $ 384 $ -

Additional Support

FTE for support of new water flows [s 30,000 | | General Water | | 99.5% | 0.5% [ 0.0%

FTE for additional admin support [ 27,500 | | General Water | | 99.5% [ 0.5% [ 0.0%
Subtotal: Additional Support $ 57,500 $ 57,213 % 288 $ -
Metering Building @ Derry Town Line

PRV $ 1,600 General Water 99.5% 0.5% 0.0%

Chemical Bulk Tank 3,000 General Water 99.5% 0.5% 0.0%

Chem Metering Pump (NaOH) 200 General Water 99.5% 0.5% 0.0%

Chemicals (NaOH) 4,058 General Water 99.5% 0.5% 0.0%

Chloramine Pump Package System 1,500 General Water 99.5% 0.5% 0.0%

Ammonia Analyzer 760 General Water 99.5% 0.5% 0.0%

Chemicals (Chlorine) 3,225 General Water 99.5% 0.5% 0.0%

Chemicals (Ammonia) 5,835 General Water 99.5% 0.5% 0.0%

Mag-meter 833 General Water 99.5% 0.5% 0.0%

SCADA Monitoring & Equipment 1,500 General Water 99.5% 0.5% 0.0%

Electricity 204 General Water 99.5% 0.5% 0.0%
Subtotal: Metering Building @ Derry Town Line $ 22,716 $ 22,602 $ 114 ¢ -

Metering Pit on Route 111 for Salem to PEU

Mag Meter [ 833 | | General Water | | 99.5% [ 0.5% [ 0.0%
SCADA Monitoring & Equipment [ 1,500 | | General Water | | 99.5% [ 0.5% [ 0.0%
Subtotal: Metering Pit on Route 111 for Salem to PEU $ 2,333 $ 2,322 $ 12 ¢ -
Metering Building at Salem Town Line
PRV $ 1,600 General Water 99.5% 0.5% 0.0%
Mag Meter 833 General Water 99.5% 0.5% 0.0%
SCADA Monitoring 1,500 General Water 99.5% 0.5% 0.0%
Electricity 170 General Water 99.5% 0.5% 0.0%
Subtotal: Metering Building at Salem Town Line $ 4,103 $ 4,083 $ 21 % -
Contingency [s -] General Water | | 99.5% [ 0.5% [ 0.0%
Subtotal: Contingency $ - $ -3 - $ -
Total: Operating & Maintenance Expenses $ 3,170,024 $ 3,054,666 $ 55,249 $ 60,109
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O&M Expenses
Operational

Small Tools & Equipment
Gas & Oil
Gravel/Sand
Resurfacing
Chemicals
Tubing and Parts
Safety
Contracted Services
Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants
Pipe Replacement
Electricity
Other Utilities
Equipment
Water Department Equipment

Subtotal: Operational

Buildings
Cleaning Services
Building Maintenance
Heat

Subtotal: Buildings

Capital Projects
Engineering Services
Building Improvements
Water - Vehicles
Improvements
DBA Projects

Subtotal: Capital Projects

Special Articles
Engineering Services
Water Improvements

Subtotal: Special Articles

Administrative and General Expenses
Reqular Pay
Temporary Pay
Overtime Pay
Employee Retirement Benefits
Stand-By Pay
Retirement
Disability Insurance
Workers' Compensation
FICA-Social Security
Health Insurance
Unemployment Compensation
Life Insurance
Dental Insurance
Clothing Allowance
Office Supplies
Legal Services
Audit
Membership & Publications
Printing and Binding
Medical Exams/Hiring Expenses
Food
Equipment Rental
Telephone
Postage
Meetings and Training
Radio Maintenance
Vehicle Maintenance
General Liability
Fleet Insurance
Administrative Service Charge
Property Insurance
Recording Fees
Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Water Cost Drivers

Base Extra Cap. Wholesale Retail
10,775 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
21,605 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
12,023 T&D Mains 62.3% 37.7% 0.0% 0.0%
26,426 T&D Mains 62.3% 37.7% 0.0% 0.0%
61,706 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,126 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
131,455 T&D Mains 62.3% 37.7% 0.0% 0.0%
51,598 Treatment 33.3% 0.0% 0.0% 66.7%
371,429 Purchased Water 0.0% 0.0% 100.0% 0.0%
- Treatment 33.3% 0.0% 0.0% 66.7%
111 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
16,395 T&D Mains 62.3% 37.7% 0.0% 0.0%
173,533 Treatment 33.3% 0.0% 0.0% 66.7%
121,578 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
731 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

1,000,494 $ 267,724 $ 89,064 $ 371,429 $ 272,277
4,059 Treatment 33.3% 0.0% 0.0% 66.7%
30,501 Treatment 33.3% 0.0% 0.0% 66.7%
23,519 Treatment 33.3% 0.0% 0.0% 66.7%

58,079 $ 19,360 $ -3 - % 38,719
16,770 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pum| Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
60,321 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
403,970 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

583,736 $ 262,681 $ 321,055 $ - $ -

- Production & Pumping Costs [ 45.0% [ 55.0% [ 0.0% 0.0% |
- [ 45.0% | 55.0% | 0.0% 0.0% |

- $ -3 -3 -3 -
476,216 Total O&M 57.3% 42.7% 0.0% 0.0%
49,151 Total O&M 57.3% 42.7% 0.0% 0.0%
73,433 Total O&M 57.3% 42.7% 0.0% 0.0%
912 Total O&M 57.3% 42.7% 0.0% 0.0%
6,845 Total O&M 57.3% 42.7% 0.0% 0.0%
69,174 Total O&M 57.3% 42.7% 0.0% 0.0%
4,387 Total O&M 57.3% 42.7% 0.0% 0.0%
22,447 Total 0&M 57.3% 42.7% 0.0% 0.0%
44,519 Total O&M 57.3% 42.7% 0.0% 0.0%
200,294 Total O&M 57.3% 42.7% 0.0% 0.0%
656 Total O&M 57.3% 42.7% 0.0% 0.0%
1,859 Total O&M 57.3% 42.7% 0.0% 0.0%
7,109 Total O&M 57.3% 42.7% 0.0% 0.0%
6,035 Total O&M 57.3% 42.7% 0.0% 0.0%
517 Total O&M 57.3% 42.7% 0.0% 0.0%
10,221 Total O&M 57.3% 42.7% 0.0% 0.0%
2,505 Total O&M 57.3% 42.7% 0.0% 0.0%
1,377 Total O&M 57.3% 42.7% 0.0% 0.0%
5,280 Total O&M 57.3% 42.7% 0.0% 0.0%
331 Total O&M 57.3% 42.7% 0.0% 0.0%
3,957 Total O&M 57.3% 42.7% 0.0% 0.0%
25,063 Total O&M 57.3% 42.7% 0.0% 0.0%
29,259 Total O&M 57.3% 42.7% 0.0% 0.0%
25,803 Total O&M 57.3% 42.7% 0.0% 0.0%
4,659 Total O&M 57.3% 42.7% 0.0% 0.0%

86 Total O&M 57.3% 42.7% 0.0% 0.0%
13,466 Total O&M 57.3% 42.7% 0.0% 0.0%
18,198 Total O&M 57.3% 42.7% 0.0% 0.0%

4,847 Total O&M 57.3% 42.7% 0.0% 0.0%

202,632 Total O&M 57.3% 42.7% 0.0% 0.0%

14,174 Total O&M 57.3% 42.7% 0.0% 0.0%

327 Total O&M 57.3% 42.7% 0.0% 0.0%

401 Total O&M 57.3% 42.7% 0.0% 0.0%
1,326,138 $ 759,533 $ 566,604 $ -3 -
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MSDC Charges
Annual Exepense

Subtotal: MSDC Charges

Additional Support
FTE for support of new water flows
FTE for additional admin support

Subtotal: Additional Support

Metering Building @ Derry Town Line
PRV
Chemical Bulk Tank
Chem Metering Pump (NaOH)
Chemicals (NaOH)
Chloramine Pump Package System
Ammonia Analyzer
Chemicals (Chlorine)
Chemicals (Ammonia)
Mag-meter
SCADA Monitoring & Equipment
Electricity

Subtotal: Metering Building @ Derry Town Line

Metering Pit on Route 111 for Salem to PEU

Mag Meter
SCADA Monitoring & Equipment

Subtotal: Metering Pit on Route 111 for Salem to PEU

Metering Building at Salem Town Line
PRV
Mag Meter
SCADA Monitoring
Electricity

Subtotal: Metering Building at Salem Town Line

Contingency

Subtotal: Contingency

Total: Operating & Maintenance Expenses

76,500 | Retail Only ][ 0.0% | 0.0% | 0.0% 100.0% |
$ 76,500 $ - $ - $ $ 76,500
$ 29,850 | Production & Pumping Costs [ 45.0% | 55.0% | 0.0% 0.0% |
27,363 Production & Pumping Costs [ 45.0% | 55.0% | 0.0% 0.0% |
$ 57,213 $ 25,746 $ 31,467 $ $ -
$ 1,592 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
2,985 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
199 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
4,038 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
756 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
3,209 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
5,806 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
829 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
203 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 22,602 $ 10,171 ¢ 12,431 $ $ -
$ 829 [ Production & Pumping Costs [ 45.0% [ 55.0% [ 0.0% 0.0% |
1,493 Production & Pumping Costs [ 45.0% [ 55.0% [ 0.0% 0.0% |
$ 2,322 $ 1,045 ¢ 1,277 $ $ -
$ 1,592 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
829 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
169 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 4,083 $ 1,837 $ 2,246 $ $ -
$ - Production & Pumping Costs [ 45.0% [ 55.0% [ 0.0% 0.0% |
$ - $ -3 -3 $ -
$ 3,131,166 $ 1,348,097 $ 1,024,144 $ 371,429 $ 387,497
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Exhibit 2-7-1a

Weston(&) Sampson

100 International Drive, Suite 152, Portsmouth, NH 03801
Tel: 603.431.3937

November 30, 2018

Michael Unger, P.E.

Water Engineer, Drinking Water and Groundwater Trust Fund
Drinking Water and Groundwater Bureau | NHDES

29 Hazen Drive

Concord, NH 03302

Re: Southern NH Regional Water Main Initiative (SNHRWI)
Cost of Service Study — Town of Salem

Dear Mike:

We are pleased to submit this report to the New Hampshire Department of Environmental Services (DES) for the
Cost of Service Study (COSS) performed for the town of Salem on behalf the SNHRWI project. The proposed
SNHRWI project includes the potential connection of water systems maintained by Manchester Water Works
(MWW), the Hampstead Area Water Company (HAWC), and the towns of Salem, Derry, and Plaistow. The project
would supplement domestic water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow
through a regional water supply partnership.

DES initiated the COSS to determine the cost to each community for supplying water to adjacent communities as
part of the SNHRWI project. The existing water system operations for town of Salem were examined to determine
how and why costs are incurred. Developing this understanding allowed for a proper allocation of future costs to
the town of Salem to distribute water to adjacent communities.

Per our work scope and budget dated August 17, 2018 we have completed the draft COSS for the town of Salem
with the assistance of Raftelis Financial Consultants. We wish to acknowledge the assistance of DES and town of
Salem staff with gathering background information for the project. The cooperation was essential to the
completion of the report and is sincerely appreciated.

Sincerely,
WESTON & SAMPSON ENGINEERS, INC.

Jeffrey W. McClure, P.E.
Senior Associate

westonandsampson.com
Offices in: MA, CT, NH, VT, NY, SC & FL 141
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November 30, 2018

Mr. Jeffery W. McClure, P.E.
Senior Associate

Weston & Sampson

100 International Drive, Suite 152
Portsmouth, NH 03801

Subject: Southern New Hampshire Regional Water Initiative Cost of Service Study — Town of Salem
Dear Mr. McClure,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Draft Cost of Service Report to Weston
& Sampson for the New Hampshire Department of Environmental Services’ project, the Southern New
Hampshire Regional Water Initiative (SNHRWT).

The major objectives of the study include the following:

e Develop a cost of service methodology and model to appropriately functionalize, allocate, and distribute
costs in order to understand the cost of wheeling, or providing bulk wholesale water, from one
community to another;

e Utilizing said methodology and model, the following scenarios were to be analyzed:

e Calculate a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town
of Windham (Windham) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that Salem can assess the Hampstead Area Water
Company (HAWC) for providing wholesale water wheeling services;

e Calculate a cost justified volumetric rate that HAWC can assess the Town of Plaistow for
providing wholesale water wheeling services.

This draft report summarizes the key findings and recommendations related to the development of the cost of
service analyses for the Town of Salem. We expect this initial report will result in further discussions with all
stakeholders and that some modifications may be necessary to finalize a set of methodologies and rates that all
agree to. It has been a pleasure working with you, and we look forward to continuing our work with you to
finalize this important project for the region.

Sincerely,
Dave Fox
Manager

SOUTHERN NEW HAMPSHIRE REGIONAL WATER INITIATIVE COST OF SERVICE STUDY REPORT
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1.1.  Background

In late 2018, Raftelis was contracted by Weston & Sampson to perform wholesale water cost of service studies
for the Southern New Hampshire Regional Water Initiative (SNHRWI), directed by the New Hampshire
Department of Environmental Services (DES). The proposed SNHRWTI includes the potential connection of
water systems maintained by Manchester Water Works (MWW), the Hampstead Area Water Company
(HAWC), and the towns of Salem, Derry, and Plaistow. The project would supplement domestic water
demands water demands in the towns of Windham, Salem, Atkinson, Hampstead, and Plaistow through a
regional water supply partnership.

1.1.1.0OBJECTIVES OF THE STUDY

Raftelis was engaged with the primary objective of develop a cost of service-based rate study for developing
wholesale, or wheeling, rates for water transported through the region’s transmission systems of the SNHR WI.
This report serves to summarize our findings, results, and recommendations for wheeling charge calculations
for the Town of Salem’s portion of the SNHRWI.

The charges to be calculated through this study include the following:
e Develop a cost justified volumetric rate that the Town of Salem (Salem) can assess the Town of
Windham (Windham) for providing wholesale water wheeling services;
e Develop a cost justified volumetric rate that Salem can assess the Hampstead Area Water Company
(HAWC) for providing wholesale water wheeling services.

1.2. Wholesale Cost of Service Methodology

Based on the objectives for this study and our understanding of the SNHRWTI proposed system, Raftelis
determined that the most appropriate methodology for calculating a wheeling rate is to use the Utility Approach
to rate setting. The Utility Approach to rate setting is consistent with industry standards and guidelines for
determining wholesale rates and charges and is recommended by the American Water Works Association. The
Utility Approach to rate setting focuses on three primary cost components:

e A proportionate share of the annual depreciation expense associated with the assets that provide service
to wholesale customers;

e A rate of return applied to the utility’s investment in these assets; and

e A proportionate share of the operating and maintenance (O&M) expenses related to these assets.

The aforementioned components were developed utilizing a test year of calendar year 2017, which complete
and audited data is present. In addition to audited 2017 data, expected and measurable changes to
accommodate the proposed SNHRWT operations were added in for a complete measure of the cost of service.
It should be noted that it was assumed that Salem’s purchases from Derry, of approximately 300,000 gallons
per day, will be assessed at a rate of $2.55 per one hundred cubic feet (Ccf). Table 1 presents the test year full
cost components for Salem. These cost components will be utilized later in this report to demonstrate the
functionalization, allocation, and distribution required to provide wheeling services only.

COST OF SERVICE STUDY REPORT 1
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Table 1: Test Year Costs

Operational $ 1,060,852
Buildings 58,371
Capital Projects 586,669
Administrative and General Expenses 1,377,480
MSDC Charges 76,885
Additional Support 57,500
Metering Building @ Derry Town Line 22,716
Metering Pit on Route 111 for Salem to PEU 2,333
Metering Building at Salem Town Line 4,103
Rate of Return 716,143
Depreciation 25,590

Once the test year costs were developed, a cost of service analysis, utilizing the aforementioned Utility
Approach, was performed. The basic principle in the establishment of cost of service rates is to achieve general
fairness in the recovery of costs from various classes of customers. The approach used in this study is based on
the principles endorsed by the American Water Works Association (AWWA); which allows DES and the
SNHRWI communities to demonstrate rates have not been set in an arbitrary or capricious manner and one
class of customer is not subsidizing another to an unjustifiable extent. Costs have been allocated between
customer classes based on their estimated demand requirements and recognizing the different costs associated
with serving different customer classes.

These costs were allocated proportionately to water customers based on how they use the system. The
appropriate level of detail required for a cost of service analysis is contingent on system characteristics, and the
accuracy and availability of data necessary to support the analysis. Based on discussions with Town Staff, it
was determined that water cost components should be allocated into functional components consistent with the
most significant cost causative characteristics of the customer base. The water components included source of
supply, treatment, transmission, distribution, storage, meters, fire protection, billing (customer service), and
administration support. Summarizing this allocation process, costs were grouped into three categories: General
Water, Fire Service, and Customer Service. Table 2 presents the allocation of test year costs into these
categories.

Table 2: Test Year Costs by General Function

Operational $ 1,000,494 $ 27,102 $ 33,256
Buildings 58,079 292 -
Capital Projects 583,736 2,933 -
Administrative and General Expenses 1,326,138 24,489 26,853
MSDC Charges 76,500 384 -
Additional Support 57,213 288 =
Metering Building @ Derry Town Line 22,602 114 -
Metering Pit on Route 111 for Salem to PEU 2,322 12 -
Metering Building at Salem Town Line 4,083 21 =

The aforementioned functional Fire Service and Customer Service costs were then discarded from the
remainder of the analysis, as these costs are typically not recovered through wholesale rates. The general water
functional costs that remained were then allocated to their cost components in accordance with how facilities
are designed. Water cost components allocations included base, extra-capacity, and categories reflecting costs
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that are explicitly incurred for retail-only or wholesale-only service. Specifically, water cost components related
to the functional aspects of the system including water source of supply, treatment, transmission and
distribution, and storage were assigned based on a base-extra capacity cost allocation approach. This approach
allocates a portion of these costs to serving a base demand and peak demand. Reasonable allocation factors
were determined for each of these components, and are consistent with industry standards and practices and
utilized flow data from the Town’s customer demand characteristics and water production facilities. A
summary of this process is presented in Table 3.

Table 3: Test Year Costs by Cost Component

Operational $ 267,724 $ 89,064 $ 371,429 $ 272,277
Buildings 19,360 - - 38,719
Capital Projects 262,681 321,055 - -
Administrative and General Expenses 759,533 566,604 - -
MSDC Charges 47,685 28,815 = -
Additional Support 25,746 31,467 - -
Metering Building @ Derry Town Line 10,171 12,431 - -
Metering Pit on Route 111 1,045 1,277 - -
Metering Building at Salem Town Line 1,837 2,246 = =

Similar to how Fire Service and Customer Service costs were discarded, so were extra capacity and retail-only
costs. These costs are typically incurred to only provide service to retail customers, and hence should be
excluded from costs to be recovered from wholesale rates. These remaining costs were then distributed to
wholesale only customers by utilizing projected wholesale flows as a percentage of total projected water
productions and purchases. A similar process was completed for Salem’s calculated depreciation and rate of
return.

Finally, since Salem will be providing wholesale wheeling services to both HAWC and Windham, a
determination must be made on whether the calculated wholesale rates should be different, or if both entities
should be assessed the same wholesale rate, making the assumption that all customers classified as wholesale
would fit into the same class. In the case of the dynamics of how Salem’s system will be utilized by Windham
and HAWC, it was determined that Windham will utilize much less of Salem’s core system. Due to this, many
of Salem’s core system assets and costs were excluded from the calculation of Windham’s rate for wheeling
service.

The following table (Table 4) presents the final rate calculations for HAWC and Windham.
Table 4: Calculation of Wholesale Rate (per Ccf)

Cost of Service

Operating Expenses $ 337,439 $ 228,645
Rate of Return 36,948 29,558
Depreciation 2,393 1,915
Total: Cost of Service $ 376,780 $ 260,118
Estimated Flow (Ccf) 121,992 97,594

COST OF SERVICE STUDY REPORT 3
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APPENDIX A:
FULL COST OF SERVICE
ALLOCATIONS



Operations and Maintenance Expense
Operational
Small Tools & Equipment
Gas & Oil
Gravel/Sand
Resurfacing
Chemicals
Tubing and Parts
Safety
Contracted Services
Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants
Pipe Replacement
Electricity
Other Utilities
Equipment
Water Department Equipment

Subtotal: Operational

Buildings
Cleaning Services
Building Maintenance
Heat

Subtotal: Buildings

Capital Projects
Engineering Services
Building Improvements
Water - Vehicles
Improvements
DBA Projects

Subtotal: Capital Projects

Special Articles
Engineering Services
Water Improvements

Subtotal: Special Articles

Administrative and General Expenses
Regular Pay
Temporary Pay
Overtime Pay
Employee Retirement Benefits
Stand-By Pay
Retirement
Disability Insurance
Workers' Compensation
FICA-Social Security
Health Insurance
Unemployment Compensation
Life Insurance
Dental Insurance
Clothing Allowance
Office Supplies
Legal Services
Audit
Membership & Publications
Printing and Binding
Medical Exams/Hiring Expenses
Food
Equipment Rental
Telephone
Postage
Meetings and Training
Radio Maintenance
Vehicle Maintenance
General Liability
Fleet Insurance
Administrative Service Charge
Property Insurance
Recording Fees
Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Functional Categories

Functional General Fire Customer
Category Water Service Service
$ 10,829 General Water 99.5% 0.5% 0.0%
21,714 General Water 99.5% 0.5% 0.0%
12,084 General Water 99.5% 0.5% 0.0%
26,559 General Water 99.5% 0.5% 0.0%
62,016 General Water 99.5% 0.5% 0.0%
33,256 Customer Service 0.0% 0.0% 100.0%
1,132 General Water 99.5% 0.5% 0.0%
132,116 General Water 99.5% 0.5% 0.0%
51,858 General Water 99.5% 0.5% 0.0%
373,295 General Water 99.5% 0.5% 0.0%
- Customer Service 0.0% 0.0% 100.0%
22,186 Hydrants 0.5% 99.5% 0.0%
16,478 General Water 99.5% 0.5% 0.0%
174,405 General Water 99.5% 0.5% 0.0%
122,189 General Water 99.5% 0.5% 0.0%
- General Water 99.5% 0.5% 0.0%
735 General Water 99.5% 0.5% 0.0%
$ 1,060,852 $ 1,000,494 $ 27,102 $ 33,256
$ 4,080 General Water 99.5% 0.5% 0.0%
30,654 General Water 99.5% 0.5% 0.0%
23,637 General Water 99.5% 0.5% 0.0%
$ 58,371 $ 58,079 $ 292 % -
$ 16,854 General Water 99.5% 0.5% 0.0%
51,595 General Water 99.5% 0.5% 0.0%
51,595 General Water 99.5% 0.5% 0.0%
60,624 General Water 99.5% 0.5% 0.0%
406,000 General Water 99.5% 0.5% 0.0%
$ 586,669 $ 583,736 $ 2,933 $ -
$ - General Water [ 99.5% | 0.5% | 0.0%
- General Water | | 99.5% [ 0.5% | 0.0%
$ - $ - 3% - $ -
$ 494,653 Total O&M 96.3% 1.8% 1.9%
51,054 Total O&M 96.3% 1.8% 1.9%
76,276 Total O&M 96.3% 1.8% 1.9%
947 Total O&M 96.3% 1.8% 1.9%
7,110 Total O&M 96.3% 1.8% 1.9%
71,852 Total O&M 96.3% 1.8% 1.9%
4,556 Total O&M 96.3% 1.8% 1.9%
23,316 Total O&M 96.3% 1.8% 1.9%
46,243 Total O&M 96.3% 1.8% 1.9%
208,048 Total O&M 96.3% 1.8% 1.9%
681 Total O&M 96.3% 1.8% 1.9%
1,931 Total O&M 96.3% 1.8% 1.9%
7,384 Total O&M 96.3% 1.8% 1.9%
6,268 Total O&M 96.3% 1.8% 1.9%
537 Total O&M 96.3% 1.8% 1.9%
10,616 Total O&M 96.3% 1.8% 1.9%
2,602 Total O&M 96.3% 1.8% 1.9%
1,430 Total O&M 96.3% 1.8% 1.9%
5,485 Total O&M 96.3% 1.8% 1.9%
344 Total O&M 96.3% 1.8% 1.9%
4,110 Total O&M 96.3% 1.8% 1.9%
26,034 Total O&M 96.3% 1.8% 1.9%
30,392 Total O&M 96.3% 1.8% 1.9%
26,802 Total O&M 96.3% 1.8% 1.9%
4,840 Total O&M 96.3% 1.8% 1.9%
90 Total O&M 96.3% 1.8% 1.9%
13,987 Total O&M 96.3% 1.8% 1.9%
18,903 Total O&M 96.3% 1.8% 1.9%
5,034 Total O&M 96.3% 1.8% 1.9%
210,477 Total O&M 96.3% 1.8% 1.9%
14,723 Total O&M 96.3% 1.8% 1.9%
340 Total O&M 96.3% 1.8% 1.9%
416 Total O&M 96.3% 1.8% 1.9%
$ 1,377,480 $ 1,326,138 $ 24,489 $ 26,853
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MSDC Charges
Annual Expense

Subtotal: MSDC Charges

Additional Support
FTE for support of new water flows
FTE for additional admin support

Subtotal: Additional Support

Metering Buildin Derry Town Line
PRV
Chemical Bulk Tank
Chem Metering Pump (NaOH)
Chemicals (NaOH)
Chloramine Pump Package System
Ammonia Analyzer
Chemicals (Chlorine)
Chemicals (Ammonia)
Mag-meter
SCADA Monitoring & Equipment
Electricity

Subtotal: Metering Building @ Derry Town Line
Metering Pit on Route 111 for Salem to PEU

Mag Meter
SCADA Monitoring & Equipment

Subtotal: Metering Pit on Route 111 for Salem to PEU

Metering Building at Salem Town Line
PRV

Mag Meter
SCADA Monitoring
Electricity

Subtotal: Metering Building at Salem Town Line

Contingency
Subtotal: Contingency

Total: Operating & Maintenance Expenses

[s 76,885 | | General Water | | 99.5% [ 0.5% [ 0.0%
$ 76,885 $ 76,500 $ 384 $
[s 30,000 | | General Water | | 99.5% [ 0.5% [ 0.0%
| 27,500 | | General Water | | 99.5% [ 0.5% | 0.0%
$ 57,500 $ 57,213 $ 288 $
$ 1,600 General Water 99.5% 0.5% 0.0%
3,000 General Water 99.5% 0.5% 0.0%
200 General Water 99.5% 0.5% 0.0%
4,058 General Water 99.5% 0.5% 0.0%
1,500 General Water 99.5% 0.5% 0.0%
760 General Water 99.5% 0.5% 0.0%
3,225 General Water 99.5% 0.5% 0.0%
5,835 General Water 99.5% 0.5% 0.0%
833 General Water 99.5% 0.5% 0.0%
1,500 General Water 99.5% 0.5% 0.0%
204 General Water 99.5% 0.5% 0.0%
$ 22,716 $ 22,602 $ 114 $
[$ 833 | | General Water [ 99.5% [ 0.5% | 0.0%
| 1,500 | | General Water | | 99.5% [ 0.5% | 0.0%
$ 2,333 $ 2,322 $ 12 $
$ 1,600 General Water 99.5% 0.5% 0.0%
833 General Water 99.5% 0.5% 0.0%
1,500 General Water 99.5% 0.5% 0.0%
170 General Water 99.5% 0.5% 0.0%
$ 4,103 $ 4,083 $ 21 $
[s 3 | General Water | | 99.5% [ 0.5% | 0.0%
$ - $ - 3% - $
$ 3,170,024 $ 3,054,666 $ 55249 $ 60,109
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O&M Expenses

Operational
Small Tools & Equipment
Gas & Oil
Gravel/Sand
Resurfacing
Chemicals
Tubing and Parts
Safety
Contracted Services
Water Samples/Lab Services
Purchase of Water
Meters/Replacement
Hydrants
Pipe Replacement
Electricity
Other Utilities
Equipment
Water Department Equipment

Subtotal: Operational

Buildings
Cleaning Services
Building Maintenance
Heat

Subtotal: Buildings

Capital Projects
Engineering Services
Building Improvements
Water - Vehicles
Improvements
DBA Projects

Subtotal: Capital Projects

Special Articles
Engineering Services
Water Improvements

Subtotal: Special Articles

Administrative and General Expenses

Regular Pay
Temporary Pay
Overtime Pay

Employee Retirement Benefits

Stand-By Pay

Retirement

Disability Insurance
Workers' Compensation
FICA-Social Security
Health Insurance
Unemployment Compensation
Life Insurance

Dental Insurance

Clothing Allowance

Office Supplies

Legal Services

Audit

Membership & Publications
Printing and Binding

Medical Exams/Hiring Expenses

Food

Equipment Rental

Telephone

Postage

Meetings and Training

Radio Maintenance

Vehicle Maintenance

General Liability

Fleet Insurance
Administrative Service Charge
Property Insurance
Recording Fees

Office Furniture & Equipment

Subtotal: Administrative and General Expenses

Water Cost Drivers

Base Extra Cap. Wholesale Retail
$ 10,775 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
21,605 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
12,023 T&D Mains 62.3% 37.7% 0.0% 0.0%
26,426 T&D Mains 62.3% 37.7% 0.0% 0.0%
61,706 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
1,126 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
131,455 T&D Mains 62.3% 37.7% 0.0% 0.0%
51,598 Treatment 33.3% 0.0% 0.0% 66.7%
371,429 Purchased Water 0.0% 0.0% 100.0% 0.0%
- Treatment 33.3% 0.0% 0.0% 66.7%
111 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
16,395 T&D Mains 62.3% 37.7% 0.0% 0.0%
173,533 Treatment 33.3% 0.0% 0.0% 66.7%
121,578 Treatment 33.3% 0.0% 0.0% 66.7%
- Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
731 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 1,000,494 $ 267,724 $ 89,064 $ 371,429 $ 272,277
$ 4,059 Treatment 33.3% 0.0% 0.0% 66.7%
30,501 Treatment 33.3% 0.0% 0.0% 66.7%
23,519 Treatment 33.3% 0.0% 0.0% 66.7%
$ 58,079 $ 19,360 $ - % - $ 38,719
$ 16,770 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
51,337 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
60,321 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
403,970 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
$ 583,736 $ 262,681 $ 321,055 $ - $ -
$ - Production & Pumping Costs | | 45.0% | 55.0% [ 0.0% 0.0% |
- Production & Pumping Costs | | 45.0% | 55.0% | 0.0% 0.0% |
$ - $ -8 -3 -8 -
$ 476,216 Total O&M 57.3% 42.7% 0.0% 0.0%
49,151 Total O&M 57.3% 42.7% 0.0% 0.0%
73,433 Total O&M 57.3% 42.7% 0.0% 0.0%
912 Total O&M 57.3% 42.7% 0.0% 0.0%
6,845 Total O&M 57.3% 42.7% 0.0% 0.0%
69,174 Total O&M 57.3% 42.7% 0.0% 0.0%
4,387 Total O&M 57.3% 42.7% 0.0% 0.0%
22,447 Total O&M 57.3% 42.7% 0.0% 0.0%
44,519 Total O&M 57.3% 42.7% 0.0% 0.0%
200,294 Total O&M 57.3% 42.7% 0.0% 0.0%
656 Total O&M 57.3% 42.7% 0.0% 0.0%
1,859 Total O&M 57.3% 42.7% 0.0% 0.0%
7,109 Total O&M 57.3% 42.7% 0.0% 0.0%
6,035 Total O&M 57.3% 42.7% 0.0% 0.0%
517 Total O&M 57.3% 42.7% 0.0% 0.0%
10,221 Total O&M 57.3% 42.7% 0.0% 0.0%
2,505 Total O&M 57.3% 42.7% 0.0% 0.0%
1,377 Total O&M 57.3% 42.7% 0.0% 0.0%
5,280 Total O&M 57.3% 42.7% 0.0% 0.0%
331 Total O&M 57.3% 42.7% 0.0% 0.0%
3,957 Total O&M 57.3% 42.7% 0.0% 0.0%
25,063 Total O&M 57.3% 42.7% 0.0% 0.0%
29,259 Total O&M 57.3% 42.7% 0.0% 0.0%
25,803 Total O&M 57.3% 42.7% 0.0% 0.0%
4,659 Total O&M 57.3% 42.7% 0.0% 0.0%
86 Total O&M 57.3% 42.7% 0.0% 0.0%
13,466 Total O&M 57.3% 42.7% 0.0% 0.0%
18,198 Total O&M 57.3% 42.7% 0.0% 0.0%
4,847 Total O&M 57.3% 42.7% 0.0% 0.0%
202,632 Total O&M 57.3% 42.7% 0.0% 0.0%
14,174 Total O&M 57.3% 42.7% 0.0% 0.0%
327 Total O&M 57.3% 42.7% 0.0% 0.0%
401 Total O&M 57.3% 42.7% 0.0% 0.0%
$ 1,326,138 $ 759,533 $ 566,604 $ - $ -
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MSDC Charges

Annual Exepense $ 76,500 | T&D Mains | [ 62.3% | 37.7% [ 0.0% [ 0.0% |
Subtotal: MSDC Charges $ 76,500 $ 47,685 $ 28,815 $ - % -
Additional Support

FTE for support of new water flows $ 29,850 |  Production & Pumping Costs | | 45.0% | 55.0% | 0.0% [ 0.0% |

FTE for additional admin support 27,363 | Production & Pumping Costs | | 45.0% | 55.0% | 0.0% | 0.0% |
Subtotal: Additional Support $ 57,213 $ 25,746 $ 31,467 $ - % -
Metering Buildin Derry Town Line

PRV $ 1,592 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chemical Bulk Tank 2,985 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chem Metering Pump (NaOH) 199 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chemicals (NaOH) 4,038 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chloramine Pump Package System 1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Ammonia Analyzer 756 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chemicals (Chlorine) 3,209 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Chemicals (Ammonia) 5,806 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Mag-meter 829 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

SCADA Monitoring & Equipment 1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Electricity 203 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
Subtotal: Metering Building @ Derry Town Line $ 22,602 $ 10,171 $ 12,431 $ - % -
Metering Pit on Route 111 for Salem to PEU

Mag Meter $ 829 |  Production & Pumping Costs | | 45.0% | 55.0% | 0.0% | 0.0% |

SCADA Monitoring & Equipment 1,493 | Production & Pumping Costs | | 45.0% | 55.0% | 0.0% | 0.0% |
Subtotal: Metering Pit on Route 111 for Salem to PEU $ 2,322 $ 1,045 $ 1,277 $ - % -
Metering Building at Salem Town Line

PRV $ 1,592 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Mag Meter 829 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

SCADA Monitoring 1,493 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%

Electricity 169 Production & Pumping Costs 45.0% 55.0% 0.0% 0.0%
Subtotal: Metering Building at Salem Town Line $ 4,083 $ 1,837 $ 2,246 $ - % -
Contingency

$ - | Production & Pumping Costs | | 45.0% | 55.0% [ 0.0% [ 0.0% |
Subtotal: Contingency $ - $ - $ -3 -8 -
Total: Operating & Maintenance Expenses $ 3,131,166 $ 1,395,782 $ 1,052,959 $ 371,429 $ 310,996
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HAMPSTEAD AREA

54 SAWYER AVENUE, ATKINSON, NH 03811

WATER COMPANY, INC

January 13, 2020

VIA EMAIL ONLY

Christopher R. Tuomala, Esq.
NH Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 03301-2429

RE:  Hampstead Area Water Company, Inc.
DW 19-147 — Answers to Staff Data Requests - Set

Dear Attorney Tuomala:

TEL: 603.362.4299 FAX: 603.362.4936
www.hampsteadwater.com

Pursuant to NH Code PUC 203.09, please find attached, the Company’s Answers to Staff Data

Requests-Set 3, regarding the above referenced docket.

If you have any questions, please don’t hesitate to contact us.

Very truly yoprs,

AA/ljs
enclosures
cc; DW 19-147 Service list electronically

o

hawe02 HAWC-Data Legal HAWC'DW-19-147 Financing Pet for SNH Water Project Correspondence Letter to Atty Tuomala with data request answers set 3 - 01-13-2020 doex
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-1 Witness: Stephen C. St.Cyr

Staff 3-1
Re: Company’s response to Staff 1-8: Based on the Company’s response, it appears the interest

rate on the DWGTF financing should be 2.96% rather than the 2.97% interest rate indicated in
the Company’s original filing. Please confirm and/or explain.

Response 3-1

Yes, the interest rate on the DWGTF financing should be 2.96%.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-2 Witness: Stephen St. Cyr and
Charles Lanza

Staff 3-2

Re: Company’s response to Staff 1-14: While it is true that Schedule SPS-5 calculates an
overall increase in the Company’s revenue requirement resulting from Phase [. That information
transfers to Schedule SPS-7, which calculates the anticipated impact on the Company’s
consumption rate to general customers. As such, without any reflection of the apportionment of
those revenues to the Town of Plaistow, the calculated increase in the Company’s consumption
rate to general customers on Schedule SPS-7 would appear to be overstated.
a) Please provide the Company’s current estimate of annual revenues that will be
received from the Town of Plaistow.
b) Please update Schedule SPS-7 to reflect a more accurate apportionment of the
estimated increase in revenues attributable to the Town of Plaistow and to the
Company’s general customers.

Response 3-2

a) The Company’s current estimate of annual revenues from the Town of Plaistow is
$87,834.

b) See Company response to 3-10, which incorporates the estimated revenues from the
Town of Plaistow.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST -SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-3 Witness: John Sullivan

Staff 3-3

Re: Company’s updated response to Staff 1-22: The Company stated that it is waiting on
information from Raftelis regarding Staff’s request. Please update the status of this anticipated
information.

Response 3-3

We have not received the information from Raftelis. We will continue to follow up with them.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-4 Witness: John Sullivan

Staff 3-4
Re: Company’s response to Staff 1-23: The Company stated that it is waiting on information
from Raftelis regarding Staff’s request. Please update the status of this anticipated information.

Response 3-4

We have not received the information from Raftelis. We will continue to follow up with them.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-5 Witness: John Sullivan

Staff 3-5
Re: Company’s response to Staff 1-24: Please provide the calculations made by Raftelis in
support of Table 4 of its Cost of Service Study prepared for the Company (Exhibit 7).

Response 3-5

We have not received the information from Raftelis. We will continue to follow up with them.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC,
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST —-SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-6 Witness: John Sullivan and
Charles Lanza

Staff 3-6

Re: Company’s responses to Staff 2-1(a), Exhibit 2-1, and Staff 2-2(b): If the actual cost of
HAWC’s Phase I construction exceeds the approved DWGTF grant of $3,283,750, please
explain how the Company will finance that excess cost,

Response 3-6

The actual costs are still to be determined as many portions of the project have yet to be
constructed. The Company expects the existing project contingencies to cover the project costs;
however, if they do exceed the DES grant the company will first ask the trust fund for additional
funds, and it unsuccessful explore getting a loan for the difference, either from a bank or its
stockholder.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received 12/27/2019 Date of Response: 01/10/2020
Staff 3-7 Witness: John Sullivan and
Charles Lanza

Staff 3-7

Re: Company’s response to Staff 2-1 (e) (i) and (ii): [t appears that the Company’s responses
to these questions are copied from its responses to Staff 2-1 (d) (iii) and (ii), respectively, but do
not address the “East Road Water Main (bid by Plaistow)” project. Please provide relevant
responses to Staft 2-1 (e) (i) and (ii).

Response 3-7

i There was a typographical error in our original response. The correct response is the
following: The $215,460.83 is the estimated value of the portion of the East Road
Water Main to be contributed by Plaistow to HAWC.

ii. HAWC is the party receiving the contributed plant. Therefore, HAWC believes it is
responsible for any CIAC Tax under current tax law.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-8 Witness: Charles Lanza

Staff 3-8
Re: Company’s responses to Staff 2-1, Updated Exhibit 2 Schedules:

a) It appears that these schedules do not include the 15% Westside Drive / Main Street
Contingency of $267,750. Please explain and/or provide revised Schedule 2
schedules that include this item.

b) It does not appear the Company provided an updated Schedule 2 schedule relative to
the “East Road Water Main (bid by Plaistow)” project to be contributed to HAWC by
the Town of Plaistow ($121,015 CIAC tax). Please explain and/or provide the
relevant schedule.

Response 3-8

a) See Revised Exhibit 2 dated 1-10-2020, attached.
b) See Revised Exhibit 2 dated 1-10-2020, attached.
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CHLORAMINES CONVERSION

EXHIBIT 2

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $473,333.33
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $246,666.61
320 Water Treatment (filters etc.) $396,666.66
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i. 4” 3" and 2” piping $123,333.40

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters 50 customers x $350 per customer $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $0.00

Total

$1,240,000.00
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MAIN ST. PRESSURE REDUCING STATION PROJECT

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $310,000.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $250,000.00
320 Water Treatment (filters etc.) $0.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i 127, 8", and 6” piping $15,000.00

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $133.875
Total $708,875.00

FiLegalHAWCIDW-16-000 Wells Village'Exhibit 07 Wells Village Proj Cost Sch 08-31-16.Doc
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SHANNON RD. WATERMAIN PROJECT

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $0.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $0.00
320 Water Treatment (filters etc.) $0.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i 127, 87, and 6” piping $542,526.00

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants (includes

installation) $20,000.00
339 Miscellaneous (not otherwise included) $0.00
Total $£562,526.00

Fi\Legal HAWCDW-16-800 Wells Village\Exhibit 07 Wells Village Proj Cosl Sch 08-31-16 Doc
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WESTSIDE DR. BOOSTER STATION & TREATMENT FACILITY

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs) PRICE
303 Easement Deed $20,000.00
304 Pump House and Site Work $475,000.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells $0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $390,000.00
320 Water Treatment (filters etc.) $250,000.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i. 47,3, and 2” piping $15,000.00

333 Services {water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $193,875.00*
Total $1,343,875.00

*$60,000 = Past HAWC Costs to be Reimbursed under this contract. The
remainder is 50% of the Westside Dr. / Main St. Contingency

F\Legal HAWC\DW-16-000 Wells Village\Exhibit 07 Wells Village Proj Cost Sch 08-31-16.Doc
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EAST ROAD WATER MAIN

PROJECT COST SCHEDULE

PUC CONTRACTOR’S
CODE DESCRIPTION [Include machine and labor costs] PRICE
303 Easement Deed $0.00
304 Pump House and Site Work $0.00
304 Booster Pumping Station $0.00
307 Wells (drilling, Testing, engineering) $0.00
309 Supply Mains (mains, manholes, pipes, trenching,

backfill, valves etc. from pump house to wells £0.00
311 Pumping Equipment (Pumps, motors, pump house,

plumbing, electric,, connectors, piping, valves etc.) $0.00
320 Water Treatment (filters etc.) $0.00
330 Distribution Storage (tanks, valves, standpipes,

hydro tanks) $0.00
331 Transmission and Distribution mains

i 127, 8”, and 6” piping $215,460.83

333 Services (water lines to curb stop at each customer's

property line) $
334 Meters $
335 Hydrants x $3,500.00 per hydrant (includes

installation) $0.00
339 Miscellaneous (not otherwise included) $0.00
Total $215,460.83

G-iLegallHAWCIDW-19-147 Financing Pet For SNH Waler Projeci:Data Requests\DW 19-147 $1aftf Data Request Set I'Attachements To Answers:Exh 2 - Chloramine
Conversions Project Cost REVISED 12-30-19 Doc
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-9 Witness: John Sullivan and
Charles Lanza

Staff 3-9
Re: Company’s response Staff 2-3: Please provide the current status of the MSDC loan of
$392,500 with respect to each of the potential financing sources:

a) DWGTF

b) Pentucket Bank

Response 3-9
a) We have been in contact with DES and requested to be on the next DWGTF meeting

agenda for a decision on the MSDC loan.
b) If our request for an MSDC loan is denied, we will approach Pentucket Bank.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 3
ANSWERS

Date request received: 12/27/2019 Date of Response: 01/10/2020
Staff 3-10 Witness: Stephen C. St. Cyr

Staff 3-10

Company’s Original Filing, Exhibit 4, Schedules SPS-1 through SPS-12: Based on the
Company’s responses to Staff’s Set 1, Set 2, and Set 3 data requests, please provide revised and
updated Schedules SPS-1 through SPS-12.

Response 3-10

See 3-10 Attachment, which revises and updates SPS-1 —~ SPS-12
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Hampstead Area Water Company

SNHRWIP Financing
Major Assumptions

HAWC partipates in The Southern NH Regional Water Interconnection Project with NHDES, Derry, MWW,
Plaistow, Salem, Windham and Pennichuck East.

NHDES provides HAWC with grant of $3,292,750. Towns of Salem and Plaistow provides HAWC with plant.
HAWC treats grant and contributed plant as CIAC.

Under new tax law, CIAC treated as income for federal and state tax purposes. As such, owner incurs 27.08%
federal and state tax on NHDES grant and Towns of Salem and Plaistow contributed plant.

NHDES lends $1,102,356 (27.08% of $4,070,737) to HAWC in order for HAWC to pay the federal and state tax.
The debt financing assumes 2.96% interest rate over 25 years.

HAWG incurs $892,500 of MSDC Fees
HAWC's owner contributes $500,000 of additional paid in capital.
HAWC borrows $392,500 from bank at assumed 5.00% interest rate over 20 years.

HAWC constructs chloramines conversion facility ($1,240,000), Main St. pressure reducing station ($708,875)
and Westside Drive booster station & treatment facility ($1,343,875). Towns of Salem contributes
Shannon Road water mains and hydrants ($562,528). Town of Plaistow contributes water mains
($215.461).

Upon completion of construction and connect to the water system, HAWC submits actual costs and recovers
such costs as part of a planned 2020 rate case based on a 2019 proforma test year.

HAWC estimated that the revenue requirement associated with construction, CIAC & MSDC fee will amount to
an increase in annual revenues of $356,937 or 17.31%.

HAWC proposed to maintain customer charges per meter size and increase consumption charges.
HAWC estimates that the consumption charge will increase from an adjusted $6.51 to $7.95 per ccf.

SPSt. Cyr
1/10/2020
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Annual Report of Hampstead Area Water Co, Inc.

Year Ended December 31, 2018

SPS 11
SNHRWIP Financing
F-1 BALANCE SHEET
Assets and Other Debits
Current Adjusted Adjusted
Line Year End DW 18-138 Year End DW 19-xxx Year End
No, Account Title (Number) Balance Adjustments Balance Adjustments Balance
{a) (b) (c} (d} (e) (f 9
UTILITY PLANT
1 |Utility Plant {101-106) $ 17673198 | § 2146346 | $ 19819544 | § 6065503 | § 25885137
2 [Less: Accumulated Depr. and Amort, (108-110) 6876995 (% 23,848 7,000,843 128,729 7,128,572
3  [Net Plant $ 10696203 | § 2122498 | $ 12,818,701 1% 5936,864 | § 18,755,565
4 |Utility Plant Acquisition Adj. (Net) (114-115) 1,472
5 |[Totat Net Utility Plant $ 106976755 2,122498 ;% 12820173 | % 5,536,864 [$ 18,757,037
OTHER PROPERTY AND INVESTMENTS
6 {Nonutility Property (121)
7 |Less: Accumulated Depr. and Amort. (122)
& |Net Nonulility Property
9 |Ilnvestment in Associated Companies {123)
i1 |Utility Investments {124}
12 |Other Investments
13 |Special Funds(126-128)
14 |Total Other Property & Investments
CURRENT AND ACCRUED ASSETS
16 |Cash (131) $ 269,128 [ § (9.897) $ 250231 | % (10,149} $ 249,082
17 |Special Deposits (132)
18 |Other Special Deposits (133)
19 |Working Funds (134)
20 |Temporary Cash Investments (135)
21 |Accounts and Notes Receivable-Net (141-144) 223,980 223,980 223,980
22 |Accounts Receivable from Assoc, Co. (145)
23 'Notes Receivable from Assoc. Co. (1486)
24 |Materials and Supplies (151-153) 82,646 82646 82,646
25 |Stores Expense {161)
26 |Prepayments-Other (162) 23,262 23,262 23,262
27 |Prepaid Taxes (163) 38,641 38,641 38,641
28 |Interest and Dividends Receivable (171)
29 |Rents Receivable (172)
30 |Accrued Utility Revenues {(173) 137,399 137,399 137,399
31 |Misc. Current and Accrued Assets (174)
32 |Total Current and Accrued Assets $ 775056 | § (9.887)[ § 765,159 | % {10,149} & 755,010
DEFERRED DEBITS
32 |Unamortized Debt Discount & Expense {181) 3 35,179 | 11,875 | § 47,054 | § 14,324 | $ 61,378
33 |Extraordinary Property Losses (182)
34 |Prelim. Survey & Investigation Charges (183)
35 |Clearing Accounts (184)
36 |Temporary Facilities {185)
37 |Miscellaneous Deferred Debits (186) 451,495 451,495 451,495
38 |Research & Development Expendituras {187)
39 |Accumulated Deferred Income Taxes (190) 12,004 12,004 12,004
40 |Total Deferred Debits $ 498678 [ § 11,875 | § 510553 [ % 14324 | § 524 877
TOTAL ASSETS AND OTHER DEBITS $ 11,971,409 | § 2,124,476 | $ 14005885 [ $ 5,941,039 | $ 20,036,924
SPSt. Cyr
11072020
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Annual Report of Hampstead Area Water Co, Inc.

Year Ended December 31, 2018

SPS 1.2
SNHRWIP Financing
F-1 BALANCE SHEET
Equity Capital and Liabilities
Line Current Year | DW 18-138 | Adjusted Year| DW 19-xxx [Adjusted Year
No. Account Title (Number) End Balance | Adjustments | End Balance | Adjustments | End Balance
(a} (b) {c) {d) {e} {f) (g}
EQUITY CAPITAL
1 |Common Stock Issued (201} 3 16,767 $ 16,767 $ 16,767
2 |Preferred Stock Issued (204)
3 [Capital Stock Subscribed {202,205)
4 1Stock Liability for Conversion (203, 208)
5 |Premium on Capital Stock {207)
6 [Installments Received Cn Capital Stock (208)
7 |Other Paid-In Capital (209,211) 3,554,354 3,554,354 500,000 4,054,354
8 |Discount on Capital Stock (212)
9  [Capital Stock Expense{213)
10 |Retained Earnings (214-215) {897.056) 10,585 (886,461) 3,567 {882,894)
11 |Reacquired Capital Stock (216)
12 |Total Equity Capital § 26740859 10.596 | $ 2684660 | $ 503,667 [§ 3,188,227
LONG TERM DEBT
13 |Bonds (221)
14 |Reacquired Bonds (222)
15 |Advances from Associated Companies (223)
16 |Other Long-Term Debt (224} $ 3658170 | % 996,777 | § 4,654,947 1,452,898 1 § 6,107,845
17 iTotal Long-Term Debt $ 3658170 | % 996,777 |3 4654047 |3 1452898 % 6,107,845
CURRENT AND ACCRUED LIABILITIES
18 |Accounts Payable (231) 3 30,042 $ 30,042 $ 30,042
19 |Notes Payable (232)
20 |Accounts Payable to Associated Co. (233) 44,093 44,093 44,093
21 |Notes Payable to Associated Co. (234}
22 |Customer Deposits (235) 7.836 7636 7,636
23 |Accrued Taxes (236) 5,486 5,485 5,486
24 |Accrued Interest (237)
25 |Accrued Dividends (238)
26 |Matured Long-Term Debt (239)
27 |Matured Interest (240)
28 |Misc. Current and Accrued Liabilities (241) 28,226 28,226 28,226
29 |Total Current and Accrued Liabilities $ 115,483 | § -1 % 115,483 $ 115,483
DEFERRED CREDITS
30 [Unamortized Premium cn Debt (251)
31 |Advances for Construction (252)
32 iOther Deferred Credits (253)
33 [Accumulated Deferred Investment
Tax Credits (255)
34 |Accumulated Deferred Income Taxes:
35 |Accelerated Amortization (281)
36 |Liberalized Depreciaticn (282) 56,578 56,578 56,578
37 |Other (283)
38 |Total Deferred Credits $ 56,578 $ 56,578 3 56,578
OPERATING RESERVES
39 Property Insurance Raserve (261)
40 [Injuries and Damages Reserve (262)
41 |Pensions and Benefits Reserves (263) 16,451 16,451 16,451
42 |Miscellanenus Operating Reserves (265)
43 [Total Operating Reserves $ 16,451 [ & $ 16,451 3 16,451
CONTRIBUTIONS IN AID OF CONSTRUCTION
44 |Confributions In Aid of Construction {271) § 9909850 |8 1,117,104 | $ 10,226,954 4,070,737 | § 14,297,691
45 |Accumulated Amortization of C.LLA.C. {272} 3,659,188 3,659,188 86,163 3,745,351
46 |Total Net C.LA.C. $ 5450662 (% 1,117,104 |$ 6,567,766 [$ 3084574 | § 10,552,340
46 TOTAL EQUITY CAPITAL AND LIABILITIES $ 11971409 [$§ 2,124,476 | $ 14,005,885 [ § 5,941,029 | § 20,036,924
SPSt. Cyr
110/2020
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Annual Report of Hampstead Area Water Co, Inc.

Year Ended December 31, 2018

SNHRWIP Financing

F-2 STATEMENT OF INCOME

5P5-2

Line Current Year | DW 18-138 | Adjusted Year] DW 19-xxx |Adjusted Year
No. Account Title {Number)} End Balance | Adjustments | End Balance | Adjustments | End Balance
{a) {b} (c) {d} (e) ) (g}

UTILITY OPERATING INCOME
1 |Operating Revenues(400) $ 2043478 | % 07003 |§ 21404811 % 356937 | § 2,497,418
2 |Operating Expenses:
3 |Operating and Maintenance Expense (401) 1,582 686 1,582,686 200,000 1,782,686
4 |Depreciation Expense (403} 525,662 23,848 549,510 128,729 678,239
§ |Amortization of Contribution in Aid of
Construction {405} (221,212) {12,552} {233,764) (86,163) (319,927)
6 |Amortization of Utility Plant Acquisition
Adjustment (406) 31
7 |Amertization Expense-Other {407) 3,616 3616 3616
8 [Taxes Cther Than Income (408.1-408.13) 154,064 40,184 194,248 58,547 252,795
9 |Income Taxes (409.1, 410.1, 411.1, 412.1) 12,601 245 12,846 - 12,846
10 {Total Operating Expenses $ 2057448 (% 51725 |§ 2109142 |3 301,114 |$ 2,410,256
11 |Net Operating Income (Loss) 3 (13.970)| & 45278 | 3 31339 | 8 55,824 [ § 87,163
12 |Income From Ulility Plant Leased to
Others (413)
13 |Gains(l.osses) From Disposition of
Utility Property {414}
14 |Net Water Utility Operating Income $ (13.970)| 8 45278 | & 31,3301 % 55,824 | § 87,163
OTHER INCOME AND DEDUCTIONS
15 [Revenues From Merchandising, Jobbing and
Contract Work {415)
16 |Costs and Expenses of Merchandising,
Jobbing and Contract Work (416)
17 |Equity in Earnings of Subsidiary
Companies (418)
18 |Interest and Dividend Income (419) 1,078 1,076 1,076
19 |Allow. for funds Used During
Construction (420}
20 |Nonutility Income (421) (209) {209) (209)
21 IGains (Losses)} Form Dispositicn
Nonutility Property (422)
22 |Miscellaneous Nonutility Expenses (426)
23 |Total Other Income and Deductions $ 867 [ § 867 | % - 867
TAXES APPLICABLE TO OTHER INCOME
24 |Taxes Other Than Income (408.2)
25 |Income Taxes (409.2, 410.2, 411.2,
412.2, 412.3)
26 |Total Taxes Applicable To Other Income
INTEREST EXPENSE
27 |Interest Expense (427) $ 121,214 | § 34058 | 3 155,272 | % 51581 | 8 206,853
28 |Amonrtization of Debt Discount &
Expense (428) 2,765 625 3,390 676 4,066
28 |Amaonrization of Premium on Debt (429)
30 |[Total Interest Expense § 123,979 | § 34,683 1 3 158662 | $ 52257 [ § 210,919
31 |Income Before Extraordinary Items $  (137,082)]| % 10,595 | & (126,456}] $ 3567 ($  (122,889)
EXTRAORDINARY ITEMS
32 |Extraordinary Income (433}
33 |Extraordinary Deductions (434)
34 |Income Taxes, Extraordinary ltems (409.3)
35 |Net Extraordinary items
NET INCOME {LOSS} 3 (137,0824 § 10,595 | §  (126,456)] $ 3,587 | (122,889)

SPSt. Cyr
1/10/2020
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Annual Report of Hampstead Area Water Ce, Inc.

Year Ended December 31, 2018

SNHRWIP Financing

F-1 BALANCE SHEET

Capital Structure

SPS-3

Line Current Year | DW 18-138 | Adjusted Year] DW 13-xxx |Adjusted Year
No. Account Title (Number) End Balance | Adjustments | End Balance | Adjustments | End Balance
(a) (b} (e} td) {e) {f) (g}

EQUITY CAPITAL
1 |Common Stock Issued {201) 3 16,767 $ 16,767 $ 16,767
2 |Other Paid-In Capital (209,211) 3,554,354 3,554,354 500,000 4,054,354
3 |Retained Earnings (214-215) (897,056} 10,5985 {886,461) 3,567 (882,894)
4 iTotal Equity Capital (9 2674065 (% 10595 | §_ 26846601 % 503567 [§ 3,188,227
LONG TERM DEBT
5 |Other Long-Term Debt (224} $ 3658170 1% 996,777 |$ 4654947 |5 1452898 | $§ 6,107,845
6 |[Total Long-Term Debt $ 3658170 | % 996,777 |$ 4654947 |5 1452898 |$ 6,107,845
7| Total Capital Structure § 6332235|3% 1007372 [$ 7330607 | % 1,9564651% 9,296,072

Line Current Year | DW 18-138 | Adjusted Year] DW 18-138 [Adjusted Year
No. Account Title (Number) End Balance | Adjustments | End Balance | Adjustments | End Balance
(a) {b} {¢) (d} {e) {f) {a)

EQUITY CAPITAL
1 |Common Stock Issued (201) 0.26% 0.00% 0.23% 0.00% 0.18%
2 |Other Paid-in Capital (209,211) 56.13% 0.00% 48.43% 25.56% 43.61%
3 |Retained Earnings (214-215) ~14.17% 1.05% -12.08% 0.18% -9.50%
4 |Total Equity Capital 42.23% 1.05% 36.58% 25.74% 34.30%
LONG TERM DEBT
§ [Cther Long-Term Debt (224) 57.77% 98.95% 63.42% 74.26% 65.70%
6 |Total Long-Term Debt 57.77% 98.95% 63.42% 74.26% 65.70%
7| Total Capital Structure 100.00% 100.00% 100.00% 100.00% 100.00%
SPSt. Cyr
1110/2020
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Hampstead Area Water Company

SNHRWIP Financing

Journal Entries

1 Dr. 181 Unamortized Debt Expense 15,000
Cr. 131 Cash
To record estimated debt expense associated with obtaining PUC approval of
of 2019/ 2020 State of NH Grant / Debt Financing
2 Dr. 131 Cash 5,287,606
Cr. 271 State of NH CIAC
Cr. 224  State of NH loan for CIAC Tax
Cr. 224 Bank foan for MSDC Fees
Cr. 211 Additional Paid in Capital
To record receipt of cash and State of NH grant / loans
3 Dr. 101 Plant in Service 6,065,593
Cr. 131 Cash
Cr. 271 Town of Salem CIAC
Cr. 271 Town of Plaistow CIAC
To record 2020 plant additions
4 Dr. 403 Depreciation Expense 128,729
Cr. 108  Accumulated Depreciation
To record 1/2 year depreciation and related accumulated depreciation for year 1
5 Dr. 272 Accummulated Ameortization of CIAC 86,163
Cr. 405  Amortization of CIAC
To record 1/2 year amortization of CIAC and related accumulated amortization for year 1
6 Dr. 224 Other Long Term Debt - State of NH loan 30,233
Dr. 224 Other Long Term Debt - Bank loan 11,725
Cr. 427 Interest Expense - State of NH loan 32,222
Cr. 427 interest Expense - Bank loan 19,359
Dr. 131 Cash
Ta record the projected 1st year payments (principle and interest) on State of NH loan
7 Dr. 428 Amortization of Debt Expense 676
cr. 181 Unamortized Debt Expense
To record annual amortization of debt expense
8 Dr. 131 Cash 356,937
Cr. 400  Operating Revenue
To record projected increase in revenues
9 br. 401 Operating Expenses 200,000
Dr. 408 Taxes other than Income 58,547
Dr. 409 Federal Income taxes -
Dr, 400 State Business Taxes -
Cr. 13 Cash
To record projected increase in expenses
Impact on Net Income
Impact on Cash 5,644 543

Net Impact on Cash

SPSt. Cyr
1/10/2020

SPS5-4

Impact on
Net Income

15,000

3,292,750
1,102,356
392,500
500,000

5,287,608
562,526
215,461

(128,729)
128,729

86,163 86,163

(32,222)
(19,359)

93,539
(676)

676

356,937 356,937

(200,000)
(58,547)
258 547
3,567
5,654,692
(10,149)
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Hampstead Area Water Company SPS-5

SNHRWIP Financing

Revenue Requirement - Step Increase for 2019 7 2020 Additions to Plant and related CIAC associated with SNHRWIP

RATE BASE Amount

2019 Plant in Service $6,065,593

Less: Accumulated Depreciation 128,729
NET PLANT IN SERVICE $5,936,864

Contribution in Aid of Construction (4,070,737)
Plus: Accumulated Amortization of CIAC 86,163

NET PLANT iIN RATE BASE $1,952,289
Cash Working Capital $ 200,000 12.33% 24,660
TOTAL RATE BASE $1,976,949
Return on Additional Plant @ 5.11% $101.091

Q&M Expenses $ 200,000
Depreciation Expense 257,458
Amertization of CIAC (172,325)
State Utility and Local Property Taxes 58,547

Federal Income Taxes
State Business Taxes

Operating Expenses $ 343,680
Additional Revenue Requirement $ 444771

Less: Revenue from projected sale of water to Town of Plaistow (87,834)
Net Additional Revenue Requirement $ 356,937

Revenues from General Metered Customers $ 2,061,860

% Increase assoicated with Step Increase 17.31%
SPSt. Cyr

111012020
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Hampstead Area Water Company SPS 6

SNHRWIP Financing

Weighted Average Cost of Capital

Weighted
Average
Interest Interest  Amort of Total Cost Cost of
Financing Amount Percent Rate Expense Fin Costs Interest Rate Capital
State of NH $ 1,102,356 55.26% 2.96% $32,222 $ 295 (1) $32517 2.95% 1.63%
Bank Loan 392,500 19.68% 500% 19,359 381 (2) 19,740 5.03% 0.99%
Total Debt $ 1,494,856 74.94% $51581 § 676 $ 52,257 2.82%
Owner's APIC $ 500,000 25.06% 9.95% 2.49%
Total Capitalization $ 1,994856 100.00% 511%
Amortization of Financing Costs:
State of NH $ 1,102,356 73.74% $ 7,374 25 % 295
Bank Loan 392,500 26.26% 7,626 20 381
Total $ 1494856 100.00% % 15,000 $ 676
SPSt. Cyr
1/10/2020
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Hampstead Area Water Company

SNHRWIP Financing
DW 17-118
STEP Il ADJUSTMENT
CALCULATION OF RATES
Total Annual Water Revenues Proposed per Settlement {Sch 1)
Less: Fire Protection Revenues
Municipal
Private

Revenues from General Metered Customers

Customer Charge Revenues:

Meter Proposed Percent Proposed
Size Perm Rate  Increase Step Rate
518" Meter 5 120 0.00% $ 120
3/4" Meter 240 0.00% 240
™ Meter 360 0.00% 360
1 1/2" Meter 720 0.00% 720
2" Meter 1,200 0.00% 1,200

(a)
Consumption Charge Revenues:
Consumption Charge Revenues
Total Pro-forma Annual Consumption (ccf} (b)

Consumption Rate per Customer {per ccf)

Total Pro-forma Annuat Consumption (ccf)

Unallocated Water Revenues

{a) Pro-forma # of Cus 3,578 actual customers @ 12/31/16 + 43 customers from New System acquired in 2017 =

{b} Pro-forma Consum 2016 Actual Water Sales:

Pro-forma #
of Customers
3,550

65

2

4
3,621

¥ 1,509,217
+ 245,870
$ 611

x 246,870

Gallons 182,243,771
Conversicn to Cubic Feet + 7.48
Cubic Feet 24,362,449
Conversion to CCF - 100
2017 Estimated New System Sales:

Estimated Usage of New System: (ccf) 3,245.50
To annualize 2017 usage {12 months / 12 months) {cof x 1

Total Pro-forma Consumption {ccf)
SPSt. Cyr
1/10/2020

$41,336

Annual
Revenues
$426,000

23,400
1,440

4,800
$455,640

243,624

3,245

246,870

Attachment B

Schedule 6a

$ 2,006,193

41,336

$ 1,964,857

(455,640)

$ 1,509,217

$ (1,509,217)

3,621

§ 97,003

$ 97,003

97,003

§ 2,103,195

41,336

$ 2,061,860

(455,640)

$ 1,606,220

$ 6.51

$ (1,606,220)

$ 356,937

$ 356,937

356,937

SPS-7
$ 2,460,133
41,336
$ 2418797
(455,640)
$ 1,963,157
$ 7.95

$§ (1,963,157)
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Hampstead Area Water Company SPS-8

SNHRWIP Financing

Plant / Accumulated Depreciation / Depreciation Expense

PUC CIAC Gross Up Total Depr.  Depreciation  Accum Net
Aget. No. Description Costs Rate of 27.08% Costs Rate Expense Depr. Plant
Chloramines Conversion Fagility
304 Structures $ 473333 § 128179 % 601,512 2.50% % 15038 § 7518 § 593,993
311 Pumping Equipment 246,667 66,787 313,464 10.00% 31,346 16,673 297,791
320 Treatment Equipment 396,667 107,447 504,084 3.80% 18,147 9,074 495,011
331 T&D Mains 123,333 33,399 156,732 2.00% 3,135 1,667 156,164
Total § 1,240,000 § 335,792 $ 1575792 $ 67666 $ 33,833 5 1,541,850
Main St. Pressure Reducing Staticn
304 Structures 3 310,000 $ B3.948 § 393,948 2.50% § 9849 § 4,924 § 389,024
311 Pumping Equipment 250,000 67,700 317,700 10.00% 31,770 15,685 301,815
331 T&D Mains 15,000 4,082 19,062 2.00% 381 191 18,871
338 Miscellaneous 133,875 36,253 170,128 5.00% 8,508 4,253 165,875
Total 5 708,875 § 191,863 § 900,838 $ 50506 § 25253 % 575,585
Shannen Road Water Main
331 T&D Mains $ 542,526 % 146,916 $ 689,442 2.00% $ 13789 § 6,894 3 682,548
335 Hydrants 20,000 5,416 25416 2.00% 508 254 25,162
Total $ 562,626 % 152,332 § 714,858 $ 14297 § 7149 % 707,709
Westside Drive Bogster Station & Treatment Facility
303 Easement Dees 3 20,000 % 5416 § 25,416 5.00% $ 1,271 $ 635 % 24,781
304 Structures 475,000 128,630 603,630 2.50% 15,091 7,545 596,085
31 Pumping Equipment 390,000 105,612 495612 10.00% 49,561 24,781 470,831
320 Treatment Equipment 250,000 67,700 317,700 3.60% 11,437 5719 311,981
33 T&D Mains 15,000 4,062 19.062 2.00% 381 191 18,871
338 Miscellaneous* 193,875 52,501 246,376 5.00% 12,319 6,150 240,217
Total $ 1,343875 $ 363,921 § 1,707,798 $ 90080 § 45030 § 1,662,766
East Road Water Main
331 T&D Mains 5 215461 § 58,347 §% 273,608 2.00% $ 5476 § 2738 § 271,070

Total 3 215461 § 58,347 § 273,808 $ 6476 § 2738 § 271070

Manchester Water Works - MSDC fees

307 Wells $ 892500 $ 882,500 330% § 29453 $ 14726 $ BT7774

$ 892500 § 892500 $ 20453 & 14726 $ 877,774

Total $ 4963237 $ 1102356 § 6.065593 $ 257453 $ 128729 $ 5936864
SPSt. Cyr
1/10/2020
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Hampstead Area Water Company SP5-9

SNHRWIP Financing

CIAC / Accumulated Amortization of CIAC / Amortization of CIAC

PUC Amort. Amort. of Accum Net
Acct, No. Description Costs Rate CIAC Amort. CIAC
Chleramines Conversion Facility

304 Structures $ 473,333 250% $ 11833 § 5917 3 467416

311 Pumping Equipment 246,667 10.00% 24,667 12,333 234,334

320 Treatment Equipment 396,667 3.60% 14,280 7,140 389,527

33 T&D Mains 123,333 2.00% 2,467 1,233 122,100

Total $ 1,240,000 $ 53247 § 26,6823 & 1,213,377
Main St. Pressure Reducing Station

304  Structures $ 310,000 250% $ 7750 $ 3875 % 306,125

311 Pumping Equipment 250,000 10.00% 25,000 12,500 237,500

331 T&D Mains 15,000 2.00% 300 150 14,850

339 Miscellaneous 133,875

Total $ 708,875 $ 33050 % 16525 $ 558,475
Shannon Road Water Main
a3 T&D Mains $ 542,526 200% $ 10851 $ 5425 % 537,101
335  Hydrants 20,000
Total $ 562526 $ 10851 & 5425 § 537,101
Westside Drive Booster Station & Treatment Facility

303  Easement Dees $ 20,000 500% $ 1,000 % 500 % 19,500

304 Structures 475,000 2.50% 11,875 5,938 469,063

311 Pumping Equipment 390,000 10.00% 39,000 19,500 370,500

320 Treatment Equipment 250,000 3.60% 9.000 4,500 245,500

331 T&D Mains 15,000 2.00% 300 150 14,850

339 Miscellaneous™* 193,875 5.00% 9,694 4,847 189,028

Total $ 1,343,875 $ 70869 $ 35434 $ 1,308,441

East Road Water Main
331 T&D Mains $ 2154861 2.00% % 4309 § 2155 § 213,308
Total $ 215461 3 4309 % 2155 § 213,306
Total $ 4070737 $ 172325 § 886.163 §_ 3830699

SPSt. Cyr
1/10/2020
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Hampstead Area Water Company

SNHRWIP Financing

Property Taxes

Total Project Costs

Accumulated Depreciation

Net Plant

Thousand Dollars of Assessed Value

Tax Value as % of Net Book Value

Combined State anc Local Property Tax Rate
State and Local Property Taxes

Combined State and Local Property Tax Rate:

State
Local

Total

SPSt. Cyr
1/10/202C

SPS-10
Main St. Weslside
Chloraminas Fressure Booster Total

Conversion Reducing Shannen Rd. Treatment East Rd. MWW Projected

Eacility Station Main ili Main MSDC fees Cosis
$ 1675792 § 900838 $ 714858 § 1,707,796 $ 273,808 § 802500 $ 6,065593
33,833 25,2563 7,149 45,030 2,738 14,726 128,729
$ 1541950 § 875,585 § 707,709 § 1662766 % 271070 % 877,774 $ 5936,864
£ 1642 § 876 § 708 § 1663 3§ 271 % 878 § 5,937
43.52% 43.52% 43.52% 43.52% 43.52% 43.52% 43.52%
$ 2266 % 2266 % 2266 § 2266 % 2266 § 2266 % 22.66
$ 15206 $ B.635 § 6,978 % 16,398 § 2673 3 8,656 % 58,547
5 GB0 % 6.60 § 660 3 660 % 6.60 § B.60 § 6.60
16.06 16.06 16.06 16.06 16.08 16.06 16.06
3 2266 5 2266 § 2266 8 2286 § 2266 3§ 2266 8 22.66
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Hampstead Area Water Company

SNHRWIP Financing

Source and Use of Funds

Source of Funds

State of NH Grant

State of NH Loan for tax on State of NH CIAC
Town of Salem CIAC

Town of Plaistow CIAC

Bank Loan for MSDC fees

Owner's Additional Paid in Capital

Total Source of Funds
Use of Funds

SNHRW infrastructure
Tax on State of NH CIAC
Shannon Road water main
East Road water main
MWW MSDC fees

Total Use of Funds

SPSt. Cyr
171072020

SPS-11

019

$ 3,292,750
1,102,356
562,526
215,461
392,500
500,000

6,065,593

$ 3,292,750
1,102,356
562,626
215,461
892,500

$ 6,065,593
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Hampstead Area Water Company

SNHRWIP Financing

Estimated Cost of Financing

2019 Financing Costs

State of NH Grant

State of NH Loan

Bank Loan Fees

St. Cyr & Associates

Lewis Builders Development
Total Estimated Financing Costs

SPSt. Cyr
1/10/2020

SP$-12

$ -
5,000
4,000
— 6,000
15,000
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HAMPSTEAD AREA

54 SAWYER AVENUE, ATKINSON, NH 03811

WATER COMPANY, INC

January 31, 2020

VIA EMAIL ONLY

Christopher R. Tuomala, Esq.
NH Public Utilities Commission
21 S. Fruit Street, Suite 10
Concord, NH 03301-2429

RE:  Hampstead Area Water Company, Inc.
DW 19-147 — Answers to Staff Data Requests — Set 4

Dear Attorney Tuomala:

TEL: 603.362.4299 FAX: 603.362.4936
www.hampsteadwater.com

Pursuant to NH Code PUC 203.09, please find attached, the Company’s Answers to Staff Data

Requests-Set 4, regarding the above referenced docket.

If you have any questions, please don’t hesitate to contact us.

Very truly yours,
/
Id
AA/ljs

/
Antlfony Augeri, Esq.
heral Counsel
enclosures

ek DW 19-147 Service list electronically

\thawc02\HAWC-Data'Legal HAWC\DW-19-147 Financing Pet for SNH Water Project'Correspondence'Letter to Atty Tuomala with data request answers set 4 - 01-31-2020 docx
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 4
ANSWERS

Date request received: 01/21/2020 Date of Response: 01/31/2020
Staff 4-1 Witness: Stephen P. St.Cyr

Staff 4-1

Re: Company’s response to Staff 3-7: Based on the Company’s response, it appears the CIAC
tax on the $215,461 amount indicated as contributed by the Town of Plaistow would be $57,179,
as follows:

($215,461 — (($215,461 + 25) +2)) x .2708 = $57,179

However, Exhibit 2-1 of the Company’s response to Staff 2-1 indicates that the CIAC tax
associated with the East Road Water Main contributed by the Town of Plaistow to HAWC is
$121,015. (Note: Staff calculates this is indicative of a CIAC contribution from Plaistow of
$456,000).

Please provide a detailed explanation for the $63,836 difference between the CIAC tax indicated
on Exhibit 2-1 of $121,015 and the calculated CIAC tax of $57,179.

Response 4-1

The Company concurs with Staff’s calculation of the CIAC tax on the contribution from the Town
of Plaistow. The Company updated the response to Staff 2-1. See responses to Staff 3-7i.
indicating that “$215,460.83 is the estimated value of the portion of the East Road Water Main to
be contributed by the Town of Plaistow.” Also, see response to Staff 3-8b indicating “See Revised
Exhibit 2 dated 1-10-2020 attached.” The attachment shows $215,460.83.
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DW 19-147
HAMPSTEAD AREA WATER COMPANY, INC.
PETITION FOR APPROVAL OF DWGTF FINANCING AND BANK FINANCING
ANSWERS TO STAFF DISCOVERY REQUEST - SET 4
ANSWERS

Date request received: 01/21/2020 Date of Response: 01/31/2020
Staff 4-2 Witness: John Sullivan

Staff 4-2

Re: Company’s response to Staff 3-9: Given the remaining unknowns relative to the Company’s
proposed MSDC loan of $392,500, would the Company be open to filing a motion requesting that
the Commission bifurcate its consideration of that loan from its consideration of the proposed
$1,204,815 CIAC tax loan in the instant docket. (An example of such motion may be found at:
https://www.puc.nh.gov/Regulatory/Docketbk/2017/17-183/MOTIONS-OBJECTIONS/17-
183_2018-01-10_ PWW_MOTION BIFURCATE.PDF .) Such may enable the Commission to act
on the CIAC tax loan before the Company finalizes the terms and conditions of the MSDC loan
through either the DWGTF or Pentucket Bank. Please comment.

Response 4-2

Yes, the Company is open to filing a motion to bifurcate similar to the one filed in docket DW 17-
183 to make consideration of the proposed MSDC loan subject to a separate commission order.
The Company will file such a motion in the next 10 days.
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NHDES Response to Questions from the Public Utilities Commission (PUC)
Prepared by Erin Holmes
December 3, 2019

Hi Mike and Erin:

The Commission received a filing from Hampstead Area Water Company (HAWC) requesting approval
for a couple of financings related to Phase | of the Southern NH project. Specifically, HAWC requested
approval for a loan of $1,204,815 related to the anticipated CIAC Tax incurred from Phase | as well as a
loan of $392,500 related to a partial amount of the MSDC associated with the project. Staff was looking
for some clarification regarding some of the facts surrounding HAWC’s request.

With regard to the CIAC Tax loan of $1,204,815 authorized from the Drinking Water and Groundwater
Trust Fund (DWGTF), could you please clarify or confirm the following:

1) HAWC provided the following loan terms. Could you please confirm these terms?

a) Amortization — 25 years
NHDES response - HAWC would be approved for a 25-year loan term on the CIAC tax.

b) Interest Rate — 2.97%
NHDES response - The interest rate was set on the Bond Buyer’s Weekly 11-Bond GO index
for August 1, 2019 and is 2.96%.

c) Interest Payments will commence 6 months following substantial completion of the project.
(Could you please clarify the interest rate of the interest only payments?)
NHDES response — The interest rate would be the 2.96%. This is very similar to the loan
amortization schedules for the State Drinking Water State Revolving Fund loan program.

d) Principal and Interest payments will commence one year following substantial completion of
the project.
NHDES response — Yes. Please note, contrary to a typical construction loan, NHDES
anticipates the disbursement of the loan funds and the loan closing to occur in rapid
succession.

2) Insupport of how the CIAC Tax loan amount of $1,204,815 was calculated, the Company
provided the attached worksheet prepared by Weston & Sampson. After Staff reviewed this
worksheet, it had a number of questions. Could you please shed some light on the following
items contained in the worksheet?

a) The Project Total indicated on the worksheet appears to actually sum to an amount of
$4,881,065 instead of $5,041,064; a difference of approximately $160,000. Please explain.

NHDES response - $160,000 was previously authorized for design and bidding from the
MIBE Settlement Funds. These funds are essentially grant funds and are a direct
reimbursement of costs incurred.

b) The worksheet indicates that one of HAWC’s Phase | Components is a “Westside Drive /
Main St Contingency [sic] (15%)” for $258,750.
i. Please provide further explanation regarding this project or line item as listed on the
worksheet.
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c)

d)

NHDES response — This is a construction contingency in order to have a conservative
estimate for requesting grant funds. NHDES cannot comment on what is considered CIAC
but our understanding is the tax is applicable to the asset and would be adjusted if the project
was below the estimated cost or above.

ii. The Company’s filing indicates that HAWC will be undertaking a main replacement
project on Shannon Road for the same estimated cost of $258,750. Please clarify
whether the project indicated in the Company’s filing (Shannon Road) for $258,750 is
one and the same as the item indicated on the worksheet (Westside Drive / Main St
Contingency) for the same amount.

NHDES response — NHDES is not aware of a main replacement on Shannon Road and
cannot comment whether or not HAWC is undertaking additional work. As part of the
Southern New Hampshire Regional Water Project, the Town of Salem constructed new
water mains in the Shannon Road area to connect the Salem water distribution system
with the HAWC water distribution system. Per the Southern Interconnect Agreement
(““SIA”), HAWC will take ownership of one of these mains, which will become part of
HAWC’s water distribution system (see item 2.d.i. below). NHDES cannot comment as
to why the estimated cost for this water main in HAWC?’s filing is the same as the item
indicated as Westside Drive / Main St Contingency in the worksheet. The Shannon
Road Area Water Main project is complete and HAWC should be able to provide the
PUC with the actual cost of the portion they will own.

The HAWC Construction & Contingency CIAC Tax line item indicated on the worksheet as
$929,813 actually calculates to an amount of $886,613 ($3,283,750 @ 27%); a difference of
$43,200. Please explain. (Note: $43,200 + 27% = $160,000. See (a))

NHDES response — The difference is correct. The $160,000 was previously authorized as
explained above putting the total project cost at $3,443,750 (x 27% = $929,813). NHDES
does not have the expertise to comment as to what is actually taxable (engineering vs. capital
equipment) under the CIAC tax. Perhaps the applicant could provide more detail in that
regard.

The worksheet indicates a CIAC Tax amount of $151,882 relative to the “Shannon Road
Water Main (bid by Salem)” project:
i. It appears this would indicate that the Town of Salem will be undertaking this project at
a cost of $562,526 ($151,882 + 27%) and then contributing it to HAWC. Please clarify
and explain this project as it pertains to HAWC.

NHDES response — This is correct. Per the Southern Interconnect Agreement (SIA)
executed in April 2019, Salem was responsible for designing and constructing the
Shannon Road area water main portion of the project, which included two new water
mains needed to connect the Salem water distribution system to the HAWC water
distribution system. Per the Agreement, the Town of Salem will be giving one water main
(approximately 2,500 linear feet) to HAWC to own, operate, and maintain as part of the
HAWC water distribution system.
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Salem constructed both mains as part of a single construction project because the mains
were mostly parallel to each other in the same road, so there was an economy of scale
constructing both as part of a single project even though one of the mains is part of
HAWC’s system. The Shannon Road Area Water Main project is complete, so HAWC
should be able to provide the PUC with the actual cost of the portion they will own.

Please confirm that HAWC will be responsible for paying the CIAC Tax if this project
is, in fact, intended to be a contribution from the Town of Salem.

NHDES response — NHDES cannot comment as to what is taxable under the CIAC tax.
The Shannon Road portion of the project will be a contribution from Salem to HAWC and
the work will be paid for through the Town of Salem’s grant from the Drinking Water and
Groundwater Trust Fund. It is NHDES’ opinion that the applicant (HAWC) should
provide further explanation on this request for clarification and/or seek guidance from
legal counsel that specializes in tax law.

The Company’s filing appears to indicate that HAWC (not the Town of Salem) will be
responsible for the construction of the Shannon Road project for an estimated cost of
$258,750. Please clarify and explain.

NHDES response — If this is in reference to the PUC comment 2.b.ii above, NHDES
cannot comment on additional work and costs that are included in the filing. If this
cost is referring to $258,750 engineering contingency (15%) the work is described in
the SIA and HAWC is responsible for design, construction, and maintenance of:

e New meter station with pumps and chemical feed on Westside Drive

e Approximately 600 linear feet of water main in Westside Drive from the new

meter station to the existing HAWC water system.
e Upgrades to a pressure reducing valve along Main Street

e) The worksheet indicates a CIAC Tax amount of $123,120 relative to an “East Road Water
Main (bid by Plaistow)” project. It would appear this indicates that the Town of Plaistow will
be undertaking this project at a cost of $456,000 ($123,120 + 27%) and then contributing it to
HAWC.

Please confirm and explain.

NHDES response — Similar to the case of Shannon Road with Salem, per the SIA, the
Town of Plaistow is responsible for designing and constructing the East Road water
main portion of the project to connect the HAWC water distribution system to the Town
of Plaistow water distribution system. Plaistow will transfer to HAWC the portion of
the water (approximately 1,500 linear feet) between the terminus of HAWC’s existing
water distribution system and a pump station that Plaistow will construct near the
Atkinson/Plaistow town line.

Please confirm that HAWC will be responsible for paying the CIAC Tax if this project
is, in fact, intended to be a contribution from the Town of Plaistow.
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NHDES response — Same response as comment 2.d.ii above. NHDES cannot comment as
to what is taxable under the CIAC tax law.

With regard to the MSDC loan of $392,500, could you please clarify or confirm the following:
3) Inaletter dated August 16, 2019 from Erin to HAWC, she states, “the Commission has deferred
the decision to award [the MSDC] loan request for $392,500 until a later date.” HAWC
subsequently communicated to Staff that the Commission tabled this item at an earlier meeting

due to time constraints but HAWC anticipates that this loan will be considered at a subsequent
Commission meeting in either November or December.

NHDES response — As of December 2, 2019, this item is still tabled by the Commission.
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