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RE: DW 20-157 Pennichuck Water Works, Inc.
Petition for Approval of Bond and Fixed Asset Line of Credit Financing
Staff Recommendation RE Bond Financing Component, Revision

Dear Ms. Howland:

Staff is submitting a revised recommendation to replace the original regarding the Bond
Financing component of Pennichuck Water Works, Inc.’s (PWW or the Company) financing. In a
February 3, 2021 e-mail response to Staff’s original recommendation, Larry Goodhue, CEO at the
Company, notified Staff that Hilltop Securities (Hilltop) would be issuing the bonds in 2021 and,
most likely, throughout the five-year plan of financing. In its original recommendation, Staff had
stated that B.C. Ziegler and Company (Ziegler) would likely be the firm issuing the bonds. In his e-
mail, Mr. Goodhue explained that PWW’s primary investment banker “moved over” from Ziegler
to Hilltop in very late 2020. In that e-mail, Mr. Goodhue informed Staff that PWW had referenced
Hilltop in its response to Staff 4-7.

Mr. Goodhue indicated, in PWW?’s response to Staff 4-7, that it “is nearly certain that it
would be using Hilltop Securities to issue its bond for April 2021, and most likely for the years
immediately following...because [its] primary investment banker at Ziegler was recruited to join
Hilltop in late 2020.” In his February 3™ e-mail, Mr. Goodhue confirmed, that, indeed, the
Company would be using Hilltop to issue bonds in 2021, and likely throughout the five-year
issuance period.

Staff revised its recommendation to reflect the above information.
If you have any questions concerning this matter, please do not hesitate to contact me.

Sincerely,
/s/ David Goyette

David Goyette
Utility Analyst I1I, Gas-Water Division
cc: Service List
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New Hampshire Public Utilities Commission
21 South Fruit Street, Suite 10

Concord, NH 03301

RE: DW 20-157 Pennichuck Water Works, Inc.
Petition for Approval of Bond and Fixed Asset Line of Credit Financing
Staff Recommendation for Approval of Bond Financing Component, Revised

Dear Ms. Howland:

The purpose of this letter is to provide Staff’s recommendation regarding the Bond
Financing component of Pennichuck Water Works, Inc.’s (PWW or the Company) petition for
financing. Staff recommends the Commission approve PWW?’s request for authorization to issue
up to $57.5 million in aggregate tax-exempt bonds and/or other taxable indebtedness for
issuances during the years 2021-2025, and respectfully requests that approval be granted as soon
as possible.

Procedural Background

On September 24, 2020, PWW filed a petition (Petition), pursuant to RSA 369:1-4,
requesting authority to (1) renew its fixed asset line of credit (Line of Credit Renewal) and (2)
issue up to $57.5 million, in the aggregate, of tax-exempt bonds, taxable bonds (collectively,
Bonds), and/or Bond Anticipation Notes (Notes) (collectively, Bond Financing). On November
6, the Commission granted a motion to bifurcate the investigation of the Line of Credit Renewal
and the Bond Financing. This letter pertains to the Bond Financing component of the Petition.'

The Petition was accompanied by the direct testimony of PWW’s Chief Executive
Officer, Larry D. Goodhue, along with supporting financial schedules and financing
authorizations from the boards of directors of PWW and Pennichuck Corporation (Penn Corp),
PWW’s parent. On November 18, PWW filed a copy of the City of Nashua’s (the City)
authorization for PWW to proceed with the financing. On January 11, 2021, Staff propounded

! The Fixed Asset Line of Credit component was approved in Order No. 26,442, issued on December 29, 2020 in
Docket No. DW 20-157.

002



DW 20-157

discovery to PWW regarding its proposed Bond Financing, to which the Company provided
responses on January 20.

Bond Financing

PWW requests approval and authority to issue up to $57.5 million in Bonds and/or Notes.
According to the Petition, the Bonds would be unsecured, have a term not exceeding 30 years,
and a fixed rate of interest between 3.5% and 4.0%. On January 20, 2021, Mr. Goodhue
confirmed that PWW still expects the rate to fall within that range.’

In his pre-filed testimony, Mr. Goodhue pointed out that if PWW gets a credit rating
enhancement as part of its bond issuance process, the interest rate could improve. Mr. Goodhue
stated that PWW was assigned an S&P bond rating of “A” with a “negative outlook™ at the time
of its April 2020 bond issuance, which the Company maintained at the time of its subsequent
bond issuance in September 2020. During a technical session held on November 6, 2020, PWW
reported that it continues to retain that same bond rating. The Petition states that Notes would
also be unsecured and have a fixed interest rate, and a term of 12 to 15 months, during which
they could be aggregated with the following year’s annual bond issuance.

Mr. Goodhue discussed the covenants for the proposed Bonds, stating that the new debt
would be issued under the Loan and Trust Agreement* adopted for the Company’s 2014 and
2015 tax-exempt bond financings and all subsequent bond issuances. In response to Staff 4-4,
Mr. Goodhue confirmed that the underlying terms for the proposed Bonds are the same as those
of the bonds issued in 2014, 2015, and for those in the financings approved in DW 17-183,
which pertained to bonds issued in 2018, 2019, and 2020.

Mr. Goodhue stated that if tax-exempt bonds are issued, they will be Private Activity
Bonds (PABs) issued through the New Hampshire Business Finance Authority (NHBFA). He
said the NHBFA has already given its approval to the proposed bonds, and that approval by the
New Hampshire Governor and Executive Council is still required. Mr. Goodhue explained that
PABs would be issued as one or more series under the 2014 Loan and Trust Agreement between
the NHBFA, PWW, and a trustee, and would be subject to the covenants contained in that
agreement. He added that such covenant requirements align well with PWW?’s current capital
and rate structures. Mr. Goodhue stated that all payments of principal and interest on the PABs
would be limited obligations of the NHBFA and would be payable solely from payments made
by PWW. Further, he said PABs would not be general obligations of the State of New
Hampshire (State), and neither the general credit nor the taxing power of the State or any
subdivision thereof, including the NHBFA, would secure payment of any obligation under the
bonds.

2 PWW’s responses to the requests in that discovery, designated as Staff Data Requests — Set 4, are attached to this
letter.

3 PWW response to Staff 4-1.

4 The Loan and Trust Agreement, dated December 1, 2014, was attached to PWW’s response to Staff 1-11 as
Exhibit LDG-7. Except for responses to Staff Set 4, all PWW data request responses are attached to Staff’s
Recommendation regarding the Line of Credit, dated December 11, 2020.
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The Petition states that the cost to issue Bonds and/or Notes, including legal and
underwriting fees, is expected to be approximately $1.75 million in the aggregate during the five-
year bond issuance period. PWW pointed out that the actual cost of issuance will depend upon
the final structure of the proposed financings, including whether the Bonds are issued as tax-
exempt or taxable instruments. Mr. Goodhue stated that issuance costs would be financed
through funds from the Bond Financing and that PWW intends to amortize those costs on a
straight-line basis over the term of the newly issued bonds.

Based on its current credit rating and the bond market’s previous willingness to purchase
its 2014 through 2020 bonds without a Debt Service Reserve Fund (DSRF)’, PWW does not
anticipate that its proposed Bond issuance will require a DSRF. In response to a Staff inquiry,
Mr. Goodhue further explained that the Company was advised by its investment bankers and
legal experts that a DSRF would not be required based on (1) current laws and regulations, (2)
the terms of the Company’s existing Bond Purchase Agreement,’ (3) all associated issuance
documents for its bond offerings, and (4) due to the Company’s credit rating.’

The Bonds, according to the Petition, are part of the Company’s overall plan of financing
scheduled for the period beginning on or around April 2021 and ending on or around April 2025.
The Petition states that the purpose of the Bond Financing is to allow the Company to pay down
its line of credit purchases for 2020 to 2024 capital improvements that are eligible for recovery
through PWW’s Qualified Capital Project Adjustment Charge (QCPAC) mechanism.® The
QCPAC mechanism enables PWW to make necessary capital improvements to its systems while
maintaining sufficient cash flow to meet debt service and operating requirements. Pennichuck
Water Works, Inc., Order No. 26,298 at 7 (October 9, 2019). The Commission “reviews and
approves the proposed surcharge so that PWW may begin recovery of the debt service and
property taxes associated with completed projects.” Id. To be eligible for the QCPAC surcharge,
the prior year’s capital projects must be financed by debt approved by the Commission.
Pennichuck Water Works, Inc., Order No. 26,070 at 8-9 (November 7, 2017).

Mr. Goodhue referred to exhibit LDG-3, which shows a financial projection for a 30-year
bond repayment period. The projection, he said, was based on allowed revenue increases using
the methodology established in orders issued in PWW’s prior two rate cases’ and,
conservatively, a Bond interest rate of 5.0%.

In response to Staff Data Request 4-2, Mr. Goodhue provided the projected impact of the
proposed financing on an average residential customer’s bill. Based on forecasted annual capital
expenditures funded by the proposed Bond Financing during the 2021 to 2025 issuance period
and assuming a conservative, 5.0% interest rate on the bonds, the impact on an average single-

5 A debt service reserve fund is a separate account which may be held in trust and used to pay principal and interest
payments on a bond or note, Such accounts reduce non-payment risk to the lender and may have minimum funding
requirements based on the amount of the obligation.

¢ The existing Bond Purchase Agreement and related financing documents were included as attachments to PWW
response to Staff 4-5.

"PWW response to Staff 4-3.

8 See Order No. 26,442 (December 29, 2020) (approving PWW’s $12 million line of credit with TD Bank through
June 30, 2023).

9 Order Nos. 26,070, issued on November 7, 2017 in DW 16-806 and 26,383 issued on July 24, 2020 in DW 19-084.

004



DW 20-157

family bill are increases ranging from $0.72 to $1.39 annually (6.0¢ to 11.6¢ monthly), or 1.3%
to 2.5%, in 2021 and 2025, respectively. The cumulative impact on those bills by the end of the
of the five-year issuance period in 2025 would be $5.68 annually (47.3¢ monthly), or 10.2%.

In his testimony, Mr. Goodhue described and provided the status of the various approvals
required. Mr. Goodhue reported that the boards of both PWW and Penn Corp have granted
preliminary approval for the financing and provided authorization for management to pursue all
steps necessary to complete the transaction.!” Further, he said Penn Corp’s board would also
approve the final structure and terms of the financing, as well as other material documents and
agreements, when those documents are finalized. The City, sole owner of both Penn Corp and
PWW, gave its authorization for the financing on October 27, 2020.!!

In a February 3, 2021 e-mail correspondence, Mr. Goodhue notified Staff that the
Company would be using Hilltop Securities as its underwriter. Mr. Goodhue had earlier stated in
his testimony that PWW was working with B.C. Ziegler and Company (Ziegler) to develop the
structure and terms of the annual Bond Financings, and that it anticipated Ziegler would be the
underwriter for annual issuances of the Bonds and/or Notes. At the time of his response to Staff
4-7, however, Mr. Goodhue indicated the Company “is nearly certain that it would be using
Hilltop Securities to issue its bond for April 2021, and most likely for the years immediately
following...because [its] primary investment banker at Ziegler was recruited to join Hilltop in
late 2020.'% In his February 3™ e-mail, Mr. Goodhue confirmed that, indeed, the Company
would be using Hilltop to issue bonds in 2021 and likely through the five-year issuance period.

In its Motion, PWW stated that Commission approval of the Bond Financing would be
necessary in early 2021 in order for it to issue bonds in April 2021."* During a technical session
held on October 7, 2020, the Company was more specific in indicating that approval of the Bond
Financing component of its requested financing is desired by early-February.

Staff Analysis

Pursuant to RSA 369:1, public utilities engaged in business in this state may issue
evidence of indebtedness payable more than 12 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 ensure the public good is protected. 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).

19 Copies of the approval actions can be found at Petition 52-54.
1 Per PWW filing on November 18, 2020.

12 PWW response to Staff 4-7.

13 PWW Motion to Bifurcate at 2, filed on October 14, 2020.
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Staff, however, maintains that the Bond Financing is routine. See 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).” First, the impact
of the Bond Financing, with an increase on an average residential customer bill ranging annually
between 1.3% to 2.5%, appears reasonable and should not have an a material adverse impact on
ratepayers. Staff believes this range of increase would have an indiscernible impact on rates.

Second, Staff recognizes the routine nature of the Bond Financing, as the conversion of
the line of credit capital investment expenditures into long-term debt is an integral part of
PWW’s QCPAC. The Company’s all-debt capital structure requires an annual rate increase
through the QCPAC in order to provide adequate cash coverage to remain solvent.'*

Third, Staff notes that the Commission found the Company’s prior bond financing
request, which is very similar to the instant request, routine. See Pennichuck Water Works, Inc.,
Order 26,101 (February 2, 2018) (finding the previous financing, a $32.5 million bonding, for a
term of three years, with projected interest rates of 4.5% to 5.0 %, routine). As such, Staff
reviews the Bond Financing as a routine request.

Staff has thoroughly reviewed and supports PWW?’s proposed Bond Financing as
presented in its filing. The procurement of this financing will enable the Company to issue tax-
exempt or taxable bonds with repayment terms and financial covenants which are aligned with
PWW’s current, all-debt, capital structure resulting from its acquisition by the City as approved
by Commission Order No. 25,292 (November 23, 2011) in DW 11-026. The proposed financing
is also consistent with the ratemaking structure approved by the Commission in Order No.
26,070, including implementation of the QCPAC process. In addition, the debt maturities within
the structure of the proposed Bond Financing would be closely aligned with the useful lives of
the assets being financed.

Staff contends that the Bond Financing allows PWW to fulfill its duty to provide safe and
adequate water service in accordance with RSA 374:1, as the proceeds are used to repay the line
of credit used for necessary capital investments. The Company noted PWW “only makes
investments in capital projects in order to meet regulatory requirements for water quality and
supply standards, and to replace aging infrastructure that is needed to meet these standards, and
the Company’s overall mission to provide clean, safe drinking water.”!?

Staff concludes that PWW has demonstrated that the proposed Bond Financing is
appropriate, and that the financing is consistent with the public good and should be authorized,
pursuant to RSA 369:1 and RSA 369:4. Furthermore, Staff concludes that the Bond Financing is
consistent with PWW's duty to provide safe and adequate water service, per RSA 374:1, and
allows the Company to continue making investments in the ordinary course of utility service.
Therefore, Staff recommends the Commission approve the Bond Financing for issuances during
the years 2021 through 2025. Further, the Staff respectfully recommends that the Commission

14 “PWW has a unique ratemaking structure because it is funded entirely through debt issuances, and does not have
access to equity markets.” Pennichuck Water Works, Inc., Order No. 26,442 at 1 (December 29, 2020)
IS PWW response to Staff 4-8.
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issue an order approving the Bond Financing as soon as possible so as to enable the Company to

close on the financing by April of this year.
If you have any questions concerning this matter, please do not hesitate to contact me.

Sincerely,
s/ Pavid Govette

David Goyette
Utility Analyst III, Gas-Water Division

Attachment: PWW Response to Staff Set 4 Requests.

cc: Service List
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Attachment to Staff Recommendation

Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-1 Witness: Larry D. Goodhue

REQUEST: Mr. Goodhue indicated that, as of the date of his testimony, filed on September
24, 2020, the interest rate on the bonds could be between 3.5% and 4.0% per annum (Bates 3).
What does PWW currently anticipate the interest rate on the bonds will be?

RESPONSE:

Based upon information acquired by the Company from its investment bankers, the following is
known at this time, as it relates to prevailing bond rates for either A rated or A+ rated bonds (per
the Standard and Poors rating scale).

Currently, it is anticipated that the Company could issue bonds into the marketplace at its current
A rating, at a rate approximating 2.94%, and if its bond rating was enhanced to an A+ rating,
approximating 2.91%. These rates are specific to Pennichuck’s current rating, structure and the
bonds being issued subject to AMT (Alternative Minimum Tax features attached to the bonds
issued).

Considering the market trends for the trailing 5 years, which is the best proxy at this time, for
which sensitivity can be applied to what the rates could be over the next 5 years, the following
data is known. It is important to note that this data is based upon general market rates for both A
and A+ rated bonds and is not specific to Pennichuck’s own issued rates.

A Rated Issuances A+ Rate Issuances
5 year low 2.69% 2.66%
5 year high 4.02% 3.97%

Based upon all of this data, it is currently anticipated that the bonds to be issued under this Plan
of Financing in the next five years could possibly be issued somewhere between 3.0 - 4.0%, as a
conservative range of rates based upon the 5 year historic lows and highs in the table above.
However, it is also important to note, that current economic, political, and other factors will have
a bearing on the bond markets, outside the control of the Company. Overall bond rates have
remained historically low for a number of years now; however, the Company believes it would
be imprudent to expect that rates will continue to adjust lower or remain at these historically low
levels going forward for the factors cited above. As such, the Company conservatively expects
that the bonds would be issued (on average) over the five years of this Plan of Financing in the
3.5 -4.0% range, as originally cited.
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Attachment to Staff Recommendation

Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-2 Witness: Larry D. Goodhue

REQUEST: What is the projected percentage and absolute dollar impact of the proposed
Bond Issuance on an average residential customer bill. When preparing this projection, assume
average monthly water consumption by the customer and use a worst case scenario, including
that the interest rate on the bonds is 5.0% and the full amount of the allowed issuance occurs
in June of 2021. Provide any spreadsheets and/or schedules used to compute this information.

RESPONSE:

Attached to this response is the calculation requested, with one adjustment. The adjustments to
rates are not shown and calculated as if the entire issuance occurs in June 2021. The Company
does not have the borrowing capacity or ability to issue the bonds all at once in June 2021. The
Company is limited at an annual issuance level of $12 million, as that is the annual borrowing
limit on its Fixed Asset Line of Credit with TD Bank, NA. If the Company issued all of the
bonds at once in June 2021, it would not have rates sufficient in its current rate structure and
under the QCPAC program to receive cash needed to service the issued bonds. As such, it would
therefore result in a violation of the covenants for the bonds and potentially place the Company
in a position of insolvency.

In lieu of the requested impact calculation the Company has attached a schedule to this response
that shows the impact annually and in the aggregate of issuing the bonds at annual increments in
line with its existing budgets and forecasts for the CAPEX that the bonds are needed for. This
schedule is attached hereto as Exhibit DR4-2. This impact calculation includes the rate impact
shown at a 5% bond interest rate; as well as those impacts at both the 3.5% and 4.0% levels
offered as the current anticipated “collar” around issued rates.

Additionally, this attached schedule shows a total drawdown on the facility below the overall
capacity approved by the NHBFA, and as included in this docket, based upon current budgets
and forecasts for the following five years of issuances. The overall capacity requested in the
NHBFA approval and this financing petition, allows for the possibility that bonds are issued at a
premium, for which the excess capacity approval is needed, but for which the effective interest
rates would come back in line with the proforma interest rate calculations included, due to the
amortization of the premium over the lives of the issued bonds.
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Exhibit DR 4-2 in Response to Staff 4-2

QCPAC Surcharge Year -----------

Proforma Capex to be bonded "¢ a2

Add: estimated/allocated Cost of Issuance per bond offering:
estimated cost of underwriters discount
estimated NHBFA issuance cost
estimated fixed cost of issuance (legal,
documentation, credit rating, etc) "3
Subtotals

Total Estimated Bondable Amounts "*'**

Estimated Level Annual Debt Service for 30 years (including
DSRR 1.0 and DSRR 0.1) to be included in rates as a QCPAC
Surcharge on existing allowed revenues
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Approved Revenue Requirement from DW 19-084

Annual Impact on Rates as a percentage of Approved
Revenue Requirement from DW 19-084
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Cumulative Impact on Rates as a percentage of Approved
Revenue Requirement from DW 19-084
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Average Single Family monthly bill with rates approved in
DW 19-084 (from customer impact page of 1604.06
schedules)

Annual Impact on Average Single Family monthly bills
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Cumulative Impact on Average Single Family monthly bills
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Attachment to Staff Recommendation

Total for 5 year

Plan of
2021 2022 2023 2024 2025 Financing

5,994,000 $ 11,374,000 $ 10,337,000 $ 9,832,000 $ 12,000,000 $ 49,537,000
47,952 90,992 82,696 78,656 96,000
45,000 85,300 77,500 73,700 90,000
185,000 190,000 195,000 200,000 205,000

277,952 366,292 355,196 352,356 391,000 1,742,796

6,271,952 11,740,292 $ 10,692,196 $ 10,184,356 12,391,000 $ 51,279,796
$448,799 $840,095 $765,097 $728,758 $886,658
$375,116 $702,169 $639,484 $609,111 $741,087
$398,978 $746,836 $680,164 $647,859 $788,230
$35,819,774 $35,819,774 $35,819,774 $35,819,774 $35,819,774
1.3% 2.3% 2.1% 2.0% 2.5%
1.0% 2.0% 1.8% 1.7% 2.1%
1.1% 2.1% 1.9% 1.8% 2.2%
1.3% 3.6% 5.7% 7.8% 10.2%
1.0% 3.0% 4.8% 6.5% 8.6%
1.1% 3.2% 5.1% 6.9% 9.1%
$55.65 $55.65 $55.65 $55.65 $55.65
$0.72 $1.28 $1.17 $1.11 $1.39
$0.56 $1.11 $1.00 $0.95 $1.17
$0.61 $1.17 $1.06 $1.00 $1.22
$0.72 $2.00 $3.17 $4.34 $5.68
$0.56 $1.67 $2.67 $3.62 $4.79
$0.61 $1.78 $2.84 $3.84 $5.06

Note 1: Amounts included for years 2021 thru 2024 are taken from Schedules to be filed in February 2021 in support of the FY 2020 Capex Additions and Budgeted/Forecasted

Capex for 2021-2023 (rounded to nearest $1,000).

Note 2: Amount included for 2025, based upon schedule submitted with application for approval to the NHBFA for this plan of financing, capped at $12 million FALOC limit.
Note 3: Amounts based upon historical data for annual bond issuances, including a conservative 2.5% annual inflation factor.
Note 4: Amounts are specified as "estimated" as the annual plan for Capex is adjusted each year as the Capex budget is realigned for necessary and prudent capital projects to be
undertaken in the following year, and estimated to be undertaken in the 2 "out years" as a part of the Company's internal budgeting and approval process, and the annual QCPAC

filing with the Commission.

Exhibit DR4-2
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Exhibit DR 4-2 in Response to Staff 4-2

QCPAC Surcharge Year -----------

Proforma Capex to be bonded "' *2"#2

Add: estimated/allocated Cost of Issuance per bond offering:
estimated cost of underwriters discount
estimated NHBFA issuance cost
estimated fixed cost of issuance (legal,
documentation, credit rating, etc) "3
Subtotals

Total Estimated Bondable Amounts "***

Estimated Level Annual Debt Service for 30 years (including
DSRR 1.0 and DSRR 0.1) to be included in rates as a QCPAC
Surcharge on existing allowed revenues
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Approved Revenue Requirement from DW 19-084

Annual Impact on Rates as a percentage of Approved
Revenue Requirement from DW 19-084
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Cumulative Impact on Rates as a percentage of Approved
Revenue Requirement from DW 19-084
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Average Single Family monthly bill with rates approved in
DW 19-084 (from customer impact page of 1604.06
schedules)

Annual Impact on Average Single Family monthly bills
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Cumulative Impact on Average Single Family monthly bills
@5% coupon rates
@ 3.5% coupon rates
@ 4.0% coupon rates

Attachment to Staff Recommendation

Total for 5 year

Plan of
2021 2022 2023 2024 2025 Financing

5,994,000 $ 11,374,000 $ 10,337,000 $ 9,832,000 $ 12,000,000 $ 49,537,000
47,952 90,992 82,696 78,656 96,000
45,000 85,300 77,500 73,700 90,000
185,000 190,000 195,000 200,000 205,000

277,952 366,292 355,196 352,356 391,000 1,742,796

6,271,952 $ 11,740,292 $ 10,692,196 $ 10,184,356 12,391,000 $ 51,279,796
$448,799 $840,095 $765,097 $728,758 $886,658
$375,116 $702,169 $639,484 $609,111 $741,087
$398,978 $746,836 $680,164 $647,859 $788,230
$35,819,774 $35,819,774 $35,819,774 $35,819,774 $35,819,774
1.3% 2.3% 2.1% 2.0% 2.5%
1.0% 2.0% 1.8% 1.7% 2.1%
1.1% 2.1% 1.9% 1.8% 2.2%
1.3% 3.6% 5.7% 7.8% 10.2%
1.0% 3.0% 4.8% 6.5% 8.6%
1.1% 3.2% 5.1% 6.9% 9.1%
$55.65 $55.65 $55.65 $55.65 $55.65
$0.72 $1.28 $1.17 $1.11 $1.39
$0.56 $1.11 $1.00 $0.95 $1.17
$0.61 $1.17 $1.06 $1.00 $1.22
$0.72 $2.00 $3.17 $4.34 $5.68
$0.56 $1.67 $2.67 $3.62 $4.79
$0.61 $1.78 $2.84 $3.84 $5.06

Note 1: Amounts included for years 2021 thru 2024 are taken from Schedules to be filed in February 2021 in support of the FY 2020 Capex Additions and Budgeted/Forecasted

Capex for 2021-2023 (rounded to nearest $1,000).

Note 2: Amount included for 2025, based upon schedule submitted with application for approval to the NHBFA for this plan of financing, capped at $12 million FALOC limit.
Note 3: Amounts based upon historical data for annual bond issuances, including a conservative 2.5% annual inflation factor.
Note 4: Amounts are specified as "estimated" as the annual plan for Capex is adjusted each year as the Capex budget is realigned for necessary and prudent capital projects to be
undertaken in the following year, and estimated to be undertaken in the 2 "out years" as a part of the Company's internal budgeting and approval process, and the annual QCPAC

filing with the Commission.

20-157_res_staff_4_2_supp_att_pww .xlsx
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-3 Witness: Larry D. Goodhue

REQUEST: Regarding the statement in Mr. Goodhue’s testimony at Bates 4, “PWW does not
expect that a DSRF [Debt Service Reserve Fund] will be required for this financing activity,”:
a) Please explain how it will be determined whether a DSRF is required.
b) If a DSRF is required, please explain and quantify how this would affect the (a) costs
and/or charges and (b) interest rate on the bond financing, and (c) provide the impact
this would have on an average residential customer bill.

Will PWW know, prior to the closing, whether a DSRF is required and, if so, would it be willing
to notify the Commission of this requirement?

RESPONSE:

a) The Company has been advised by its investment bankers and the various legal experts
that assist the Company with issuing its bonds, that a DSRF will not be required for its
annual bond issues under current laws and regulations, the terms of the Company’s
currently existing Bond Purchase Agreement and all of the associated issuance
documents for its bond offerings, and due to the Company’s Credit Rating.

b) Should legal or regulatory requirements or other conditions change in a manner that
require a DSRF, then the Company would be required to borrow additional funds in its
bond issuances to fully fund restricted cash accounts for those DSRF funds. This would
enhance its credit rating but at a higher cost to its ratepayers due to increased debt service
on the bonds including those additional bonds issued to establish restricted cash accounts
at levels above current RSF levels. As noted, the Company has no expectation that a
DRSF will be required. Given that DSRFs have not been required with previous
issuances and the number of variables and assumptions necessary, the Company does not
believe it could provide a valuable calculation to analyze or estimate what level of DSRF
funds could be required, or the potential impacts it may have on credit ratings, interest
rates, and customer rates.

c) If a DSRF should be required for any annual bond issuance, the Company would make
the Commission aware of this requirement.
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-4 Witness: Larry D. Goodhue

REQUEST: Except for the amount, term, and interest rate, please indicate if the terms and
conditions for PWW'’s proposed Bond Financing are substantially the same as those of the bond
financing approved in DW 17-183. If not, please identify and fully explain any differences.

RESPONSE:

All of the underlying terms and conditions for which bonds are to be issued under this 5-year
Plan of Financing will be based upon, and the same as the terms and conditions that have been
used to issue bonds by the Company in 2014, 2015, 2018, 2019 and 2020, including those issued
as approved under DW 17-183.
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-5 Witness: Larry D. Goodhue

REQUEST: Please provide a copy of the Bond Purchase Agreement, as amended, and any
related documents that show the final terms and conditions for the bond issuances approved in
DW 17-183.

RESPONSE:

The Bond Purchase Agreement, the Official Statement for the April 2020 issued bonds, Official
Statement Supplement dated May 2020, also for the April 2020 issued bonds, all of which were
for issuances under the approval in DW 17-183 are attached and incorporated herein as Exhibit
DR4-5A, Exhibit DR4-5B and Exhibit DR4-5C respectively. The Loan and Trust Agreement
was provided to Staff as Exhibit LDG-7 in response to Staff Discovery Request DR1-11.
Pursuant to Order No. 26,101 dated February 2, 2018 in DW 17-183, the Company was granted
authority to issue bonds for multiple years, it is attaching these documents as they existed for the
most recent annual bond issuance under this approval, for its annual bond issuance in April 2020,
for its 2020 Series A and 2020 Series B bonds. The documents for each of the years of issuance
under this authority are essentially the same, with the only changes occurring for each year
pertaining to the bondable amounts, the structure of the issued bonds (i.e. the terms and
maturities of the serialized and hybrid offerings), the current credit ratings, and updates for any
legal disclosure required at that time (for example, language was required in the documents in
2020 for COVID-19, which was not required in 2018 and 2019).
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Exhibit DR4-5A

$7,000,000
BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE
WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT) SERIES 2020A (AMT)

$380,000
BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE
WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT)
SERIES 2020B (FEDERALLY TAXABLE)

BOND PURCHASE AGREEMENT

The Business Finance Authority
of the State of New Hampshire

2 Pillsbury Street, Suite 201

Concord, New Hampshire 03301

Pennichuck Water Works, Inc,
25 Manchester Street
Merrimack, New Hampshire 03054

The undersigned, B.C. Ziegler and Company (the “Underwriter”), offers to enter into the
following agreement with The Business Finance Authority of the State of New Hampshire
(the “Authority”) and Pennichuck Water Works, Inc. (the “Borrower™), which, upon acceptance of
this offer by the Authority and the Borrower, will be binding upon the Authority and the Borrower
and upon the Underwriter. This offer is made subject to acceptance of this Bond Purchase
Agreement by the Authority and the Borrower on or before 5:00 p.m., Boston, Massachusetts time,
on the date set forth in item 1 of Schedule A attached hereto (the “date hereof”). Terms used
herein and not otherwise defined shall have the same meanings assigned to them in the Official
Statement (as hereinafter defined).

1. Purchase Price. Upon the terms and conditions and upon the basis of the tespective
representations, warranties and covenants set forth herein, the Underwriter hereby agrees to
purchase from the Authority for offering to the public and the Authority hereby agrees to sell and
deliver to the Underwriter, all (but not less than all) of (i) the Authority’s Water Facility Revenue
Bonds (Pennichuck Water Works, Inc. Project), Series 2020A (AMT) (the “Series 2020A
Bonds™) and (ii) the Authority’s Water Facility Revenue Bonds (Pennichuck Water Works, Inc,
Project), Series 2020B (Federally Taxable) (the “Series 2020B Bonds” and collectively with the
Series 2020A Bonds, the “Series 2020 Bonds”™) on the date set forth in item 4 of Schedule A for
the Series 2020A Bonds and item 4 of Schedule B for the Series 2020B Bonds attached hereto or
such other date as shall have been mutually agreed upon by the parties hereto (the “Date of the
Closing”). The Series 2020 Bonds will be issued pursuant to a Loan and Trust Agreement dated as
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of April 1, 2020 (the “Agreement”), by and among the Authority, the Borrower and The Bank of
New York Mellon Trust Company, N.A., as trustee (the “Trustee”). The aggregate principal
amount of the Series 20A Bonds, the date of the Series 2020A Bonds, the dates of maturity of the
Series 2020A Bonds, the principal amount of the Series 2020A Bonds due on each maturity, the
interest rates per annum for the Series 2020A Bonds due on each maturity, the public offering
prices and yields of, the sinking fund installments, and the optional redemption terms for the Series
2020A Bonds are set forth in item 2 of Schedule A attached hereto, The aggregate principal
amount of the Series 2020B Bonds, the date of the Series 2020B Bonds, the dates of maturity of
the Series 2020B Bonds, the principal amount of the Series 2020B Bonds due on each maturity, the
interest rates per annum for the Series 2020B Bonds due on each maturity, the public offering
prices and yields of, and the optional prepayment terms for the Series 2020B Bonds are set forth in
item 2 of Schedule B attached hereto. The Series 2020 Bonds shall be subject to redemption as set
forth in the Official Statement dated April 23, 2020, (the “Official Statement”) relating to the
Series 2020 Bonds and shall in all other respects be the same Bonds described in the Official
Statement. The purchase price to be paid by the Underwriter for the Series 2020A Bonds shall be
as set forth in item 3 of Schedule A attached hereto, The purchase price to be paid by the
Underwriter for the Series 2020B Bonds shall be as set forth in item 3 of Schedule B attached
hereto.

2. The Financing Documents. On the date hereof, the Authority and the Borrower
shall deliver to the Underwriter a copy of the form of the Agreement and the Continuing
Disclosure Agreement dated April 29, 2020 (the “Continuing Disclosure Agreement™), intended to
be executed between the Borrower and the Trustee (the Continuing Disclosure Agreement, the
Agreement, and this Bond Purchase Agreement are collectively referred to as the “Financing
Documents”).

3 Public Offering. The Underwriter agrees to make a bona fide public offering of all
the Series 2020 Bonds at a price not in excess of the respective public offering prices nor below the
yields, as applicable, set forth in item 2 of Schedule A for the Series 2020A Bonds and in item 2 of
Schedule B for the Series 2020B Bonds attached hereto. On or before the Date of the Closing, the
Underwriter shall fumnish to the Authority a certificate acceptable to Hinckley, Allen & Snyder
LLP (“Bond Counsel”), signed by the Underwriter setting forth the issue prices of and the
calculation of the yield on the Series 2020 Bonds for purposes of Section 148 of the Internal
Revenue Code of 2086 (the “Code”) and stating that the Authority, the Borrower and Bond
Counsel may rely on such certification for purposes of determining compliance with Section 103
of the Code.

4, Official Statement. In order to enable the Underwriter to comply with Rule 15¢2-
12 under the Securities Exchange Act of 1934 (the “Rule™) and rules of the Municipal Securities
Rulemaking Board (the “MSRB”), the Borrower shall provide to the Underwriter sufficient
copies of the Official Statement, which the Authority (only with respect to the statements therein
with respect to the Authority under the captions “THE AUTHORITY” and “LITIGATION”
(solely as it pertains to the Authority)) and the Borrower (with respect to all other statements
therein) deem final as of its date, in sufficient time to accompany any confirmation that requires
payment from any customer and in any event within seven (7) business days after the date of this
Bond Purchase Agreement and in no event later than two (2) business days prior to the Date of
the Closing. The Authority and the Borrower hereby authorize the use of the Official Statement by
the Underwriter in connection with the public offering and sale of the Series 2020 Bonds. The
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Authority and the Borrower hereby ratify and confirm the use by the Underwriter prior to the date
hereof of the Preliminary Official Statement dated April 13, 2020, (the “Preliminary Official
Statement”) in connection with the public offering of the Series 2020 Bonds. The final Official
Statement shall be substantially the same (except for insertions, deletions and changes
contemplated in the Preliminary Official Statement and this Bond Purchase Agreement) as the
Preliminary Official Statement and shall contain only those substantive changes as are approved by
the Underwriter, which approval shall not be unreasonably withheld. The Preliminary Official
Statement, as of its date, was deemed final (i) by the Authority (but only with respect to the
statements therein with respect to the Authority under the captions “THE AUTHORITY” and
“LITIGATION” (solely as it pertains to the Authority)) and (ii) by the Borrower (with respect to
all other statements therein) for purposes of the Rule, except for permitted omissions set forth in
the Rule.

The Underwriter agrees to provide a certificate at Closing (as defined herein) stating that it
has filed a copy of the Official Statement with the MSRB in accordance with the Rule and stating
whether or not the Underwriter retains any unsold balance of Series 2020 Bonds for sale to the
public. In the event that it does so retain for sale to the public any such Bonds as of the Closing,
the Underwriter agrees to promptly notify the Authority and the Borrower of the date on which the
Underwriter no longer retains any unsold balance of the Series 2020 Bonds for sale to the public.

5. Authority’s Representations and Warranties. The Authority hereby represents and
warrants to, and agrees with each of the Borrower and the Underwriter as follows, all of which
shall survive the Closing:

(a) The Authority is a body corporate and politic, created and existing under
New Hampshire RSA 162-A with the power to issue revenue bonds under RSA 162-I (collectively,
the “Act”). The Authority is authorized to issue the Bonds and loan the proceeds to the Borrower
for the purpose of financing certain facilities used for the furnishing of water, to execute and
deliver this Bond Purchase Agreement and the Agreement, to perform its obligations under each,
and to issue and sell the Series 2020 Bonds pursuant hereto and to the Agrecment.

(b)  The Authority has taken all necessary action and has complied with all
provisions of the Constitution and laws of the State of New Hampshire, including the Act,
including but not limited to the making of the findings required by the Act, required to make this
Bond Purchase Agreement, the Agreement and the Series 2020 Bonds the valid obligations they
purport to be; and when executed and delivered by the parties hereto and thereto, this Bond
Purchase Agreement and the Agreement will constitute legal, valid and binding agreements of the
Authority and will be enforceable against the Authority in accordance with their respective terms,
cxcept as enforceability may be subject to the exercise of judicial discretion in accordance with
general equitable principles and to applicable bankruptcy, insolvency, reorganization, moratorium
and other laws for the relief of debtors heretofore or hereafter enacted to the extent that the same
may be constitutionally applied and except as any indemnification or contribution provisions
thereof may be limited under applicable securities laws.

(c) When delivered to and paid for by the Underwriter in accordance with the
terms of this Bond Purchase Agreement and the Agreement, the Series 2020 Bonds will constitute
legal, valid and binding special obligations of the Authority enforceable against the Authority in
accordance with their terms, except as enforceability may be subject to the exercise of judicial

3
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discretion in accordance with general equitable principles and to applicable bankruptcy,
insolvency, reorganization, moratorium and other laws for the relief of debtors heretofore or
hereafter enacted to the extent that the same may be constitutionally applied, and will be entitled to
the benefits of the Agreement.

(d)  The Authority makes no representation or warranty that interest on the
Series 2020 Bonds is or will continue to be exempt from federal or state income taxation.

(e) If, after the date of this Bond Purchase Agreement and until the earlier of (i)
ninety (90) days after the Date of the Closing or (ii) the time when the Official Statement is
available to any person from the MSRB, but in no case less than twenty-five (25) days after the
Date of the Closing, provided, however, that if the Underwriter provides a certificate on the Date
of the Closing stating that it still holds Series 2020 Bonds for distribution to the public then such
foregoing periods shall be extended until twenty-five (25) days after the “end of the underwriting
period” (as such phrase is defined in the Rule), the Authority becomes aware of any event that
would cause the information appearing (i) under the caption “THE AUTHORITY” or (ii) under the
caption “LITIGATION” (solely as it pertains to the Authority) in the Official Statement to contain
any untrue statement of a material fact or to omit to state a material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading, the
Authority agrees to notify the Underwriter (and for purposes of this paragraph to provide the
Underwriter with such information as it may from time to time request), and if in the opinion of the
Underwriter such event requires the preparation and publication of a supplement or amendment to
the Official Statement, at the Borrower’s expense to supplement or amend the Official Statement in
a form and manner approved by the Underwriter, the Authority and the Borrower and to furnish at
the Borrower’s expense to the Underwriter a reasonable number of copies of such supplement or
amendment.

® With respect to information therein under the headings “THE
AUTHORITY” and “LITIGATION,” insofar as the information under such caption relates solely

to the Authority, the Official Statement is as of the date hereof and will be as of the Date of the -

Closing true, correct and complete in all material respects and did not, does not and will not omit
any material statement which should be included therein for the purpose for which the Official
Statement is to be used, or which is necessary to make the statements as to such matters contained
therein not misleading in light of the circumstances in which they were made. The Authority has
assumed no responsibility for providing or reviewing any information contained in the Official
Statement other than under the captions “THE AUTHORITY" and “LITIGATION” insofar as they
relate to the Authority.

(2  The Authority will, but at the expense of the Underwriter, furnish such
information, execute such instruments and take such other action in cooperation with the
Underwriter as the Underwriter may reasonably request to qualify the Series 2020 Bonds for offer
and sale under the Blue Sky or other sccurities laws and regulations of such states and other
jurisdictions of the United States as the Underwriter may designate; provided, however, that the
Authority will not be required to qualify as a foreign corporation or to file any general or special
consents to service of process under the laws of any state.

6. Borrower Representations and Warranties. As an inducement to the Authority and
the Underwriter to enter into this Bond Purchase Agreement and to make the offering of the Series

4
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2020 Bonds herein contemplated, the Borrower hereby represents, warrants and agrees with each
of the Authority and the Underwriter as follows, all of which shall survive the Closing:

(a) The Borrower is a corporation formed, in existence and in good standing
under the laws of the State of New Hampshire. The Borrower is a “water facility” and an “eligible
facility” within the meaning of the Act and has the corporate power and authority to execute and
deliver the Financing Documents and to undertake and perform its obligations thereunder,

(b) The Borrower has duly authorized all necessary action to be taken by it for:
(i) the loan to the Borrower of the proceeds from the issuance and delivery of the Series 2020
Bonds by the Authority upon the terms set forth in this Bond Purchase Agreement and in the
Official Statement; (ii} the approval of the Preliminary Official Statement and the Official
Statement and the use by the Underwriter of the Preliminary Official Statement and the Official
Statement in connection with the sale of the Series 2020 Bonds; and (iii) the execution, delivery
and performance by the Borrower of and under the Financing Documents and any and all such
other agreements and documents as may be required to be executed, delivered and received by the
Borrower in order to carry out the transactions contemplated by such instruments and by the
Official Statement. On the Date of the Closing, the Financing Documents will have been duly
executed and delivered by the Borrower and, assuming the due authorization, execution and
delivery of such instruments by the other parties thereto and their authority to perform such
instruments, will constitute legal, valid and binding obligations of the Borrower enforceable in
accordance with their respective terms, except as the enforceability thereof may be limited by laws
relating to bankruptcy, insolvency, reorganization or other similar laws of general application
affecting the rights of creditors and general principles of equity and except as any indemnification
or contribution provisions thereof may be limited under applicable securities laws.

(© The execution and delivery of, and compliance with the terms and
conditions of, the Financing Documents, and the carrying out and consummation of the
transactions contemplated thereby and by the Official Statement, did not at the time of such
execution and delivery, do not and will not violate or conflict with any of the terms and provisions
of any statute, or any rule, order, regulation, judgment or decree of any court, agency, or other
governmental or administrative board or body to which the Borrower is subject, or conflict with or
constitute a breach of or a default under any provision of the Borrower’s articles of organization or
by-laws, or any material agreement, indenture, mortgage, lease, deed of trust, or other instrument
to which the Borrower is a party or by which the Borrower or its properties are bound, except for
violations, conflicts, breaches or defaults that would not have a material adverse effect on the
Borrower.

(d) The information under the headings “INTRODUCTION” (with respect to
the Borrower and the Project), “PLAN OF FINANCING,” “SOURCES AND USES OF FUNDS,”
“BONDOWNERS’ RISKS” (as such statements relate to the Borrower or the Project),
“LITIGATION” (with respect to the Borrower), “CONTINUING DISCLOSURE” (with respect to
the Borrower), “MISCELLANEQUS” (with respect to the Borrower’s financial statements) and in
Appendices A and B of the Official Statement is, as of the date hereof, and will be, as of the Date
of the Closing, true and correct in all material respects and did not, does not and will not omit to
state a material fact necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading. The Borrower has approved and consents to the use of the
Preliminary Official Statement and the Official Statement by the Underwriter.

5

019



Attachment to Staff Recommendation

(e) The Borrower has previously complied with any undertaking in a written
contract or agreement of the type specified in paragraph (b)(5)(i) of the Rule,

H Since December 31, 2019, there has been no material adverse change in the
financial position of the Borrower not disclosed in writing to the Underwriter, nor has the
Borrower incurred any material liabilities other than liabilities that have been incurred in the
ordinary course of business or that are set forth in or contemplated by the Official Statement.

7. Covenants of the Borrower. The Borrower covenants and agrees with the Authority
and the Underwriter as follows:

(2) It either during (i) the period between the date of this Bond Purchase
Agreement and the Date of the Closing or (ii) the period between the Date of the Closing and the
date ninety (90) days after the end of the underwriting period (as defined in the Rule) (or, if earlier,
the date by which the Official Statement is available to any person from the MSRB, but in no event
less than twenty-five (25) days after the end of the underwriting period (as defined in the Rule)),
any event shall occur as a result of which it is necessary to amend or supplement the Official
Statement in order to make the statements therein, in light of the circumstances when the Official
Statement is delivered to a prospective purchaser true and correct in all material respects and with
no omission of material facts necessary to make the statements therein, in light of the
circumstances in which they were made not misleading, the Borrower will cooperate in the
preparation of a revised Official Statement or amendments or supplements to the Official
Statement so that the statements in the Official Statement, as revised, or the Official Statement, as
so amended or supplemented, will not, in light of the circumstances when such Official Statement
is delivered to a prospective purchaser, be misleading. As required by Section 4 hercof, the
Underwriter shall promptly notify the Borrower (i) if the date of the end of the underwriting period
(as defined in the Rule) is more than ninety (90) days after the Closing Date, and (ii) regardless of
the notice in clause (i) of this sentence, the date that is the end of the underwriting period. In the
absence of such notice, the Borrower shall deem the end of the underwriting period to be ninety
(90) days after the Date of the Closing; The Borrower will cooperate with the Underwriter and its
counsel in any endeavor to qualify the Series 2020 Bonds for offering and sale under the
securities or “Blue Sky” laws of such jurisdictions of the United States as the Underwriter may
request; provided, however, that the Borrower shall not be required to qualify as a foreign
corporation or to file a general written consent to suit or service of process in any jurisdiction;

(b)  between the date hereof and the Date of the Closing, the Borrower will not
take any action that would cause the representations and warranties contained in Section 6 of this
Bond Purchase Agreement to be untrue as of the Date of the Closing. On the Date of the Closing,
the Borrower shall deliver or cause to be delivered all opinions, certificates and other documents to
be delivered by it or on its behalf as provided for in this Bond Purchase Agreement, and to deliver
such additional certificates and other documents as the Underwriter or the Authority may
reasonably request to evidence performance of or compliance with the provisions of this Bond
Purchase Agreement and the transactions contemplated by the Official Statement, and the
Financing Documents, all such certificates and other documents to be reasonably satisfactory in
form and substance to the Underwriter and the Authority;
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(c) in order to permit the Underwriter to satisfy its obligations under Section 4
of this Bond Purchase Agreement, the Borrower will furnish to the Underwriter copies of the
Official Statement and any amendments and supplements thereto, in each case as soon as
practicable, but in any event in the case of the Official Statement within seven (7) Business Days
of the date of this Bond Purchase Agreement and in no event less than two (2) business days prior
to Closing, which copies shall be furnished at a minimum in such quantities as shall be reasonably
requested by the Underwriter to fulfill its obligations under paragraph (b)(4) of Rule 15¢2-12;

(dy  the Borrower shall indemnify and hold harmless (except to the extent, if
any, that a court of competent jurisdiction determines that such agreement to indemnify and hold
harmless is not enforceable as a result of being contrary to law or public policy) the Authority,
each officer, director, employee and agent of the Authority and each person, if any, who controls
(as such term is defined in Section 15 of the Securities Act of 1933, as amended (the “Securities
Act”), or Section 20 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”))
any of such parties (hereinafter collectively called the “Authority Indemnified Parties™), against
any and all losses, claims, damages, liabilities, costs or expense whatsoever arising out of: (i) any
breach by the Borrower of any of its representations and warranties as set forth in Section 6 hereof;
and (ii) any allegation that there is as of the date hercof or as of the Date of the Closing any untrue
statement of a material fact contained in the Indemnified Information (as defined below) or the
omission therefrom of any material fact necessary in order to make the statements made in light of
the circumstances under which they were made not misleading. In case any claim shall be made or
action brought against one or more of the Authority Indemnified Parties, in respect of which
indemnity may be sought against the Borrower, the Authority Indemnified Patty or Parties shall
promptly notify the Borrower in writing setting forth the particulars of such claim or action and the
Borrower shall assume the defense thereof including the retention of counsel and the payment of
all reasonable expenses, The Authority Indemnified Party or Parties shall have the right to retain
separate counsel in any such action and to participate in the defense thereof, but the fees and
expenses of such counsel shall be at the expense of such Authority Indemnified Party unless (1) the
retention of such counsel has been specifically authorized by the Borrower, (2) the Authority
Indemnified Party shall have reasonably concluded that there may be a conflict of interest between
it and the Borrower in the conduct of the defense of such action, or (3) the Borrower shal! not in
fact have employed counsel reasonably satisfactory to such Authority Indemnified Party. For the
purposes of this paragraph and the next succeeding paragraph, the term “Indemnified Information”
shall mean the statements and information contained in the Official Statement under the captions:
“INTRODUCTION” (with respect to the Borrower and the Project), “PLAN OF FINANCING,”
“SOURCES AND USES OF FUNDS,” “BONDOWNERS’ RISKS” (as such statements relate to
the Borrower or the Project), “LITIGATION” (with respect to the Borrower), “CONTINUING
DISCLOSURE” (with respect to the Borrower), “MISCELLANEOUS” (with respect to the
Borrowet’s financial statements) and in Appendices A and B, except for any projections and
opinions of any entity other than the Borrower. The Borrower shall not be liable for any settlement
of such action effected without its consent, but if settled with the consent of the Borrower, or if
there is final judgment for the plaintiff in any such action with or without consent, the Borrower
agrees to indemnify and hold harmless the Authority Indemnified Party or Parties from and against
any loss or liability by reason of settlement or judgment to the extent set forth in this paragraph.
The indemnity provided in this paragraph includes reimbursement for expenses reasonably
incurred by the Authority Indemnified Parties in investigating the claim and in defending it if the
Borrower declines to assume the defense. The indemnity provided in this paragraph shall survive
the Closing (as defined in Section 9 hereof); and
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(e) the Borrower shall indemnify and hold harmless (except to the extent, if
any, that a court of competent jurisdiction determines that such agreement to indemnify and hold
harmless is not enforceable as a result of being contrary to law or public policy) the Underwriter,
each officer, director, employee and agent of the Underwriter and each person, if any, who controls
(as such term is defined in Section 15 of the Securitics Act or Section 20 of the Exchange Act) any
of such parties (hereinafter collectively called the “Underwriter Indemnified Parties” , against any
and all losses, claims, damages, liabilities, costs or expense whatsoever arising out of: (i) any
breach by the Borrower of any of its representations and warranties as set forth in Section 6 hereof’
or (ii) any allegation that there is any untrue statement of a material fact contained in the
Indemnified Information or the omission therefrom of any material fact necessary in order to make
the statements made in light of the circumstances under which they were made not misleading. In
case any claim shall be made or action brought against one or more of the Underwriter Indemnified
Parties, in respect of which indemnity may be sought against the Borrower, the Underwriter
Indemnified Party or Parties shall promptly notify the Borrower in writing setting forth the
particulars of such claim or action and the Borrower shall assume the defense thereof including the
retention of counsel and the payment of all reasonable expenses; provided, however, that failure to
so notify the Borrower (1) will not relieve the Borrower from its liability unless and to the extent it
did not otherwise learn of such action and such failure results in the forfeiture by the Borrower of
substantial rights and defenses; and (2) will not, in any event, relieve the Borrower from any
obligations to the Underwriter Indemnified Party or Parties other than the indemnification
obligation, The Underwriter Indemnified Party or Parties shall have the right to retain separate
counsel in any such action and to participate in the defense thereof, but the fees and expenses of
such counsel shall be at the expense of such Underwriter Indemnified Party unless (1) the retention
of such counsel has been specifically authorized by the Borrower, (2) the Underwriter Indemnified
Party shall have reasonably concluded that there may be a conflict of interest between it and the
Borrower in the conduct of the defense of such action, or (3) the Borrower shall not in fact have
employed counsel reasonably satisfactory to such Underwriter Indemnified Party. The Borrower
shall not be liable for any settlement of such action effected without its consent, but if settled with
the consent of the Borrower, or if there is final judgment for the plaintiff in any such action with or
without consent, the Borrower agrees to indemnify and hold harmless the Underwriter Indemnificd
Party or Parties from and against any loss or liability by reason of settlement or judgment to the
extent set forth in this paragraph. The indemnity provided in this paragraph includes
reimbursement for expenses reasonably incurred by the Underwriter Indemnified Parties in
investigating the claim and in defending it if the Borrower declines to assume the defense, The
indermnity provided in this paragraph shall survive the Closing.

7A.  The Underwriter shall indemnify and hold harmless (except to the extent, if any,
that a court of competent jurisdiction determines that such agreement to indemnify and hold
harmless is not enforceable as a result of being contrary to law or public policy) (a) the Authority
Indemnified Parties and (b) the Borrower, each officer, director, employee and agent of the
Borrower and each person, if any, who controls (as such term is defined in Section 15 of the
Securities Act or Section 20 of the Exchange Act) the Company (the “Borrower Indemnified
Parties™), against any and all losses, claims, damages, liabilities, costs or expense whatsoever
arising out of any allegation that there is any untrue statement of a material fact contained in the
Official Statement under the Caption “UNDERWRITING” or the omission therefrom of any
material fact necessary in order to make the statements made in light of the circumstances under
which they were made not misleading. In case any claim shall be made or action brought against
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one or more of the Authority Indemnified Parties or one or more of the Borrower Indemnified
Parties, in respect of which indemnity may be sought against- the Underwriter, the Authority
Indemnified Party or Parties or Botrower Indemnified Party or Parties, as the case may be, shall
promptly notify the Underwriter in writing setting forth the particulars of such claim or action and
the Underwriter shall assume the defense thereof including the retention of counsel and the
payment of all reasonable expenses. The Authority Indemnified Party or Parties or Borrower
Indemnified Party or Parties, as the case may be, shall have the right to retain separate counsel in
any such action and to participate in the defense thereof, but the fees and expenses of such counsel
shall be at the expense of such Authority Indemnified Party or Parties or Borrower Indemnified
Party or Parties, as the case may be, unless (1) the retention of such counsel has been specifically
authorized by the Underwriter, (2) the Authority Indemnified Party or Borrower Indemnified Party,
as the case may be, shall have reasonably concluded that there may be a conflict of interest
between it and the Underwriter in the conduct of the defense of such action, or (3) the Underwriter
shall not in fact have employed counsel reasonably satisfactory to such Authority Indemnified
Party or Borrower Indemnified Party, as the case may be. The Underwriter shall not be liable for
any settlement of such action effected without its consent, but if settled with the consent of the
Underwriter, or if there is final judgment for the plaintiff in any such action with or without
consent, the Underwriter agrees to indemnify and hold harmless the Authority Indemnified Party
or Parties or Borrower Indemnified Party or Parties, as the case may be, from and against any loss
or liability by reason of settlement or judgment to the extent set forth in this paragraph. The
indemnity provided in this paragraph includes reimbursement for expenses reasonably incurred by
the Authority Indemnified Party or Parties or Borrower Indemnified Party or Parties, as the case
may be, in investigating the claim and in defending it if the Underwriter declines to assume the
defense. The indemnity provided in this paragraph shall survive the Closing.

7B.  (a) In order to provide for just and equitable contribution in circumstances in which
the indemnity agreement provided for in Section 7(d) above is for any reason held to be
unavailable to the Authority in accordance with its terms, the Borrower and the Authority shall
contribute to the aggregate losses, liabilities, claims, damages and expenses of the nature
contemplated by said indemnity agreement incurred by the Borrower and the Authority in such
proportions such that the Authority is responsible for that portion represented by the percentage
that the Authority’s issuance expenses (including legal, administrative, financing, and incidental
expenses of the Authority) bears to the initial public offering price appearing on the cover page of
the Official Statement and the Borrower is responsible for the balance. In order to provide for just
and equitable contribution in circumstances in which the indemnity agreement provided for in
Section 7(e) above is for any reason held to be unavailable to the Underwriter in accordance with
its terms, the Borrower and the Underwriter shall contribute to the aggregate losses, liabilities,
claims, damages and expenses of the nature contemplated by said indemnity agreement incurred by
the Borrower and the Underwriter in such proportions such that the Underwriter is responsible for
that portion represented by the percentage that the Underwriter’s discount on the sale of the Series
2020 Bonds bears to the initial public offering price appearing on the inside cover page of the
Official Statement and the Borrower is responsible for the balance; provided, however, that no
person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities
Act) shall be entitled to contribution from any person who was not guilty of such fraudulent
misrepresentation. In addition, each person, if any, who controls either of the Authority or the
Underwriter within the meaning of Section 15 of the Securities Act shall have the same rights to
contribution as the Authority or the Underwriter, as applicable.
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(b)  Inorder to provide for just and equitable contribution in circumstances in which the
indemnity agreement provided for in paragraph 7A above is for any reason held to be unavailable
to the Authority or the Borrower, as the case may be, in accordance with its terms, the Underwriter,
on the one hand, and the Authority or the Borrower, as the case may be, on the other hand, shall
contribute to the aggregate losses, liabilities, claims, damages and expenses of the nature
contemplated by said indemnity agreement incurred by the Authority or the Borrower, as the case
may be, and the Underwriter in such proportions such that the Underwriter is tesponsible for that
portion represented by the percentage that the Underwriter’s discount on the sale of the Series 2020
Bonds bears to the initial public offering price appearing on the inside cover page of the Official
Staternent and the Authority or the Borrower, as the case may be, is responsible for the balance.

7C.  Notwithstanding any other provision in this Bond Purchase Agreement to the
contrary, no person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of
the Securities Act) shall be entitled to contribution from any person who was not guilty of such
fraudulent misrepresentation. In addition, each person, if any, who controls the Authority, the
Underwriter or the Borrower within the meaning of Section 15 of the Securities Act shall have the
same rights to contribution as the Authority, the Underwriter or the Borrower, as applicable

8. The Series 2020 Bonds shall be in fully registered form, and one typewritten Bond
in the aggregate principal amount of each maturity of each series of the Series 2020 Bonds shall be
registered initially in the name of CEDE & Co. as nominee of the Depository Trust Company
(‘CDTC’))‘

9, On the Date of the Closing which is the date set forth in itern 4 of Schedule A and
Schedule B attached hereto, or such other date as shall have been mutually agreed upon, the
Authority and the Borrower will deliver to the Underwriter, by delivery of the Series 2020 Bonds
to the Trustee as custodial agent for DTC, the Series 2020 Bonds in fully registered definitive
form, duly executed and authenticated, together with the other documents hereinafter mentioned,
and the Underwriter will accept such delivery and pay the purchase price of (i) the Series 2020A
Bonds as set forth in item 3 of Schedule A attached hereto and (ii) the Series 2020B Bonds as set
forth in item 3 of Schedule B attached hereto. The Closing will be via the Fast Automated
Securities Transfer program “FAST” of DTC and the Series 2020 Bonds will be held by the
Trustee, as custodial agent for DTC. Payment for the Series 2020 Bonds as aforesaid shall be
made at such place in Boston, Massachusetts, as shall have been mutually agreed upon. This
payment and delivery is herein called the “Closing.” The Series 2020 Bonds will be made
available for examination in Boston, Massachusetts one (1) business day prior to the Closing.

10.  The Underwriter’s obligations hereunder to purchase and pay for the Series 2020
Bonds shall be subject to the performance by the Authority and the Borrower of their respective
obligations to be performed hereunder at or prior to the Closing and the accuracy in all material
respects of the representations and warranties contained herein as of the date hereof and as of the
Closing and shall be subject to the following;

(a) that at the time of the Closing, (i) the Financing Documents shall be in full
force and effect, and shall not have been amended, modified, or supplemented except as may have
been agreed to by the Underwriter, the Authority and the Borrower, and the Official Statement
shall not have been amended, modified or supplemented except as may have been agreed to by the
Underwriter, the Authority, with rtespect to the information under the heading “THE
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AUTHORITY” and “LITIGATION” insofar as such information relates to the Authority, and the
Borrower; and (ii) that there shall have been taken in connection with the issuance of the Series
2020 Bonds such actions as, in the opinion of Bond Counsel, shall be necessary and appropriate in
connection with the transactions contemplated hereby; and

(b)  that at or prior to the Closing the undersigned shall receive the following
documents;

(i) executed copies of the Financing Documents;

(i)  an opinion of Hinckley, Allen & Snyder LLP, dated as of the Date
of the Closing, in substantially the form attached as Appendix D to the Official
Statement together with a reliance letter addressed to the Underwriter;

(i)  a certificate, dated as of the Date of the Closing, of an authorized
officer of the Authority, to the effect that (A) no litigation is pending or, to his or
her knowledge, threatened against the Authority {either in state or federal courts)
seeking to restrain or enjoin the issuance, execution or delivery of the Series 2020
Bonds or in any manner questioning the proceedings or authority for the issuance of
them or affecting directly or indirectly the validity of the Series 2020 Bonds or of
any provisions made or authorized for their payment, including the Bond Purchase
Agreement, and the Agreement or contesting the existence of the Authority or the
title of any of its members or officers to their respective offices (but in lieu of such
certificate the Underwriter may accept an opinion of counsel to the Authority in
form and substance acceptable to the Underwriter, that in their opinion the issues
raised in any such pending or threatened litigation are without substance or that the
contentions of any plaintiffs therein are without merit); (B) that the representations
and warranties of the Authority contained in the Bond Purchase Agreement and the
Agreement are true and correct in all material aspects as of the Closing; (C) that the
resolutions with respect to the Series 2020 Bonds adopted by the Authority were
adopted in accordance with law and the by-laws of the Authority and remain in full
force and effect in the form initially adopted; and (D) that the Agreement, the Bond
Purchase Agreement and the Series 2020 Bonds were executed by duly authorized
officers of the Authority;

(iv)  a supplemental opinion of Bond Counsel, dated as of the Date of the
Closing and addressed to the Authority and the Underwriter, in form satisfactory to
the Authority, the Underwriter and their respective counsel;

V) the opinion, dated as of the Date of the Closing, of Rath, Young and
Pignatelli, P.C., counsel to the Borrower, addressed to the Authority, Bond Counsel
and the Underwriter, in form satisfactory to the Authority, the Underwriter and their
respective counsel;

(vi)  a certificate of the Borrower, dated the Date of the Closing and
signed by the President or other authorized officer of the Borrower, and in form and

substance reasonably satisfactory to the Underwriter, to the effect that (i) each of
the representations and warranties set forth in Section 6 hereof and in Article X of
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the Agreement is true and correct on and as of the Date of the Closing in all
material respects; the Borrower is not in default with respect to any of the covenants
set forth in Section 7 hereof on and as of the Date of the Closing; and no Event of
Default by the Borrower under the Agreement or under any of the documents or
agreements contemplated therein or under this Bond Purchase Agreement, and no
event which but for the lapse of time or service of notice or both would constitute
an Event of Default under the Agreement, has occurred and is continuing; (ii) since
the date hereof, there has been no material adverse change in the business or
property or financial condition of the Bomower, except as set forth in or
contemplated by the Official Statement; (iii) since the date of the Official
Statement, there has been no material change in, and no material change is
contemplated in, the identity or control of the Borrower and no judicial or
administrative action or proceeding is pending or threatened in writing affecting the
Borrower’s properties or assets which, if adversely determined, would materially
adversely affect the security for the Series 2020 Bonds; (iv) there is no litigation,
action, suit, proceeding, inquiry or investigation of any kind against the Borrower
before or by any New Hampshire or federal court or governmental agency or body
pending or, to the best knowledge and belief of the Borrower, threatened in writing
(A) which in any case or in the aggregate, if adversely determined, would result in
any material liability on the part of the Borrower or inability of the Borrower to
conduct its business or perform the obligations contemplated in the Financing
Documents, or (B) wherein an adverse decision, ruling or finding would (a)
materially adversely affect the transactions contemplated by the Financing
Documents or the security for the Series 2020 Bonds, or (b) adversely affect the
validity or enforceability of the Series 2020 Bonds or the Financing Documents; (v}
the information contained in the Official Statement, as of its date and as of the Date
of the Closing, under the captions “INTRODUCTION” (with respect to the
Borrower and the Project), “PLAN OF FINANCING,” “SOURCES AND USES
OF FUNDS” “BONDOWNERS’ RISKS” (as such statements relate to the
Borrower or the Project), “LITIGATION” (with respect to the Borrower),
“CONTINUING DISCLOSURE”  (with respect to the Borrower),
“MISCELLANEQUS” (with respect to the Borrower’s financial statements) and in
Appendices A and B was and is true and correct, and did not and does not contain
any untrue statement of a material fact or omit to state any material fact necessary
to make the statements therein not misleading in light of the circumstances under
which they were made;

(vii)  the Series 2020 Bonds;

(viii) copies of the resolutions adopted by the Board of Directors of the
Borrower authorizing the execution and delivery of the Financing Documents and
the approval of the Official Statement, certified by the Secretary of the Borrower as
having been duly adopted and being in full force and effect,

(ix)  copies of: (i} any required approvals from the New Hampshire
Public Utilities Commission or the State; and (i) any required municipal approvals;

(x) a copy of the resolutions adopted by the Authority authorizing the
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execution, issuance, sale and delivery of the Series 2020 Bonds, consent to the use
of the Official Statement and the execution and delivery of the Agreement and this
Bond Purchase Agreement, certified by an authorized officer of the Authority as
having been duly adopted and being in full force and effect;

(xi)  a certificate, of one or more duly authorized officers of the Trustee,
dated the Date of the Closing, as to the due acceptance of the Agreement by the
Trustee and the due authentication and delivery of the Series 2020 Bonds by the
Trustee thereunder;

(xii)  a certificate, dated the Date of the Closing of an officer of the
Trustee as to its due authorization and acceptance of duties with respect to the
Agreement;

(xiii) the opinion, dated the Date of the Closing, of Harrington & Vitale,
Ltd., addressed to the Underwriter, in form satisfactory to the Underwriter;

(xiv}) a copy of the Preliminary Blue Sky Memorandum indicating the
jurisdictions in which the Series 2020 Bonds may be sold in compliance with the
“Blue Sky” or securities laws of such jurisdictions;

(xv)  acopy of the Final Blue Sky Letter; and

(xvi) other certificates of the Authority and the Borrower listed on a closing
memorandum to be approved by Bond Counsel and counsel to the Underwriter,
including any certificates or representations of the Borrower or other parties
required in order for Bond Counsel to deliver the opinion referred to in paragraph
(iv) above, as well as legal opinions, certificates, proceedings, instruments and
other documents as the counsel to the Underwriter or Bond Counsel may
reasonably request to evidence compliance by the Authority and the Borrower with
legal requirements, the truth and accuracy, in all material respects as of the time of
Closing, of the respective representations of the Authority and of the Borrower
contained herein and the due performance or satisfaction in all material respects by
the Authority and the Borrower at or prior to such time of all agreements then to be
performed and all conditions then to be satisfied by the Authority and the Borrower.

11.  The Underwriter may terminate this Bond Purchase Agreement by notification in
writing or by facsimile to the Authority if at any time subsequent to the date hereof and at or prior
to the Closing:

(a)  legislation shall be enacted by the State of New Hampshire or the United
States or introduced in or favorably reported to either the United States House of Representatives
or the United States Senate or a decision by a court of the United States or the United States Tax
Court shall be rendered or a ruling or regulation (final, temporary or proposed) shall be made by or
on behalf of the Treasury Department of the United States, or a release or official statement shall
be issued by the President or the Treasury Department, that makes the revenues or other income of
the general character expected to be derived by the Authority under the Agreement, or the interest
received on bonds of the general character of the Series 2020 Bonds, subject to federal income
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taxation or New Hampshire personal income taxation which would have the effect of changing
directly or indirectly the federal income taxation or New Hampshire personal income tax of interest
on bonds of the general character of the Series 2020 Bonds in the hands of the owners thereof,
which in the reasonable opinion of the Underwriter materially adversely affects the market price of
the Series 2020 Bonds; or

(b) (i) the United States shall have become engaged in hostilities that have
resulted in a declaration of war or a national emergency or (ii) in the reasonable opinion of the
Underwriter, there shall have occurred any other outbreak of hostilities, local, national or
intetnational, or an escalation thereof, the effect of which on the financial markets of the United
States is such as would, in the reasonable opinion of the Underwriter, affect materially and
adversely the ahility of the Underwriter to market the Series 2020 Bonds; or

(© there shall have occurred a general suspension of trading on the New York
Stock Exchange or a general banking moratorium shall have been declared by federal or New York
or New Hampshire state authorities; or

(d)  any action is taken by the Securities and Exchange Commission or a court
of competent jurisdiction that would require registration of the Series 2020 Bonds under the
Securities Act in connection with the public offering thereof, or qualification of the Agreement
under the Trust Indenture Act of 1939, as amended; or

(e) any event or condition occurs that, in the reasonable judgment of the
Underwriter, renders untrue or incorrect, in any material respect as of the time to which the same
purpotts to relate, the information contained in the Official Statement, or that requires information
not reflected in such Official Statement to be reflected therein in order to make the statements and
information contained therein, in light of the circumstances under which they were made, not
misleading in any material respect as of such time; provided that the Authority, the Borrower and
the Underwriter will use their best efforts to amend or supplement the Official Statement to reflect,
to the satisfaction of the Underwriter, such changes in or additions to the information contained in
the Official Statement.

If the obligations of the Underwriter to purchase and accept delivery of the Series
2020 Bonds shall be terminated for any reason permitted by this Bond Purchase Agreement, this
Bond Purchase Agreement shall terminate and no party shall be under further obligation hereunder;
except that the obligations for the payment of expenses, as provided in Section 12 hereof, shall
continue in full force and effect.

12, Payment of Expenses. All expenses and costs of the Authority incident to the.

performance of its obligations in connection with the authorization, sale and delivery of the Series
2020 Bonds to the Underwriter, specifically including, without limiting the generality of the
foregoing, the cost of preparing, printing or reproducing the Series 2020 Bonds, the Preliminary
Official Statement, the Official Statement, the Financing Documents, and all ancillary papers, and
reasonable fees and expenses of Bond Counsel as previously agreed, shall be paid by the Borrower.

All expenses and costs incurred by the Borrower in connection with the transactions

contemplated hereunder shall be paid by the Borrower. In addition, if the Closing does not occur
as a result of the failure of the Borrower to meet its obligations hereunder, the Borrower shall
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reimburse the Underwriter for all reasonable out of pocket expenses, including but not limited to
reasonable counsel fees, including the cost of producing this Bond Purchase Agreement, the fees
and expenses for qualification of the Series 2020 Bonds for sale under state securities laws and
preparation of the Blue Sky memoranda, incurred by them in connection with the contemplated
transactions hereunder. The Underwriter shall pay all of the other costs and expenses incurred by
it in connection with the public offering and distribution of the Series 2020 Bonds.

In order to ensure compliance with applicable state and/or local ethics statutes that may
apply to employees of the Authority as well as federal securities regulations that may apply to
the Underwriter, the Authority shall be responsible for and upon presentation by the Underwriter
of a bill to the Authority shall pay any expenses on behalf of the Authority’s employees that are
incidental to implementing this Bond Purchase Agreement, including, but not limited to, meals,
transportation, lodging, and entertainment of those employees.

13.  Underwriter’s Representations and Agreements. The Underwriter hereby
represents, warrants and agrees as follows:

(a) The Underwriter has neither requested nor received from (nor does the
Underwriter expect to receive from or have reviewed by) the Authority or any of its directors,
officers, employees or agents any information with respect to the Borrower, the Project, the Series
2020 Bonds or the security purported to be afforded by the Agreement, or otherwise, except for
any such information that is included within the express representations and warranties of the
Authority in this Bond Purchase Agreement or the Agreement or under the captions “THE
AUTHORITY” and “LITIGATION” (solely with respect to the information pertaining to the
Authority) in the Preliminary Official Statement or the Official Statement or in any other
instrument delivered to the Underwriter by or on behalf of the Authority in connection with the
transactions contemplated hereby or thereby,

(b)  The Underwriter has not relied and does not rely on any findings or action
taken by the Authority or the findings made by the Authority as required by the Act as constituting
information with respect to the Borrower, the Project, the Series 2020 Bonds or the security
purpotted to be afforded by the Agreement, or otherwise. '

(©) Neither the Authority nor any of its directors, officers, employees or agents
shall have any responsibility to the Underwriter for the completeness of the information obtained
by the Underwriter from any source with respect to the Borrower, its assets, businesses,
circumstances, financial condition and properties, or with respect to the Project, the Series 2020
Bonds or the security purported to be afforded by the Agreement, or otherwise, or, subject only to
the exceptions stated in paragraph (a) above, for the accuracy of such information and the
Underwriter acknowledges that, as between itself and the Authority, the Underwriter assumes
responsibility for obtaining such information and making such investigation as it deems necessary
or desirable in connection with its decision to purchase the Series 2020 Bonds.

14. Establishment of Issue Price.

(a) The Underwriter agrees to assist the Authority and the Borrower in
establishing the issue price of the Series 2020 Bonds and shall execute and deliver to the Authority
and the Borrower on or before the Closing Date an “issue price” or similar certificate substantially
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in the form attached hereto as Exhibit 1 (the “Certificate of the Underwriter”), together with the
supporting pricing wires or equivalent communications, with such modifications to such certificate
as may be deemed appropriate or necessary, in the reasonable judgment of the Underwriter, the
Authority, the Borrower and Bond Counsel, to accurately reflect, as applicable, the sales price or
prices or the initial offering price or prices to the public of the Series 2020 Bonds. Such certificate
shall also set forth calculations of the yield on the Series 2020 Bonds and the weighted average
maturity for the Series 2020 Bonds and state that the Authority, the Borrower and Bond Counsel
may rely on such certifications for purposes of determining compliance with Sections 103, 148 and
149(d) of the Code,

(b)  Except as otherwise set forth in Schedule A to Exhibit 1 hereto, the
Authority and the Borrower will treat the first price at which 10% of each Maturity (as defined in
Exhibit 1) of Series 2020 Bonds designated on Schedule A to Exhibit 1 as subject to the 10% test
is sold to the public (the “10% test”) as the issue price of that Maturity (if different interest rates
apply within a maturity, each separate CUSIP number within that maturity will be considered a
separate Maturity for this purpose). For each Maturity of the Series 2020 Bonds for which the
10% test is not met as of the Date Hereof (which shall be designated on Schedule A to Exhibit 1 as
subject to the hold-the-offering-price rule), the Authority and the Borrower will treat the initial
offering price set forth in Schedule A to Exhibit 1 as the issue price of that Maturity under the
hold-the-offering-price rule described below.

(© The Underwriter confirms that it has offered the Series 2020 Bonds to the
public on or before the Date Hereof at the respective Initial Offering Prices (as defined in Exhibit
1} therefor. Schedule A to Exhibit 1 sets forth as of the Date Hereof, the Maturities, if any, of the
Series 2020 Bonds for which the 10% test has not been satisfied and for which the Authority, the
Borrower and the Underwriter agree that the restrictions set forth in the next sentence shall apply,
which will allow the Authority and the Borrower to treat the Initial Offering Price to the public of
cach such Maturity as the issue price of that Maturity (the “hold-the-offering-price rule”). So long
as the hold-the-offering-price rule remains applicable to any Maturity of the Series 2020 Bonds,
the Underwriter will neither offer nor sell unsold Series 2020 Bonds of that Maturity to any person
at a price that is higher than the initial offering price to the public during the period starting on the
Date Hereof and ending on the earlier of the following:

(1) the close of the fifth (5%) business day after the Date Hercof: or

(2) the date on which the Underwriter has sold at least 10% of that Maturity of the
Series 2020 Bonds to the public at a price that is no higher than the initial offering
price to the public.

The Underwriter shall promptly advise the Authority, the Borrower and Bond Counsel when 10%
of a Maturity of the Series 2020 Bonds subject to the hold-the-offering-price rule has been sold to
the public at a price that is no higher than the initial offering price to the public, if that occurs prior
to the close of the fifth (5) business day afier the Date Hereof and shall confirm in the Certificate
of the Underwriter delivered on or before the Closing Date those Maturities of the Series 2020
Bonds as to which the hold-the-offering-price rule has been satisfied.

(d)  The Underwriter acknowledges that sales of any Series 2020 Bonds to any
person that is a related party to an Underwriter shall not constitute sales to the public for
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purposes of this Section 14. Further, for purposes of this Section 14:
) “public” means any person other than an underwriter or a related party,

(i) (1) “Underwriter” has the meaning set forth in the first paragraph of this
Purchase Contract, and (2) “underwriter” means (A) any person that
agrees pursuant to a written contract with the Authority (or with the lead
underwriter to form an underwriting syndicate) to participate in the initial
sale of the Series 2020 Bonds to the public and (B) any person that agrees
pursuant to a written contract directly or indirectly with a person described
in clause (A) to participate in the initial sale of the Series 2020 Bonds to
the public (including a party to a retail distribution agreement participating
in the initial sale of the Series 2020 Bonds to the public), and

(iii)  a purchaser of any of the Series 2020 Bonds is a “related party” to an
underwriter if the underwriter and the purchaser are subject, directly or
indirectly, to (i) at least 50% common ownership of the voting power or
the total value of their stock, if both entities are corporations (including
direct ownership by one corporation of another), (ii} more than 50%
common ownership of their capital interests or profits interests, if both
entities are partnerships (including direct ownership by one partnership of
another), or (iii) more than 50% common ownership of the value of the
outstanding stock of the corporation or the capital interests or profit
interests of the partnership, as applicable, if one entity is a corporation and
the other entity is a partnership (including direct ownership of the
applicable stock or interests by one entity of the other).

In the event the Underwriter fails (other than for a reason permitted under this Purchase
Contract) to accept and pay for the Bonds at the Closing as provided herein, the Underwriter
shall pay to the Authority as full liquidated damages and not as a penalty, the amount of one
percent (1%) of the principal amount of the Bonds, and payment of that sum by the Underwriter
to the Authority shall constitute a full release and discharge of all claims and damages of the
Authority and the Borrower for such failure and for any and all defaults hereunder on the part of
the Underwriter. Such amount shall be applied first to the expenses and damages of the
Authority in full and, thereafter, to the expenses and damages of the Borrower. The Underwriter
understands that in such event the actual damages of the Authority and the Borrower may be less
than such amount. Accordingly, the Underwriter waives any right to claim that the actual
damages of the Authority and the Borrower are less than such amount. The Authority, the
Borrower and the Underwriter acknowledge and confirm that it would be extremely difficult, if
not impossible, to determine the exact amount of damages that would be suffered as a result of a
failure by the Underwriter (other than for a reason permitted herein) to accept and pay for the
Bonds at the Closing as provided herein and that the liquidated damages provided herein are a
reasonable good faith estimate of the actual damages and are not a penalty.

15.  Notices. Any notice or other communication to be given to the Authority under this
Bond Purchase Agreement may be given by mailing or delivering the same in writing to the
Authority at its address set forth above, Attn: James Key-Wallace, Executive Director; any notice
or other communication to be given to the Borrower under this Bond Purchase Agreement may be
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given by mailing or delivering the same in writing to the Borrower at its address set forth above,
Attn: Larry Goodhue, Chief Executive Officer; and any notice or other communication to be given
to the Underwriter under this Bond Purchase Agreement may be given by mailing or delivering the
same in writing to B.C. Ziegler and Company, Attn: Scott Rolfs, Managing Director, One Notth
Wacker Drive, Suite 2000, Chicago, IL 60606, All notices shall be effective upon delivery.

16.  Parties. This Bond Purchase Agreement is made solely for the benefit of the
Authority, the Underwriter (including the successors or assigns of any Underwriter) and the
Borrower and no other person shall acquire or have any right hereunder or by virtue hereof. All of
the Authority’s and Borrower’s representations, warranties and agreements in this Bond Purchase
Agreement shall remain operative and in full force and effect, regardless of any investigation made
by or on behalf of any Underwriter and delivery of and payment for the Series 2020 Bonds
hereunder.

17.  Underwriter’s Role. The parties to this Agreement acknowledge that the
Underwriter does not have a fiduciary duty to the Authority or the Borrower under the federal
securities laws and is, therefore, not required by federal law to act in the best interests of the
Authority or the Borrower without regard to its own financial or other interests.

18.  Goveming Law. This Bond Purchase Agreement shall be governed by and
construed in accordance with the laws of the State of New Hampshire and shall constitute an
instrument under seal thereunder.

19. Counterparts. This Bond Purchase Agreement may be executed in any number of
counterparts, all of which taken together shall be one and the same instrument, and any parties
hereto may execute this agreement by signing any such counterpart.

20.  Time of Execution. This Bond Purchase Agreement is executed at 7:15 p.m. on
April 23, 2020.

[Remainder of page intentionally lefi blank]
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Very truly yours,

B.C. ZIEGLER AND COMPANY

By: ke Papadopoulos
Title: Managing Director

Accepted and Agreed to as of the date hereof

THE BUSINESS FINANCE AUTHORITY
OF THE STATE OF NEW HAMPSHIRE

Authorized (Dfficer

Accepted and Agreed to as of the date hereof

PENNICHUCK WATER WORKS, INC.

By: Larry D. Goodhue
Title: Chief‘Executive Officer, Chief Financial Officer, and Treasurer

[Signature page to Bond Purchase Agreement]
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Very truly yours,

B.C. ZIEGLER AND COMPANY

By: lke Papadopoulos
Title: Managing Director

Accepted and Agreed to as of the date hereof

THE BUSINESS FINANCE AUTHORITY
OF THE STATE OF NEW HAMPSHIRE

@J}I’ized Officer

Accepted and Agreed to as of the date hereof

PENNICHUCK WATER WORKS, INC.

By: Larry D. Goodhue
Title: Chief Executive Officer, Chief Financial Officer, and Treasurer

[Signature page to Bond Purchase Agreement]
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Accepted and Agreed to as of the date hereof

THE BUSINESS FINANCE AUTHORITY
OF THE STATE OF NEW HAMPSHIRE

Attachment to Staff Recommendation

Very truly yours,

B.C. ZIEGLER AND COMPANY

By: Ike Papadopoulos
Title: Managing Director

Authorized Officer

Accepted and Agreed to as of the date hereof

PENNICHUCK WATER WORKS, INC.

Y ') y
oy _/j_,a_ L CEe

By: Larry D, Goodhue

Title: Chief Executive Officer, Chief Financial Officer, and Treasurer

[Signature page to Bond Purchase Agreement)
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SCHEDULE A
$7,000,000
BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE

WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT) SERIES 2020A (AMT)

Item

Number

L. Date of this Bond Purchase Agreement — April 23, 2020

2. (a)  Aggregate principal amount of the Series 2020A Bonds — $7,000,000
{b)  Date of the Series 2020A Bonds - April 29, 2020

{¢)  2020A Term Bonds:

(c)(1) Sinking fund installments - The sinking fund installments for the Series 2020A
Bonds maturing on April 1, 2030 shall be as follows:

Year Principal Amount
2023 $ 15,000
2024 145,000
2025 155,000
2026 160,000
2027 165,000
2028 170,000
2029 180,000
2030* 185,000
*Maturity

$1,175,000 4.00% Term Bond Due April 1, 2030; Price: 107.192%, Yield: 3.15%, CUSIP 644684DR0

©)(2) Sinking fund installments — The sinking fund installments for the Series 2020A
Bonds maturing on April 1, 2050 shall be as follows:

Year Principal Amount
2031 $195,000
2032 200,000
2033 210,000
2034 220,000

2035 230,000
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2036 235,000
2037 245,000
2038 255,000
2039 265,000
2040 280,000
2041 200,000
2042 300,000
2043 315,000
2044 325,000
2045 340,000
2046 355,000
2047 370,000
2048 380,000
2049 400,000
2050%* 415,000
**Final Maturity

$5,825,000 4.00% Term Bond Due April 1, 2050; Price: 100.00%, Yield: 4.00%, CUSIP; 644684DS8
(d) Optional Redemption of Series 2020A Bonds

The Series 2020A Bonds, except such Series 2020A Bonds maturing on or before April
1, 2030, which are not subject to redemption prior to maturity unless redeemed pursuant
to the special redemption provisions, are redeemable prior to maturity beginning April 1,
2030, at the option of the Borrower by the written direction of the Borrower to the
Authority and the Trustee, at a redemption price equal to 100% of the principal amount of
the Series 2020A Bonds to be redeemed, together with accrued interest to the redemption
date. The Series 2020A Bonds are subject to special redemption as described in the Official
Statement at a price of par.

Purchase price of the Series 2020A Bonds — $7,020,386.00 (par amount of $7,000,000.00
less underwriter’s discount of $64,120.00 and plus net original issue premium of
$84,506.00).

Date of the Closing — April 29, 2020
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SCHEDULE B

$380,000

BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE

Number

1.

2

WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT)
SERIES 2020B (FEDERALLY TAXABLE)

Date of this Bond Purchase Agreement — April 23, 2020

(a)  Aggregate principal amount of the Series 2020B Bonds — $380,000
(b)  Date of the Series 2020B Bonds — April 29, 2020
(c) 2020B Term Bonds:
(c)(1) Sinking fund installments — The sinking fund installments for the Series 2020B
Bonds maturing on April 1, 2023 shall be as follows:
Year Principal Amount
2021 $125,000
2022 130,000
2023%* 125,000
**Maturity

$380,000 5.25% Taxable Term Bond Due April 1, 2023; Price: 99.328%, Yield: 5.50%, CUSIP 644684DT§

(d)

The Series 2020B Bonds are subject to special redemption as described in the
Official Statement at a price of par.

Purchase price of the Series 2020B Bonds — $373,965.60 (par amount of $380,000 less
underwriter’s discount of $3,480.80 less net original issue discount of $2,553.60).

Date of the Closing — April 29, 2020
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EXHIBIT 1

FORM OF CERTIFICATE OF THE UNDERWRITER

$7,000,000
BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE
WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT) SERIES 2020A (AMT)

$380,000
BUSINESS FINANCE AUTHORITY OF THE STATE OF NEW HAMPSHIRE
WATER FACILITY REVENUE BONDS
(PENNICHUCK WATER WORKS, INC. PROJECT)
SERIES 2020B (FEDERALLY TAXABLE)

The undersigned, on behalf of B.C. Ziegler and Company (the “Underwriter”), hereby
certifies as set forth below with respect to the sale and issuance of the above-captioned
obligations (the “Bonds™).

A. Issue Price

1. Sale of the General Rule Maturities. As of the date of this certificate, for each
Maturity of the General Rule Maturities, the first price at which at least 10% of such Maturity
was sold to the Public is the respective price listed in Schedule A to Exhibit 1.

2. Initial Offering Price of the Hold-the-Offering-Price Maturities.

(a) The Underwriter offered the Hold-the-Offering-Price Maturities to the Public for
‘purchase at the respective initial offering prices listed in Schedule A to Exhibit 1 (the “Initial
Offering Prices”) on or before the Sale Date. A copy of the pricing wire or equivalent
communication for the Bonds is attached to this certificate as Schedule B to Exhibit 1.

(b)  As set forth in the Purchase Contract, the Underwriter agreed in writing that,
(i) for each Maturity of the Hold-the-Offering-Price Maturities, it would neither offer nor sell
any of the Bonds of such Maturity to any person at a price that is higher than the Initial Offering
Price for such Maturity during the Holding Period for such Maturity (the “hold-the-offering-price
rule”), and (ii) any retail distribution agreement shall contain the agreement of each broker-
dealer who is a party to the retail distribution agreement, to comply with the hold-the-offering-
price rule. Pursuant to such agreement, no Underwriter (as defined below) has offered or sold
any Maturity of the Hold-the-Offering-Price Maturities at a price that is higher than the
respective Initial Offering Price for that Maturity of the Bonds during the Holding Period.

3. Defined Terms.

(&)  General Rule Maturities means those Maturities of the Bonds listed in
Schedule A to Exhibit 1 hereto as the “General Rule Maturities.”
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(b)  Hold-the-Offering-Price Maturities means those Maturities of the Bonds listed in
Schedule A to Exhibit 1 hereto as the “Hold-the-Offering-Price Maturities.”

(¢)  Holding Period means, with respect to a Hold-the-Offering-Price Maturity, the
period starting on the Sale Date and ending on the earlier of (i) the close of the fifth business day
afier the Sale Date (April 23, 2020), or (ii) the date on which the Underwriters have sold at least
10% of such Hold-the-Offering-Price Maturity to the Public at prices that are no higher than the
Initial Offering Price for such Hold-the-Offering-Price Maturity.

(d) Borrower means Pennichuck Water Works, Inc.

()  Authority means The Business Finance Authority of State of New Hampshire.

) Maturity means Bonds with the same credit and payment terms. Bonds with
different maturity dates, or Bonds with the same maturity date but different stated interest rates,
are treated as separate maturities.

(g)  Public means any person (including an individual, trust, estate, partnership,
association, company, or corporation)other than an Underwriter or a related party to an
Underwriter. The term “related party” for purposes of this certificate generally means any two or
more persons who have greater than 50 percent common ownership, directly or indirectly.

(h)  Sale Date means the first day on which there is a binding contract in writing for
the sale of a Maturity of the Bonds. The Sale Date of the Bonds is April 23, 2020.

(i) Underwriter means (i) any person that agrees pursuant to a written contract with
the Authority (or with the lead underwriter to form an underwriting syndicate) to participate in
the initial sale of the Bonds to the Public, and (ii) any person that agrees pursuant to a written
contract directly or indirectly with a person described in clause (i) of this paragraph to participate
in the initial sale of the Bonds to the Public (including a member of a selling group or a party to a
retail distribution agreement participating in the initial sale of the Bonds to the Public).

B. Yield

At the request of, and in accordance with the methodology described by, Hinckley, Allen
& Snyder LLP (“Bond Counsel”) in Schedule C to Exhibit 1, and in accordance with the facts
and assumptions provided by the Authority, [and using DBC finance software], we have
computed the yicld on the Bonds to be % for purposes of Sections 103 and 148 of the
Internal Revenue Code of 1986, as amended (the “Code™). A description of such methodology is
attached hereto as Schedule C to Exhibit 1, and our computation of yield is attached as
Schedule D to Exhibit 1.

C. Weighted Average Maturity

At the request of Bond Counsel, and using DBC finance software, we have calculated the
weighted average maturity of the Bonds to be not greater than years.,
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The representations set forth in this certificate are limited to factual matters only,
Nothing in this certificate represents the Underwritet’s interpretation of any laws, including, but
not limited to Sections 103 and 148 of the Code, and the Treasury Regulations thereunder. The
undersigned understands that the foregoing information will be relied upon by the Authority and
the Borrower with respect to certain of the representations set forth in the Authority Tax
Certificate and with respect to compliance with the federal income tax rules affecting the Bonds,
and by Bond Counsel in connection with rendering its opinion that the interest on the Bonds is
excluded from gross income for federal income tax purposes, the preparation of the Internal
Revenue Service Form 8038-G, and other federal income tax advice that it may give to the
Authority and the Borrower from time to time relating to the Bonds.

B.C. Ziegler and Company, as Underwriter

By:
Name: Tke Papadopoulos
Title: Managing Director

Dated:
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SCHEDULE A TO EXHIBIT 1

: SALE PRICES OF THE GENERAL RULE MATURITIES AND
INITIAL OFFERING PRICES OF THE HOLD-THE-OFFERING-PRICE MATURITIES

General Rule Maturities

2020A Term Bonds

1) Sinking fund installments — The sinking fund installments for the Series 2020A
Bonds maturing on April 1, 2030 shall be as follows:

Year Principal Amount
2023 $ 15,000
2024 145,000
2025 155,000
2026 160,000
2027 165,000
2028 170,000
2029 180,000
2030* 185,000
*Maturity

2) Sinking fund installments — The sinking fund installments for the Series 2020A
Bonds maturing on April 1, 2050 shall be as follows:

Year Principal Amount
2031 $195,000
2032 200,000
2033 210,000
2034 220,000
2035 230,000
2036 235,000
2037 245,000
2038 255,000
2039 265,000
2040 280,000
2041 290,000
2042 300,000
2043 315,000
2044 325,000
2045 340,000
2046 355,000

2047 370,000
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2048 380,000
2049 400,000
2050 415,000
- **Final Maturity
2020B Term Bonds

1 Sinking fund installments — The sinking fund installments for the Series 2020B
Bonds maturing on April 1, 2030 shall be as follows:

Year Principal Amount

2021 $125,000

2022 130,000

2023%* 125,000
**Maturity

Hold-the-Offering-Price Maturities

None
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SCHEDULE B TO EXHIBIT 1

PRICING WIRE OR EQUIVALENT COMMUNICATION
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SCHEDULE C TO EXHIBIT 1

YIELD COMPUTATION METHODOLOGY

General. The term “yield” refers to that discount rate which, when used in computing
the present value as of the issue date of all unconditionally payable payments of principal and
interest on an obligation, produces an amount equal to the present value of the issue price of such
obligation as of the issue date.

All caleulations are to be made on the basis of semiannual compounding using a 360-day
year, upon the assumption that payments are made on the last day of each semiannual interest
period. Mandatory redemptions are to be taken into account. All calculations are to be made
using actual facts and reasonable expectations as of the date of issue. For example, optional
redemptions are taken into account to the extent it is reasonably certain that they will occur.

In calculating yield on the Bonds, there shall be used, as the issue price, the aggregate of
the issue prices described in the Certificate of the Underwriter, including any accrued interest on
the Bonds.

Certain Bonds subject to optional redemption or issued at a premium. In calculating
the yield on the Bonds, a bond subject to optional redemption within 5 years of the issue date is
to be treated as if redeemed at its stated retirement price (including call premium) on the optional
redemption date that would produce the lowest yield. A bond is only subject to the foregoing
rule if any one of the following is true: (1) the yield on the issue, computed using the assumption
that all bonds subject to redemption within 5 years of the issue date are redeemed at maturity, is
more than .125% higher than the yield on the issue, computed using the assumption that such
bonds ate redeemed at their earliest redemption date; (2) the issue price of the bond exceeds its
stated redemption price at maturity by more than .25% multiplied by the product of such
redemption price and the number of complete years to the first optional redemption date; or (3)
the bond bears interest at increasing interest rates (i.c., the bond is a stepped coupon bond).

Deep discount bonds. In the case of a discount bond (or group of substantially identical
discount bonds) subject to mandatory early redemption (determined without regard to payments
for a “qualified guarantee™), yield is computed by treating such bond (or bonds) as redeemed at
present value. Safe harbor: A discount bond is not subject to the foregoing rule if the stated
redemption price at maturity does not exceed the issue price by more than .25% multiplied by the
product of such redemption price and the number of years to the weighted average maturity of
the bond (or bonds), taking scheduled mandatory redemptions into account. In such case, i.e., if
the stated redemption price at maturity of such discount bond (or bonds) does not exceed the
foregoing threshold, yield is computed treating each such discount bond as though redeemed at
its outstanding stated principal amount (rather than at present value), plus accrued unpaid
interest.

Administrative costs.
(i) In general. In determining payments and receipts on investments, only “qualified

administrative costs” may be taken into account. Thus, “qualified administrative costs” are the
only administrative costs that increase the payments for, or decrease the reccipts from, the
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investments. Qualified administrative costs are reasonable, direct administrative costs, other
than carrying costs, such as separately stated brokerage or selling commissions, but not legal and
accounting fees, record keeping, custody and similar costs. Except as specified in paragraph (ii),
below, general overhead costs and similar indirect costs of the Authority such as employee
salaries and office expenses and costs associated with computing the rebate amount under
section 148(f) are not “qualified administrative costs.” In general, administrative costs are not
reasonable unless they are comparable to administrative costs that would be charged for the same
investment or a reasonably comparable investment if acquired with a source of funds other than
gross proceeds of tax-exempt bonds.

(ii) Special rule for administrative costs of investments in certain regulated
investment companies and commingled funds. Qualified administrative costs include all
reasonable administrative costs, without regard to the limitation on indirect costs under
paragraph (i}, above, incurred by:

(A)  Certain regulated investment companies. A publicly offered regulated
investment company (as defined in section 67(c)(2)(B)) of the Code; and

(B)  Extemnal commingled funds. A commingled fund in which the Authority

and any related parties do not own more than 10 percent of the beneficial interest in the
fund:

(iii)  Special limit on broker’s fees for guaranteed investment contracts. For a
guaranteed investment contract, a broker’s commission paid on behalf of either the issuer or the
provider is not a “qualified administrative cost” to the extent that the fee exceeds the lesser of
(i) 0.2% of the amount of gross proceeds reasonably expected to be deposited in the contract
over its term (ot, if more, $4,000), and (ii) $39,000, or the aggregate amount of all fees received
by the broker in connection with investments acquired with gross proceeds of the bond issue
exceeds $111,000.

(iv)  Special limit on broker’s fees for U.S. Treasury Obligations. For investments
purchased for a yield restricted defeasance escrow, the broker’s commission is not a “qualified
administrative cost” if it exceeds the lesser of (i) 0.2% of the amount of gross proceeds initially
invested in the obligations (or, if more, $4,000), and (ii) $39,000, or the aggregate amount of all
fees received by the broker in connection with investments acquired with gross proceeds of the
bond issue exceeds $111,000.

046



Attachment to Staff Recommendation

SCHEDULE D TO EXHIBIT 1

YIELD COMPUTATION
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Exhibit DR4-5B
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SUPPLEMENT DATED MAY 12, 2020 Exhibit DR4-5C

TO OFFICIAL STATEMENT DATED APRIL 23, 2020
RELATING TO

$7,380,000
Business Finance Authority of the State of New Hampshire
E P Rl ESRRLL IR Water Facility Revenue Bonds
WATER (Pennichuck Water Works, Inc. Project) Series 2020

Comprised of:

$7,000,000 $380,000
Water Facility Revenue Bonds Water Facility Revenue Bonds
(Pennichuck Water Works, Inc. Project) (Pennichuck Water Works, Inc. Project)
Series 2020A (AMT) Series 2020B (Federally Taxable)

Collectively, the “Series 2020 Bonds”.

Reference is hereby made to the Official Statement dated April 23, 2020 (the “Official
Statement™), relating to the Series 2020 Bonds. The purpose of this Supplement to Official Statement
(this “Supplement™) is to revise the section of the Official Statement captioned “CONTINUING
DISCLOSURE” to reflect the incurrence of two financial obligations and failure of the Borrower to
timely provide notice of a material event pursuant to an existing continuing disclosure undertaking.
Capitalized terms not otherwise defined in this Supplement have the meanings given to them in the
Official Statement. Except as expressly modified by this Supplement, the Official Statement shall remain
in full force and effect.

The section of the Official Statement captioned “CONTINUING DISCLOSURE” is hereby
deleted in its entirety and replaced with the following, with the bolded paragraph reflecting new text:

CONTINUING DISCLOSURE

No financial or operating data conceming the Authority is material to any
decision to purchase, hold or sell the Series 2020 Bonds and the Authority will not
provide any such information. The Borrower has undertaken all responsibilities for any
continuing disclosure to Bondowners as described below, and the Authority shall have no
liability to the Bondowners or any other person with respect to such disclosures.

The Borrower and The Bank of New York Mellon Trust Company, N.A, as
dissemination agent (the “Dissemination Agent”), are entering into a Continuing
Disclosure Agreement (the “Continuing Disclosure Agreement”) for the benefit of the
Bondowners and in order to assist the Underwriter in complying with Rule 15¢2-12
adopted by the SEC under the Securities Exchange Act of 1934, as the same may be
amended from time to time (the “Rule™).

The Borrower has covenanted for the benefit of Bondowners to provide certain
financial information and operating data relating to the Borrower and the Parent by not
later than one hundred eighty (180) days following the end of the Borrower’s fiscal year
beginning with the fiscal year ending December 31, 2020 (the “Annual Report™), to
provide certain annual operating data relating to the Borrower and to provide notices of
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the occurrence of certain enumerated events, in accordance with the requirements of the
Rule. The Annual Report and notices of material events, if any, will be filed on behalf of
the Borrower with the Municipal Securities Rulemaking Board (the “MSRB”) in an
electronic format as prescribed by the MSRB. The specific nature of the information to
be contained in the Annual Report and the notices of certain enumerated events is set
forth in Appendix E — “FORM OF CONTINUING DISCLOSURE AGREEMENT.”

In connection with the issuance of bonds on its behalf by the Authority in April
1997 (the “1997 Bonds™), January 2005 (the “January 2005 Bonds™) and October 2005
(the “October 2005 Bonds™ and, together with the 1997 Bonds and the January 2005
Bonds, the “Refunded Bonds™), the Borrower covenanted for the benefit of the owners of
the Refunded Bonds to provide certain financial and other information. Prior to the
refinancing of the Refunded Bonds with a portion of the bonds issued by the Authority on
behalf of the Borrower in December 2014 (the “2014 Bonds) and October 2015 (together
with the 2014 Bonds, the “Existing Bonds™), the Borrower had not fully complied with its
disclosure obligations under its continuing disclosure agreements with respect to the
Refunded Bonds.

Under the continuing disclosure agreements entered into by the Borrower with
respect to the January 2005 Bonds and the October 2005 Bonds, the Borrower was
required to disclose annually certain information regarding the regulation of its rates by
the New Hampshire Public Utilities Commission and Federal and New Hampshire
Regulation of the Borrower relating to environmental protection and public health and
safety. Prior to the acquisition of the Parent by the City of Nashua in 2012, the Borrower
had satisfied these disclosure obligations by providing the Trustee, in its role as
dissemination agent, with copies of the annual reports of the Parent that had been filed by
the Parent with the Securities and Exchange Commission. After the Parent ceased being
a publicly traded company in January 2012, these annual reports were not prepared or
provided to the Dissemination Agent, and the required disclosures regarding rate and
environmental regulation of the Borrower were not made. The Borrower subsequently
provided the required disclosures to the Dissemination Agent for each of the years 2013-
2014. Under the continuing disclosure agreements entered into by the Borrower with
respect to the Existing Bonds, the Borrower is not required to make any disclosures
regarding rate and environmental regulation of the Borrower.

Under the continuing disclosure agreements entered into by the Borrower with
respect to the Refunded Bonds, the Borrower was required to disclose changes in the
ratings of the Refunded Bonds. The Borrower failed to disclose timely changes in the
ratings of the Refunded Bonds that occurred in December 2013 with respect to the
upgrading of the Borrower’s underlying rating. The Borrower subsequently provided the
required disclosures to the Dissemination Agent.

The Borrower may also be considered to have filed certain of its annual reports
late. Under the continuing disclosure agreement for the 1997 Bonds, the Borrower was
required to provide its annual report for each year to the Dissemination Agent by June 1
of the following year. In all years, the Borrower provided its annual reports to the
Dissemination Agent before the applicable deadline, but in 2014, the Borrower’s annual
report was not provided by the Dissemination Agent to the MSRB by the applicable
deadline.
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Other than with respect to the required regulatory disclosures in 2013-2014, with
respect to the disclosures with respect to ratings changes in 2013 and, potentially, the
timeliness of filing of the Borrower’s annual report in 2014, the Borrower has complied
in all material respects with its disclosure obligations with respect to the Refunded
Bonds. The Borrower determined in 2014 that it was not required to self-report under the
Municipalities Continuing Disclosure Cooperation Initiative that was announced by the
Division of Enforcement of the Securities and Exchange Commission on March 10, 2014.

In connection with the issuance of the Existing Bonds, the Borrower covenanted
for the benefit of the owners of the Existing Bonds to provide certain financial and other
information. The Borrower has complied in all material respects with its disclosure
obligations with respect to the Existing Bonds.

In connection with the issuance of bonds on its behalf by the Authority in
April 2019 (the “2019 Bonds”), the Borrower covenanted for the benefit of the
owners of the 2019 Bonds to provide certain financial and other information,
including the “incurrence of a financial obligation”. On June 12, 2019, the
Borrower entered into a loan agreement with the State of New Hampshire
Department of Environmental Services (the “DES Loan”) but did not submit a
timely event notice. On May 7, 2020, the Borrower entered into a loan with TD
Bank, N.A. regarding funding through the Paycheck Protection Program (the “PPP
Loan”) established by the CARES Act in response to the COVID-19 pandemic. The
Borrower has since filed notices with the MSRB on its Electronic Municipal Market
Access (“EMMA”) website pertaining to the incurrence of the DES Loan and the
PPP Loan and its failure to timely file a notice of the incurrence of the DES Loan.
Other than with respect to the disclosures pertaining to the incurrence of a financial
obligation with respect to the 2019 Bonds and the Series 2020 Bonds, the Borrower
has complied in all material respects with its disclosure obligations for such bonds.
The Borrower has taken steps to ensure that all future filings will be filed in a timely
manner.

Ziegler

Dated: May 12, 2020

191



Attachment to Staff Recommendation

Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-6 Witness: Larry D. Goodhue

REQUEST: Please provide a copy of the proposed bond purchase agreement and/or any
other documents that show the terms and conditions for the proposed bond financing. Note
that documents previously submitted in the instant docket need only be referenced and do not
need to be provided again.

RESPONSE:

The response to Staff 4-5 has already provided these documents. The documents are required to
be created for each annual issuance, and such, the documents for issuances in 2021-2025 have
not been created yet. But those will be based upon the template of documents consistent with the
2020 documents provided as attached exhibits or referenced in the response to Staff 4-5. As
such, nothing additional is being provided to this response, as the response to Staff 4-5
encompasses the requested information for this data request.
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-7 Witness: Larry D. Goodhue

REQUEST: Regarding the selection of the financial advisor and underwriter for the Bond

Issuance:

c)

d)

In DW 17-183, TD Securities (USA) LLC and TD Bank, NA worked on the bond issuance,
per Mr. Goodhue's pre-filed testimony (Bates 18 in DW 17-183). Please explain why TD
Securities (USA) LLC and TD Bank, NA, were not again selected to work on the currently
proposed bond issuance.

Please explain why B.C. Ziegler and Company was chosen to be the financial advisor and
is expected to be the underwriter for the Bond Issuance.

Has the Company explored any other alternative options in this regard? Please explain.

RESPONSE:

c)

d)

TD Bank, NA has never been a party to the Company’s bond issuances, only acting as the
Company’s commercial bank and lender, which would have a tangential interest in those
transactions, for which that tangential relationship and interest continues today. TD
Securities (USA) LLC was not used for the bond issuance in April 2020 or in September
2020, as they had made changes internally to the investment banking team offering
services to companies such as Pennichuck, both in the manner upon which they could
assist our Company, and the structure and location of its team of professionals to service
these engagements. After the Company’s April 2019 bond issuance, TD Securities
(USA) LLC decided to disassemble their investment banking team in Boston, and to
service all customers from NY City, with a smaller team, geared more towards large bond
issuances, well above the levels for which PWW typically issues bonds.

With the transition by TD Securities in 2019, PWW’s primary investment banker at that
firm became the primary investment banker at B.C. Ziegler in Boston, which services
firms and clients in the New England region. As such, the Company did an RFP with
both firms, seeking independent responses as to their ability and costs for providing
investment banking services for PWW beginning with its April 2020 bond issuance. In
the end, B.C. Ziegler was selected, as the only “hard cost” for these deals (the
underwriter’s discount or commission) was exactly the same in both of the independent
responses. However, the “intangibles” weighed in favor of Ziegler in that they: 1)
offered better overall market coverage for bond issuances of PWW’s size and type; 2)
offered a team of professionals more geographically located near the Company; 3) better
analytic and marketing tools to secure better market response for the sale of the bonds;
and 4) probably most importantly, the institutional knowledge and strength of the primary
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investment banker that had worked with the Company in an accretive manner with the
Company’s 2014, 2015 and 2018 issuances.

The Company has explored other alternatives and is nearly certain it will be using Hilltop
Securities to issue its bonds for April 2021, and most likely for the years immediately following.
The reasoning for this, is that the primary investment banker at Ziegler was recruited to join
Hilltop in late 2020 and will soon be able to work with clients he serviced at his prior firm. His
departure from Ziegler makes the likely move to Hilltop as a necessary consideration. A
commitment has already been asserted related to the overall hard costs to be borne in moving to
this new firm, whereby the underwriters discount would be equivalent to the one offered by
Ziegler and TD Securities in the last RFP process. In moving to Hilltop, the Company would
now be working with an investment banking firm that is the #2 ranked firm in the country for the
issuance of municipal bonds (for which PWW’s bonds are most closely identified to), working
with a primary investment banker that has shown a great ability to assist the Company in issuing
its bonds, even in very disrupted bond markets. He was brought into their firm to create a large
and qualified team of professionals in a new Boston based office, servicing clients in New
England. Under the guidance of this investment banker (and his personal extraordinary efforts)
the Company was able to issue its annual bonds at the end of April 2020, in spite of the fact that
the municipal bond market had stopped functioning in total, due to COVID-19. The bonds were
issued within a few basis points of the rates previously achieved by the Company’s April 2019
issuance with TD Securities, which were issued in a fully functioning and non-disrupted muni
bond market. This banker again assisted the Company in the highly successful taxable bond
issuance by PWW in September 2020 (as approved in DW 20-055) and achieving near optimum
rate savings as compared to the anticipated range for which those bonds could be issued.

It is important to note and recall that the overall success of bond issuances, as it relates to the
eventual cost of the debt instruments (which is passed onto customers in the DSRR portions of
allowed rates) is fully dependent upon successfully navigating a true market-based environment.
The bond markets are one of the purest forms of price being determined by the balance point
between supply and demand. As such, using the right professionals that can assist in obtaining
enhanced demand for the Company’s bonds, results in lower overall cost of the issued debt, and
lower overall water rates for customers.
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Pennichuck Water Works, Inc.
DW 20-157
Petition For Financing Approval - Staff Data Requests - Set 4

Date Request Received: 1/11/21 Date of Response: 1/20/21
Request No. Staff 4-8 Witness: Larry D. Goodhue

REQUEST: Mr. Goodhue states that “the issuance of up to $57,500,000 in aggregate tax-
exempt bonds ... is consistent with the public good ... because they will ... (3) generally improve
the capitalization of PWW ... and without material adverse impact on customer rates, based on
reasonable projections.” Petition at 33.

a. Please further explain how the debt will improve capitalization and the resulting
rates in future rate case will not have a material adverse impact on ratepayers,
thus consistent with the public good.

b. Please explain what the Company uses as a basis for reasonableness in it
projections. Does the Company undertake any other models or projections
when considering long-s term capital projects?

RESPONSE:

a.  First, the Company only makes investments in capital projects in order to meet
regulatory requirements for water quality and supply standards, and to replace
aging infrastructure that is needed to meet these standards and the Company’s
overall mission of providing clean, safe drinking water to its customers. The
Company does not make capital investments to increase the rate base for which it
can earn upon, to the benefit of external shareholders. In fact, the Company’s rate
structure does not include a return on rate base. As such, the debt service costs
associated with these bonds is the lowest cost alternative for the Company to
obtain the required capital to make these necessary and prudent capital
investments. As has been demonstrated in multiple rate cases for PWW since
2012, the Company’s overall weighted average cost of capital is far below what it
incurred as a publicly traded utility prior to 2012, or by other Investor Owned
Utilities in the State or in the industry. As such, the Company has a statutory
responsibility to comply with Safe Drinking Water Standards, NHDES
requirements for water source capacity and supply, and the proper stewardship of
the assets needed to continue to serve its customers. Being able to accomplish
this by funding these capital projects by issuing bonds as provided for under this
Plan of Financing, is thereby in the public good.

b.  The Company considers capital projects based upon a number of metrics. For the
replacement of water mains, the Company seeks to replace approximately 2 to 3
miles of over 500 miles water mains per year with a focus on water mains that
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are: (1) unlined cast iron, (2) steel or (3) cement asbestos; as these mains are most
subject to breaks and contribute to water quality problems. Water treatment
media and facilities are replaced as needed to ensure compliance with water
quality standards. The Company has an overall plan for the timely replacement of
equipment when either technological needs necessitate it, or the cost of repair of
equipment is in excess of the benefits derived, for which replacement would be a
better overall economic result. The Company reassesses its capital needs each
year on a 3-year looking forward basis in support of the QCPAC process. The
Company has and will more fully utilize going forward, its GIS/Asset
Management system for forecasting and modeling of capital needs, and to
calculate risk including the consequence of mean time to failure and criticality of
certain assets, in its plans to invest in its capital assets.

10
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