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City of Nashua: Taking of Pennichuck Water Works, Inc. 

Pennichuck Water Works, Inc. and Pennichuck Corporation's Supplemental 
Responses to the City of Nashua's Third Set of Data Requests 

Date of Request: January 27,2006 Date of Supplemental Response: March 3 1,2006 
Data Request No.: Nashua 3-1 1 Witness: John Guastella/Donald Correll 

REQUEST: Please provide any document prepared by or on behalf of Pennichuck or any 
of its subsidiaries or agents that support your conclusion that if P W ' s  assets 
were taken by eminent domain significant economies of scale would be lost. 

SUPPLEMENTAL 
RESPONSE: The impact of the lost economies of scale are reflected in the attached 

analysis, which shows that, in the absence of PWW, the following would 
occur: 

a. PAC's revenue requirement absent its relationship with P W  
would be approximately 66% above its 2005 revenue requirement 
and approximately 120% above its 2005 actual revenues. 

b. PEU's revenue requirement absent its relationship with PWW 
would be approximately 64% above its 2005 revenue requirement 
and approximately 101% above its 2005 actual revenues. 

c. PWSC's annual net income, based on its current contracts in place, 
would change from an annual profit of approximately $15 1,000 to 
an annual loss of approximately $265,000. 

Under the current corporate structure, PWW owns and maintains all common 
use assets and employs all personnel (other than two employees of The 
Southwood Corporation) and allocates facility and personnel costs to its 
affiliated companies. In order to project the cost of service of PEU, PAC and 
PWSC in the absence of PWW, analyses were made to measure the impacts of 
the revised personnel levels, the impacts on the purchasing discounts due to 
reduced volume ordering of materials and supplies, the impacts of the revised 
levels of customers, the impacts of the investment and depreciation of the 
required plant asset replacements, and the impacts on capital costs of the 
restructured corporate entity. To develop comparative cost results, the 
projected common use utility asset costs and utility personnel costs were 
allocated to PEU, PAC, PWSC and Southwood in a manner consistent with 
the cost allocation methodology of PWW on file with the PUC. The revised 
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cost of service results provided hypothetical revenue requirements for each 
company, and the rate increases that would be necessary without PWW as part 
of the combined operation. 

Based on the foregoing, the substantial adverse economic impacts shown on 
the attached schedules reflect the projected cost to each entity andlor its 
customers of having to acquire replacement assets or conduct their businesses 
on a less efficient basis. In the case of PWSC, assuming it could continue its 
operations while experiencing substantial economic losses until expiration of 
its existing operating contracts, its future existence would be dependent on 
whether the market in which it operates would allow it to impose significant 
cost increases on its customers when those contracts were renewed. Given the 
highly competitive nature of that market, PWSC's ability to increase its 
revenues sufficiently to continue to operate successfully is highly doubtful. 
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