CHAIRMAN
Amy L. Ignatius

COMMISSIONERS
Michael D. Harrington
Robert R. Scott

EXECUTIVE DIRECTOR
Debra A. Howland

THE STATE OF NEW HAMPSHIRE

PUBLIC UTILITIES COMMISSION

TDD Access: Relay NH
1-800-735-2964

Tel. (603) 271-2431
FAX (603) 271-3878

Website:
www.puc.nh.gov

21 S. Fruit Strest, Suite 10
Concord, N.H. 03301-2429

March 22, 2013

Debra A. Howland

Executive Director

New Hampshire Public Utilities Commision
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Concord, New Hampshire 03301

Re: DWW 12-359, Pennichuck Water Works, Inc.
Water Infrastructure and Conservation Adjustment —2013-15 Projects
Staff Recommendation for Approval

Dear Ms. Howland:

On December 19, 2012, Pennichuck Water Works, Inc. (PWW) filed a Petition
for Approval of Water Infrastructure and Conservation Adjustment (WICA) Proposed
Projects under its WICA tariff provision. PWW?’s petition was accompanied by the direct
testimony of Donald L. Ware, PWW’s Chief Operating Officer. The Commission
approved the WICA as a pilot program in Order No. 25,230 (June 9, 2011) in docket DW
10-091, PWW’s last full rate case. On December 24, 2012, Mr. Fred Teeboom filed a
request for intervention. The Office of the Consumer Advocate (OCA) filed a letter of
participation on January 3, 2013. The Commission issued an Order of Notice on January
3, 2013, setting a prehearing conference for January 30, 2013. On January 28, 2013, Mr.
Geoffrey Daly filed a request for intervention. The prehearing conference was held as
scheduled, followed by a technical session with Staff and the parties. On February 4,
2013 the Staff filed a letter requesting Commission approval of a procedural schedule,
which was approved by secretarial letter dated February 22, 2013. On February 5, 2013
PWW filed the supplemental testimony of Mr. Ware. Subsequent to the technical
session, Staff and the parties conducted discovery. An additional technical session,
scheduled for March 14, was cancelled upon agreement of Staff and the parties, with
additional written discovery taken. After Staff’s review of the filing and the discovery
materials produced, Staff recommends the Commission approve the filing for PWW’s
2013 and 2014 WICA projects, as amended by the supplemental testimony of Mr. Ware.

This first filing under PWW’s WICA tariff provision contains the company’s
proposed list of WICA-eligible projects for each of the next three years. The Year 1
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projects are to be undertaken in 2013 and are presented for final review; the Year 2
projects, proposed for construction in 2014, are presented for review and approval by the
Commission; the Year 3 projects, proposed for 2015, are presented for advisory purposes
and discussion. By December 31 of 2013, PWW will similarly file its three year list of
WICA-eligible projects for 2014-16, but will also file for approval of its first WICA
surcharge to be applied to customer bills, based on completed construction in 2013.

The Year 1 projects contained in PWW’s filing and as amended by Mr. Ware’s
supplemental testimony, total to $2,681,700 and, if approved for inclusion in the WICA
surcharge, would result in a surcharge to customer bills effective for service rendered on
and after April 1, 2014 of 1.02%. For a residential customer using about 788 cubic feet
of water (equivalent to 5,900 gallons) per month, this surcharge would have a monthly
bill impact of $0.47. Of the total of proposed WICA spending, $2,624,102 is for water
main replacement, and $57,598 is for replacement of service lines. PWW’s filing and
prefiled testimony describe how it has selected the mains to be replaced, using a
combination of factors such as break history; quality problems; fire flows; key customers;
and geographical proximity of mains to be replaced. PWW developed a rating system in
order to establish the highest priority mains to replace. In addition, priority has been
placed on main replacement in streets where the City of Nashua or the Town of Amherst
is replacing sewer lines or storm drains. PWW’s initial filing had included an amount it
labeled as a contingency, in that the City had not, at the time of the filing, determined its
final schedule of sewer replacement for 2013. Mr. Ware’s supplemental testimony
removed this contingency amount from PWW?’s request, as it received the City’s list in
early January. Adding new main replacement projects in order to coordinate with street
openings scheduled by the City, and eliminating the contingency from its original
proposal, brings the company’s total proposed WICA spending on water main
replacement to the $2,624,102 cited above.

PWW’s proposed Year 2 projects, scheduled for construction in 2014, total
$1,918,848. These projects include a proposal for main replacement costing $1,489,000,
service line replacement costing $57,598, and contingency for additional main
replacement of $372,250. If approved, these projects would increase the WICA
surcharge an additional 0.73% which, combined with the 2013 surcharge, would yield a
total surcharge of 1.75%. This surcharge for an average residential customer would be an
additional $0.81 on a monthly bill, effective for service rendered on and after April 1,
2015. Lastly, PWW’s proposed Year 3 projects, scheduled for construction in 2015, total
$2,310,098. This proposed level of spending includes $1,802,000 in water main
replacement, $57,598 for service lines, and $450,500 for contingency for additional main
replacement. These projects, if approved, would increase the WICA surcharge an
additional 0.87% to a total surcharge of 2.62%, and be effective for service rendered on
and after April 1, 2016.

Staff’s review of the filing and all the discovery responses from PWW yielded
one issue relative to the calculation of the WICA surcharge. While the WICA surcharge
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calculation is not an issue in the instant docket, we have raised it with PWW and the
parties. Staff believes that, consistent with traditional ratemaking methodology, one-half
year of accumulated depreciation should be deducted from total WICA plant additions
before applying the rate of return in the first year those assets are in service. In all
subsequent years, a full year of accumulated depreciation is then recognized. In response
to Staff data request 1-1, the company’s attachment illustrates the surcharge calculations
with a deduction for accumulated depreciation'. However, Staff believes the calculations
for the surcharges reflecting the 2014 and 2015 plant additions are incorrect. The
calculation for the 2014 plant additions should deduct a full year of accumulated
depreciation for the 2013 additions, and similarly the calculation for the 2015 additions
should reflect a full year for both the 2013 and 2014 plant additions. Adjusting the
estimated surcharges as a result of this results in very small differences, with the
estimated 2014 surcharge (effective in 2015) changing from 1.75% to 1.72%; the 2015
surcharge to be effective in 2016 changes from 2.62% to 2.58%. PWW’s revised
Attachment C in its response to OCA data request 3-1 provides these revised calculations.

Prior to filing this letter Staff has sought concurrence from PWW and the parties.
PWW concurs with the Staff’s recommendation with respect to the accumulated
depreciation issue just discussed. Mr. Teeboom and Mr. Daly intend to file separate
recommendations with the Commission. Staff has had discussions with Mr. Teeboom
and it appears that issues that concern Mr. Teeboom the most are those relating to Docket
No. DW 11-026. In granting the intervention petition, the Commission stressed that the
intervenors were to keep within the issues noticed in this docket. To the extent that Mr.
Teeboom or Mr. Daly raise issues that are not within the scope of this proceeding, Staff
objects to those issues.

The OCA requested that Staff represent their position as follows: Without
waiving any objection to the existence of a WICA program, the OCA supports the
Company’s proposed 2013 WICA projects, which leverage the municipalities’ work on
sewer and storm drains for the benefit of customers.

For the above reasons, Staff recommends the Commission approve PWW’s filing
for its 2013 and 2014 WICA projects, as amended by Mr. Ware’s supplemental
testimony, and issue an order nisi. If there are any questions regarding this, please let me
know.

' All discovery responses provided by PWW in this docket are attached to this letter.
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Sincerely,

Mark A. Naylor

Director, Gas & Water Division
Attachments

cc: Service List
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ATTORNEYS AT LAW

. ‘ FREDERICK J. COOLBROTH
arc
March 7’ 2013 603.669.1000
FCOOLBROTH@DEVINEMILLIMET.COM

VIA ELECTRONIC MAIL

Marcia Brown, Esq.

New Hampshire Public Utilities Commission
21 S. Fruit Street, Suite 10

Concord, NH 03301

Re:  DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Attorney Brown:

Enclosed are responses by Pennichuck Water Works, Inc. to the data requests
dated February 22, 2013 by the Commission staff.

Very truly yours

Clhih
Frederick J. Zolbrot
FJC:aec

Enclosures

cc via electronic mail:
Discovery Service List

HESTER, Ny
CONCORD, NH

DEVINE, MILLIMEY 111 AMMERST STREEY T 0366910

AMPSHIRE DEVIREMILLIMET. COM

3101



DW 12-359 Pennichuck Water Works, Inc.
Staff Recommentarion Attachments

Page 2 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works’ Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-1 Witness: Donald L. Ware

REQUEST: . Regarding Revised Attachment C to Mr. Ware’s testimony. In the same
way that assets are treated in the year in which they are first placed in service, wouldn’t a
deduction for one-half year of accumulated depreciation be appropriate in calculating the
return on assets in the first year of recovery through the WICA surcharge?

RESPONSE: Yes, the deduction for one-half year of accumulated depreciation can be
deemed appropriate. Please see attached a revised Attachment C reflecting the deduction
and its the impact on the WICA Surcharge. Since most of the WICA projects costs
involve mains, the depreciation rate is low (1.6%) and the impact is minimal. As a result,
for simplification and ease of understanding, the Company would propose that the WICA
calculation not be revised.
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Page 3 of 95
Staff 1-1
PENNICHUCK WATER WORKS, INC. Revised
WICA Surcharge Calculation Attachment C
DW 12- Page 1 of 2
2013 2014 2015
Plant Additions $ 2681700 $ 1,918,848 §$ 2,310,098
Less: Accumulated Depreciation $ (21,667) $ (15564) $ (18,694)
Net Plant Additions $ 2,662,046 $ 1,805,298 § 2,293,419
Pre Tax Rate of Return 8.04% 6.04% 6.04%
Revenue Requirement $ 160,788 $ 115080 $ 138,523
Depreciation $ 43333 $ 31128 $ 37,388
Property Taxes $ 68,812 $ 49238 $ 59,277
Overall Revenue Requirement 3 272933 $ 195446 $ 235187
Cumulative Revenue Requirement 8 272933 § 468,379 § 703,566
Water Revenues per DW 10-081 § 26,997,163
Overall Revenue Surcharge Amount 1.01% 0.72% 0.87%
Cumulative Revenue Surcharge Amount 1.01% 1.73% 2.61%
Calculation of Pre Tax Rate of Return {Based on DW 11-026})
Weighted Cost  Tax Multiplier Pre Tax Cost
Debt 5.04% 1.000 6.04%
Equity 0.00% 1.681 0.00%
8.04% 6.04%
Customer Impact
5/8 inch Meter Charge $ 20.34 § 2034 § 20.34
Volumetric Charge § 3.30 $ 330 §$ 3.30
Average Single Family Residential Usage (CCF) 7.88 7.88 7.88
Monthly Usage $ 26.00 $ 26.00 $ 26.00
Total Month Charge 3 46.34 $ 46.34 § 46.34
Monthly Impact of Surcharge $ 0.47 % 034 § 0.40
Cumulative Monthly Impact of Surcharge $ 047 §$ 080 $ 1.21
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Page 4 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works” Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: Maich 7, 2013
Request No. Staff 1-2 Witness: Donald L. Ware

REQUEST:  Shouldn’t a full year of accumulated depreciation be recognized in
calculating the return on assets in years subsequent to the first year of recovery?

RESPONSE:  Yes but again, in order to keep the calculation straight forward and
easier to understand, the Company would propose that the WICA calculation for any
given year not be revised every year for subsequent amounts of accumulated
depreciation. The WICA surcharge is an interim recovery mechanism that will be reset
to zero when the Commission approves rates in a future permanent rate filing.
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Page 5 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works” Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-3 Witness: Donald L. Ware

REQUEST: Please discuss the company’s consideration, if any, of prioritizing water
main replacement beginning at a point in close proximity to the water treatment plant.

RESPONSE:  No weighting has been given for prioritizing water main based on
proximity to the water treatment plant. The Company believes that there is some merit to
providing some weighting to water mains being considered for replacement based on
their location relative to the sources of supply, the treatment plant and storage tanks in
Nashua. If the Company were not partnering with the City on sewer and storm drain
work, the Company would give some weight to mains closer to either the water treatment
plant or the storage tanks located near Rivier College. This weighting would be based on
the theory that there is a benefit to first cleaning up the pipes that are feeding the other
pipes further into the system. At present this is not a consideration due to the fact that the
Company’s replacement/rehabilitation budget is fully consumed by partnering with the
City on its sewer and storm drain work.
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Page 6 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works® Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-4 Witness: Donald L. Ware

REQUEST: Re: page 9 of Mr. Ware’s December 19 testimony. Please clarify the
meaning of the phrase “over time” used in line 3, and what periods of time this refers to.

RESPONSE:  On page 9, line 3, the sentence should have read, “Several factors will
contribute to changes in the WICA projects proposed in this filing as follows:” The
phrase “over time” refers to the period of time between when the projects are first
proposed, as in this filing, and when the projects are completed and submitted for
approval to the Commission.
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Page 7 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works’ Responses to
Staff>s Data Requests -~ Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROIECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-5 Witness: Donald L. Ware

REQUEST:  Please discuss how provision of fire flows factors into the priority of
water main replacement.

RESPONSE:  On page 5 and 6 of Mr. Ware’s testimony, he describes a rating system
that is utilized to prioritize water main replacements. One of the factors is fire protection
flows, and on page 6 he states: “One point is assigned for every 500 gallons per minute
that current fire flows are below the ISO required fire flows, up to a maximum of 5
points.” The amount of total points assigned to a water main from fire protection flows
and other factors determines the priority of the water main replacement.
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Page 8 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works’ Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-6 Witness: Donald L. Ware

REQUEST: Re: page 10 of Mr. Ware’s December 19 testimony. Please clarify what is
meant in the references to “initial WICA testimony” and “initial WICA filing” as used on

lines 9 and 16.

RESPONSE:  The references relate to Mr. Ware’s pre-filed direct testimony in DW 10-
091 beginning on page 15.
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Page 9 of 95
PENNICHUCK WATER WORKS, INC.
DW 12-359
Pennichuck Water Works’ Responses to
Staff’s Data Requests — Set 1
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-7 Witness: Donald L. Ware

REQUEST: In light of Mr. Ware’s supplemental testimony, please clarify if PWW’s
request for preliminary approval for its 2014 capital projects remains at $1,918,848
including a contingency amount of $372,250.

RESPONSE:  The preliminary approval request for its 2014 capital projects remains at
the amount indicated above, including the contingency amount. Mr. Ware’s
supplemental testimony refers to 2013 projects only where updated information from the
City of Nashua eliminated the need for the 2013 contingency.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Staff’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-8 Witness: Donald L. Ware

REQUEST:  With respect to the water main to be replaced as detailed on revised
attachment B, are all mains being replaced with the same diameter mains? If no, please

explain.

RESPONSE:  No. Please see the attached revised schedule B for 2013 projects which
indicates the water main sizes for the replacement water mains. The water mains that are
being replaced with larger diameter water mains are being done in order to meet the fire
flow requirements in the area where the mains are being replaced.
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Staff 1-8
Proposed 2013 WICA Water Main Projects Revised
Revised 2/26/2013 Attachment 8
Page 1 of 3
EXISTING Work canrdination
PIPE NEW PIPE PIPE AGE FIRE with Sswer or subtetat prior 10
PIPE SEGEMENT OR PROUECT LENGTH  DIAMETER  DIAMETER USEFUL  FULLY BREAK KEY wayen  PROTECHON Storm Drain Gengraphieal Arer  GEQGRAPHICAL
NAME CITYSIOWHR MATERIAL {FEET} [INCKES} {INCHES) ESTIMATYEL COST  AGE OF PPE LIFE DEPREC HISTORY CUSTOMERS  QUALITY riows Roplacernant Points PROXIMITY TOTAL
CASTIRON
Baldwin St - Bridge/RR Crossing NASHUA UNUNED 100 8 12 5 84,000 1528 70 YES % 5 & 2 8
CAST IRON
Batdwin St HASHUA UNUNED 1,198 g 12 $ 280,000 1938 70 YES 1 5 & 2 8
CASTIRON
Flm 5t NASHUA UNUNED 418 8 8 s 75,222  Pre 1888 70 YES z g A % g
CAST IRON
Fairmount &t NASHUA UNLINED 100 6 8 $ 84,000 1801 0 YES
CAST IROQN
Falrmount $ NASHUA UNLINED 1,044 6 8 s 305,000 1801 70 YES
CASTIROR
Feankiio Stroet NASHUA UNUNED 1,120 10 12 s 316,480 1908 70 YES b 5 % 8
CAST IRON )
Pleasant S5t NASHUA UNLINED 433 4 & S 116,000 1891-1837 40 YES 5 % 2 7
CAST IRON
Ash St NASHUA UNUNED 691 8 8 3 240,000 1931 70 YES 5 5 K4 7
CAST {RON
Walnut St NASHUA UNLUINED 625 4 B&E s 210,000 1888 40 YES 1 5 & 2 8
CAST IRON
Park 51 NASHUA UNLINED 312 & 8 $ 68,950 1890 70 YES
CAST IRON
Court 5L NASHUA UNLINED 435 8 8 s 80,175 1831 70 YES
CAST IRON
Bascon 5t NASHUA UNUNED 400 4 6 S 87,280 1897 70 YES
CAST IRON
Beaton Court NASHUA UNUNED 174 4 4 $ 24,895 1907 70 YES
CAST IRON
Middle 5t NASHUA UNUINED 430 4 8 $ 82,100 1888 70 YES
CAST IRON
Brosg St NASHUA UNLINED 1045 & 855 8&6 & $ 360,000 Pre 1888 71 YES
ABESTOES
Middle 5t AMHERST CEMENT 1,118 & 2 § 150,000 1950 40 YES i 5 6 2 8
ABESTOES
Crass St AMHERST CEMENT 3 4 5 50,000 1950 40 YES s 5 2 7
SRS, R e e e
Total LF~ 8,557 Total- $ 2,624,102.00
Service Replacements® ~ i1 ® § 1,858.00 Each $ 57,558.00 Total estimated Service Replacement Costs
Planning Contingency' - $ .
Total Estimuted WiCA 55 fa 2013 ~ $ 2,681,700.00
1. Material integity - Rating of 1 point for each break in the last 20 years.
2, ISO Fire Ratings - A rating of 1 for each 500 gpm that the flow in the watermain is fess than the ISO required rating.
3, Number of Service replacments is the average of the past 5 years, The average cost of a service replacement is the average cost over the past 4 years.
4. The Clty has added to its initial sewer replacement in previous years. PWW must complete replacement of its mains when the City replaces its sewer malns. A contingency of 0% is carried to account for this.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Staff’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 22, 2013 Date of Response: March 7, 2013
Request No. Staff 1-9 Witness: Donald L. Ware

REQUEST:  There appear to be considerable differences in the per-foot costs for
projects in replacement of 8 inch cast iron unlined mains. For example, the Baldwin St.
project replacing 1,198 feet has an estimated cost of $280,000 for a per-foot cost of $234,
while the Ash St. project carries a per-foot estimate of $347. For four inch mains,
Walnut St. is $336 while Beacon Court is $143. Please speak generally to the reasons for
these differences.

RESPONSE: Each replacement project is estimated based on the field conditions. Cost
differentials occur for the following reasons:

A temporary water main is required on some projects and not on others.

Replacements require work to be initiated on main streets with taps on large

water mains that must be made at night at significant cost premiums.

3 There are differcnces in the number of services and hydrants that are on the
water main that must be replaced.

4. The location of the water main after its relocation varies, i.e., whether it will
be under a pavement, sidewalk or grass.

5 The number of conflicts the relocated water main must work around varies. In

some cases a water main can be re-laid with very few conflicts and in other

cases there are numerous field conflicts with gas mains, electric poles,

underground electric, catch basins and telephone cable that slow production

and add significantly to the construction costs.

N e
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FREDERICK J. COOLBROTH
March 7, 2013 603.669.1000
FCOOLBROTH@DEVINEMILLIMET.COM

V1A ELECTRONIC MAIL

Rorie Hollenberg, Esq.
Office of Consumer Advocate
21 S. Fruit Street, Suite 18
Concord, NH 03301-2429

Re:  DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Attorney Hollenberg:

Enclosed are responses by Pennichuck Water Works, Inc. to the data requests
dated February 20, 2013 by the OCA.

7oy

Very truly yours,
// /1 / )

Frederick J. Q{oolbroth

/

FJC:aec

Enclosures

cc via electronic mail:
Discovery Service List
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-1 Witness: Donald L. Ware

REQUEST: Please explain how the Company’s proposed WICA investment accomplishes the
goal of incenting proactive replacement or rehabilitation of distribution facilities that are nearing
the end of their useful life at a just and reasonable cost to customers. Does the Company agree
with that goal?

RESPONSE: The Settlement Agreement for case DW 10-091 executed on May 19,2011 and
approved by Order No. 25,230 dated June 9, 2011 provides the description of “WICA eligible”
projects. On page 7, the Settlement Agreement states that “WICA eligible projects are restricted
{o the replacement or rehabilitation of water mains, services, gate valves, and hydrants in
Pennichuck’s ‘Core’ system....” The Settlement Agreement further states on pages 7 and 8 that
“The Company shall coordinate with municipalities within Pennichuck’s ‘Core’ system on any
projects in the event the municipality is planning street paving or rehabilitation.” The projects
proposed by the Company in this filing meet the criteria defined in the Settlement Agreement as
approved by Order No. 25,230.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-2 Witness: Donald L. Ware

REQUEST: Please explain how the Company’s proposed WICA investment accomplishes the
goals of increasing system reliability, improving service to customers, and reducing water lost
due to leakage. Does the Company agree with these goals?

RESPONSE:  Please see response to OCA 1-1. The Company’s proposed WICA projects, in
addition to meeting the requirements as stated in the Settlement Agreement approved in Order
No. 25,230, will increase system reliability, improve water quality and result in better service to
the Company’s customers.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-3 Witness: Donald L. Ware

REQUEST: Please confirm that the Company’s proposed WICA investment does not include
revenue-producing capital investment.

RESPONSE:  As reflected in Revised Attachment C to Mr. Ware’s testimony in this Docket,
the WICA proposed projects involve only the replacement of mains and services as provided for
in the Settlement Agreement executed May 19, 2011 and approved in Order No. 25,230 dated

June 9, 2011.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-4 Witness: Donald L. Ware

REQUEST: Please identify and quantify (to the extent possible) any expense reductions that
may result from the Company’s proposed WICA investment. Please specify to the degree
possible the nature and timing of these reductions.

RESPONSE:  The replacement of water mains has the potential to reduce the cost and
disruption of service from potential future water main breaks, and reduce the incidences of water
quality issues which can result from the aged infrastructure. It is not possible to specifically
quantify the annual savings that will result from the WICA projects.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-5 Witness: Donald L. Ware

REQUEST: Please confirm that the Company’s proposed WICA investment does not include
routine capital expenditures that have no effect on the safety or reliability of service. Does the
Company agree that such routine capital expenditures are not appropriate for recovery through
the WICA pilot program? ‘

RESPONSE:  The replacement/rehabilitation of mains, services and hydrants are and have
been an integral part of the Company ongoing capital investments and are appropriate for
recovery through the WICA pilot program as provided for in the Settlement Agreement approved
by the Commission in Order No. 25,230. The capital expenditures have an effect on the
reliability and potential safety of the service. The Company does not agree that capital
expenditures as provided for in the Settlement Agreement are not appropriate for recovery
through the WICA pilot program.

L
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-6 Witness: Donald L. Ware

REQUEST: Please confirm that the Company’s proposed WICA investment does not include
emergency or other unplanned capital spending. Does the Company agree that unplanned capital
spending is a routine part of any utility's business and is not appropriate for recovery through the

WICA pilot program?

RESPONSE:  As stated in Mr. Ware’s testimony on p. 8 (Lines 21 through 23), “The
Company has a contingency in its WICA budget to allow it to react to additional sewer
replacement the City might complete which will result in additional water main replacement.”
Therefore, the Company does include unplanned capital spending in its proposed WICA projects.
When the Company defines projects as WICA projects, the projects must involve the substantial
replacement of an entire service (main to stop) or the replacement or rehabilitation of substantial

sections of water main.

6
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works® Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-7 Witness: Donald L. Ware

REQUEST: Please provide the following information:

a. an overview of the Company’s infrastructure, specifically transmission and
distribution mains;

b. the level of detail that the utility has regarding in-service dates, materials used, and its
main break history; and

¢. provide an explanation of, as well as any analysis of, the Company’s priorities for
replacement or rehabilitation of existing infrastructure, including a cost/benefit
analysis.

RESPONSE:

a. An overview of the Company’s mains is provided on p. 4, lines 4 through 11 of Mr.
Ware’s testimony. Additionally, attached is Schedule S-10 (Transmission and
Distribution Mains) from the Company’s 2011 Annual Report.

b. The Company’s engineering department maintains an excel file that contains basic
information about mains, including location (street and water system), linear feet of
pipe, install date, material and size. A sample of the water main inventory is
attached. The Company also maintains a data base of water main and service breaks.
A copy of a typical water main break report is attached.

¢. The criteria for prioritizing main replacement or rehabilitation are explained
beginning on page 5 of Mr. Ware’s testimony.
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Annual Report of Pennichuck Water Works, Inc. Year Ended December 31, 2011

§-10 TRANSHISSION AND DISTRIBUTION MAINS
(Length of Mains in Feet)

Ductile Cast Non-PVC Cement Galy. Material
Iron fron PYC Plastic | Transite Lined Steel Copper Unknown RCPP Total
1" 862 1,148 348 419 846 3,423
1-1/4" 5,196 1,165 5,361
1-1/2" 1,453 3,186 288 120 5,045
2" 1,143 99,579 1,487 9,497 5,601 217 670 118,194
3" 35,254 6,280 41,534
4" 60,8933 37.020 97,323 6,056 202,232
6" 43,760 141,787 43,451 116 20,086 249,200
g" 398,307 450,156 74,762 127,774 1,050,999
10" 7,318 21,889 6,459 165 35,832
12" 219,685 109,174 5,181 494 47 240 381,674
14" ‘ 535 535
16" 96,304 21,568 19,554 137,423
18" -
20" 1,611 732 2,343 ;
24" 59,601 18,287 77,888
30" 8,840 8,840
38" -
48" -
727 11325 ‘ 1325
Unspecified -
Total 896,260 802,950 | 362,009 11,143 1 221,610 19,552 7,471 1,183 670 570 2,323,418

-89-
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Pennichuck Water Works, Inc.
WICA Data Response - OCA 1-7

OCA 1-7

Sample of Referenced Main Pipe Inventory

2/16/2013

Town Street Name  Street Type Install Date Pipe Type Pipe Bize FT  Municipal Fire Charges Limits
NASHUA MAIN STREET 2003 Ductile lron 12 §2 YES BETWEEN WELD ST. AND ANDERS LN,
NASHUA MAIN STREEY 1887 CASTIRON 18 645 YES 4 FEET SOUTH OF Temple St TO 20 FEET NORTH OF PEARSON AVE
NASHUA MAIN STREET 1887 CAST IRON 16 401 YES 50' N. OF E. PEARL ST. N LINE TO 4' 8, OF TEMPLE §T.
NASHUA MAIN STREET 1887 CAST IRON 16 600 YES 41N, OF TEMPLE ST. N'LY TO 18" GATE N. OF PEARSON A
NASHUA MAIN STREET 1925 CAST IRON 18 18 YES 16" GATE M. OF PEARSONS AVE. NLY TQ 20" LINE
NASHUA MAIN STREET 1825 CAST IRON 16 16 YES BEND AT N. END OF 20' LINE NLY TO 18" GATE
NASHUA MAIN STREET 1932 CAST IRON 16 87 YES FRANKLIN ST. NORTH AND SOUTH
NASHUA MAIN STREET 1887 CAST IRON{CL) 18 515 YES 16" GATE AT M. END QF BRIDGE N'LY TO FLETCHER 8T, 4"
NASHUA MAIN STREET 1887 CAST IRCN(CL) 16 111 YES FLETCHER ST. 4" N'LY TO REEDS ALLEY S LINE
NASHUA MAIN STREET 1906 CAST IRON(CL) 16 21 YES 24" MAIN AT ALLOS ST, TO 16" GATE AT S. LINE OF ALLDS §T
NASHUA MAIN STREET 19086 CASTIRON(CL) 18 1278 YES ABT 21' S, OF 24X{5T AT ALLDS ST. TO RUSSELL AVE. S, LINE
NASHUA MAIN STREET 1908 CASTIRON(CL) 16 822 YES RUSSELL AVE. S, LINE TO STEVENS ST. N LINE
NASHUA MAIN STREET 1906 CAST {RON(CL) 16 862 YES STEVENS ST N, LINE LY TO 8" LINE
NASHUA MAIN STREET 1937 CAST IRON(CL) 16 577 YES 6' 8. OF E. DUNSTABLE RD. S'LY
NASHUA MAIN STREET 1969 Ductile iron 16 1182 YES ROBINSON RD N'LY TO CONNECT 16"
NASHUA MAIN STREET 2000 Ductile lren 16 13 YES 7N OF E DUNSTARLE RD TO 6' S, OF E. DUNSTABLE RD
NASHUA MAIN STREET 2003 Duclile Iron 16 5 YES §' SECTION IN FRONT OF #3488 MAIN 8T.
NASHUA MAIN STREET 2003 Ductile lron 16 21 YES JUST 8. OF FRANKLIN 8T,
NASHUA MAIN STREET 2003 Ductile Iren 15 6 YES ORCHARD ST. INTERSECTION
NASHUA MAIN STREET 2004 Ductile Iron 18 45 YES 4 8. OF TEMPLE ST. TO 41" N. OF TEMPLE ST.
NASHUA MAIN STREET 2009 Ductile iron 18 7 YES CUT IN NEW TEE FOR FLETCHER CT
NASHUA MAIN STREET 1925 CAST IRON 20 257 YES 12" BEND TO 117" S. OF FRANKLIN 24" LINE
NASHUA MAIN STREET 1925 CAST IRON 20 238 YES 18 N, OF 16" GATE N'LY OVER BRIDGE W. LINE
NASHUA MAIN STREET 2004 Ductile lron 20 8 YES 52 MAIN ST, CUT IN FOR JACKSON FALLS 10" MAIN
NASHUA MAIN STREET 1885 CAST IRON 24 2287 YES JOCKLINE CONN. 18"+10", 50' N, OQF E PEARL 8T NI WATER
NASHUA MAIN STREET 1895 CAST IRON 24 800 YES ALLDS BT 8" LINE TO SALMON S7. §" LINE
NASHUA MAIN STREET 1885 CASTIRON 24 1000 YES SALMON S7. 6" LINE TO OTTERSON ST, 6" LINE WLY
NASHUA MAIN STREET 1806 CAST IRON 24 12 YES ALLDS ST. 24X24X8T TO 24X24X16T (LENGTH OF 12' APPROXIMAT
NASHUA MAIN STREET 1925 CAST IRON 24 108 YES S. OF FRANKLIN ST. N'LY
NASHUA MAIN STREET 1932 CAST iRON 24 1170 YES S, END BRIDGE TO PEARL 8T.
NASHUA MAIN STREET 1892 CAST IRON(CL) 24 524 YES LOCK ST, TO 21 N. QF FRANKLIN ST,
NASHUA MAIN SIiREET 1897 CAST IRON(CL) 24 21 YES FRANKLIN 8T, N'LY
NASHUA MAIN STREET 2003 Ductile iron 24 k] YES JUST 3. OF FRANKLIN 8T.
NASHUA MAIN STREET 2010 Ductile iron 24 2 YES 24" % 8° CROSS AT PROSPECT ST. & AVE,
NASHUA MAJESTIC AVENUE 2003 Ductile fron 8 16880 YES BROAD ST N, THEN W, THEN S'LY TO NORMANDY WAY
NASHUA MAJESTIC AVENUE 2004 Duclile Iren 8 1268 YES
NASHUA MAJESTIC AVENUE 2003 Ductile fron 12 633 YES EASEMENT FROM CATHEDRAL TO MAJESTIC
NASHUA MAJOR CIRCLE 1848 CAST IRON 8 1140 YES BURKE ST, EXT. 3'LY, THEN E'LY AND WLY 13 FROM N+ W L1
NASHUA MANATEE AVENUE 1428 CAST IRON 6 207 YES VERONA ST.WLY
NASHUA MANATEE AVENUE 1949 CAST IRON 6 33 YES ELY FROM PINE ST PIPE LINE 12 FROM N LINE
NASHUA MANCHESTER STREET 2002 Ductile lron 4 14 YES PRV PIT @ 8. EDGE OF FERRY ST. INTERSECTION BY JR. HIGH ENTRANGCE
NASHUA MANCHESTER STREET 1896 CAST IRON 6 154 YES ABOUT 2013 N. OF BEAUVIEW AVE. N'LY
NASHUA MANCHESTER  STREET 2002 Ductile Iron s 13 YES PRY PIT @ S, EDGE OF FERRY ST, INTERSECTION BY JR. HIGH ENTRANCE
NASHUA MANCHESTER STREET 2002 Ductile fron 8 2808 YES ROYAL OAK S'LY TO GORDON 8T,
NASHUA MANCHESTER STREET 2003 Ductile Iron 8 6 YES CHARLOTTE AVE INTERSECTION
NASHUA MANCHESTER STREET 2003 Ductile fron 8 978 YES GORDON ST. S'LY TO RESERVOIR 8T,
NASHUA MANCHESTER STREET 1887 CAST IRON 10 440 YES CRESCENT ST. TO GATE AT N. LINE OF FRENCH 5T,
NASHUA MANCHESTER STREET 1887 CAST IRON 12 1076 YES 12" GATE AT N. LINE OF FRENCH 8T TQ HOPKINS §T.
NASHUA MANCHESTER STREET 1887 CAST IRON 12 48/ YES HOPKINS ST. TO RESERVOIR 8T. 12" INT. W/ MNCHSTR 8T, 8"
NASHUA MANCHESTER STREET 1886 Ductile Iron 12 &2 YES AT INTERSECTION OF FERRY RD. AND MANCHESTER ST.

NASHUA MANCHESTER STREET 1987 Ductile tron 12 38 YES TINKER RD. EXT. ELY
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OCA 1-7

FENNICHUCK  MAIN/SERVICE BREAK REPORT

WATER

L GENERAL INFORMATION

Break ID: 0001484 Your initials: JF_
Location: PINE ST ] i )

Gity: NASHUA _ ~ System: NASHUA . . Main/Service: MAN _ Datelaid
Date and Time of Break; 041372012 @ Reported By: CONTRACTOR ..

Type of Main: CAST IRON (UNLINED) . Size of Main: 10.00™ Depth:ngg_'_:qg_‘;_

Pipe Wall Thickness at Point of Break: 0.2500" Estimated Water Loss from this Leak: (Gallons)

[ |
Street Surface: Traffic. MEDIUM Side Of Streel: SUNNY
N ET o1 AROUND WATER NAN ' |

V] Gravel v} Sand "] Rock {] clay ((ledge  Other.

» Depth of Frost:

Proximity to other Utilities e e _ Corrosion:

- O e s : i

! NATURE OF BREAK

] Circumferential ] Longitudinal [7] Blowout Joint [C] sleeve [] split at Corporation
Miscellaneous: 441 COUPLING L e

? ~ APPARENT CAUSE OF BREAK

. ] Waler Hammer (Surge) (] Defective Pipe [7] Contractor

] interior Corrosion 7] Exterior Corrosion [ tmproper Bedding

Miscellaneous: COUPLING e ]

r REPAIR INFORMATION

Repair Cantractor.

Damage to Paving and/or Private Property:

Repairs Made (Materials, Labor, Equipment):
SEEMATERIALS SHEET

Repair Difficulties (if any):

COMMENTS

Revision: Break - 20070628 Printed on: 02/26/2013 at 14:20 Page 1 of 1
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Reguest No. OCA 1-8 Witness: Donald L. Ware

REQUEST: Please provide the Company’s levels of water produced, non-revenue water and
unaccounted-for water for 2010, 2011 and 2012. Please provide citations to the source of the
information and explain changes year-to-year.

RESPONSE:  Attached are Schedules S-2 (Water Produced and Purchased) and unaccounted
for water reports from the 2010 and 2011 Annual Reports filed with the Commission. Also
included are the Schedule S-2 and accounted for water report which will be included in the 2012
Annual Report to be filed with the Commission.
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Page 10f3
Annual Report of Pennichuck Water Works, Inc. Year Ended December 31, 2010
8.2 WATER PRODUCED AND PURCHASED
Total Water WATER PURCHASED (in 1000 gais.) Total Produced and
Produced ** Name of Selier:  |Name of Seller: Mame of Seller: Mame of Selier: Purchased
firs 1000 gals.} Town of Mitford  |City of Manchester {Town of Merrimack {in 1000 gals.)
Jan 275,845 521 3,058 - 279,425
Feb 251,964 1.432 2.865 206 256 467
Mar 270,984 546 2.343 4.686 278,559
Aor 272,140 535 3,058 . - 275,734
May 452 387 1,624 4,443 310+ 458 764
Jun 519,533 1,008 11.130 14.952 ) 546 523
Jul 612,250 1,204 14.818 - 628 272 ¢
Aug 543,113 4175 16,852 1.102 565,242
Sep 432,441 ) - 13.711 22 079 468,231
Oct 313,325 2.067 8,744 - 324,136
Nov 264.374 1,748 3,583 1,540 271,248
Dec 270,628 1,118 2,872 7,488 282 107
TOTAL 4,478,983 15,878 87,478 52,364 4,634,805
Max. day flow {in 1000 gals.). 23,816 DATE: 07/08/10 (WTP production only) “* Total water produced by Core WTP and all CWS wells
5-3 SURFACE SUPPLIES, SPRINGS, OTHER SOURCES
Protective Instalied Total Production
Drainage Area Land Owned Safe Yield Production For Year
Name/l.D. Type Elev. {sq. mi}, (acres) Treatment* (GPD}) Capacity (GPD) {in 1000 gals.)
Supply Pond Surface | | C.F.CA 3 |
Harris Pond Surface | | C.F.CA 7 ]
Bowers Pond Surface C.F.CA o i
Holt Pond Surface | C.F.CA e !
Merrimack River River v \Y C.F.CA 20 v
29 Sg Miles 1.000 4,128,018

* Chiorination, Filtration, _C_herhicai, Addition, Other

-85-
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Page 2 of 3

Year Ended December 31, 2011

S-2 WATER PRODUCED AND PURCHASED

Total Water WATER PURGHASED {in 1000 gals.} Total Produced and
Produced ** Name of Seller:  |Name of Seller: Name of Seller: Name of Seller: Purchased
{in 1000 gals.} Town of Milford  |City of Manchester | Town of Merrimack Town of Derry {in 1000 gals.}
Jan 272,943 1,053 3.078 0 - 0 277,074
Feb 247,538 1.981 2.588 0 0 252 107
Mar 268,526 518 2,738 4,754 0 276,537
Apr 283,394 1,052 2,805 0 0 297.251
May 371,377 1.7%4 3.186 0 0 376,358
Jun 483,259 356 8.295 11,896 4,351 508,158 |
Jul 543,651 1,604 13,060 0 0 558,316
Aug 444,808 2,395 15,780 1,426 0 484,419
Sep 338.563 212 9,141 21,171 13,180 382,265
Oct 279,757 2,675 6,552 0 0 288,984
Nov 259,268 2.318 3,972 ¢ 860 0 286,419
Dec 256,434 144 3411 6.114 7.620 273,724
TOTAL 4,058,516 16,105 74,817 46,222 25,151 4,221,611

Max. day flow (in 1000 gals.):

22,031 DATE: 08/08/11

{WTP production only)

** Total water produced by Core WTP and all CWS wells

S-3 SURFACE SUPPLIES, SPRINGS, OTHER SOURCES

Protective Installed Total Production
Drainage Area L.and Owned Safe Yield Production For Year
Name/l.D. Type Elev. {sq. mi). (acres) Treatment* {GPD). Capacity (GPD} {in 1000 gals.)
Supply Pond Surface ! | C.F.CA 3 |
Harris Pond Surface § | CFCA 7 !
Bowers Pond Surface | | CF.CA - i
Holt Pond Surface i | CF.CA - i
Merrimack River River \ \ C.F.CA 20 VY
29 Sg Miles 1,000 3,724 481

* Chiorination, Filiration, Chemical, Addition, Other

-85-
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Page 3 0of 3

Annual Report of Pennichuck Water Works, Inc. Year Ended December 31, 2012

S-10 TRANSMISSION AND DISTRIBUTION MAINS

(Length of Mains in Feet)

Ductile Cast HDPE Cement Galv. ‘Material
Iron Iron PVC Transite Lined Steel Copper Unknown RCPP Total

1" 662 1,148 348 419 846 3,423
1-1/4" 5,198 1,165 6,361
1-112" 1,453 314761 286 120 5,035
e 1,143 99,579 1,722 9,294 5,391 217 670 118,016
3" , 35,254 6,280 41,534
4" 62,025 35,699 | 107,823 6,928 212,575
&" 44 749 132,704 45,229 116 19,480 242 278
8" 405,883 449 505 74,762 4117 ¢ 127,774 1,062,141
10" 7,334 21,771 8,459 165 35,729
12" 223,891 108,630 5,181 494 45,932 384,228
14" 535 535
16" 96,316 21,553 19,554 137,423

18" -
20" 1,611 732 2,343
24" 59,613 18,275 77,888
30" 8,840 8,840

36" -
42" 570 570

48" -
72" 1,325 1,325

Unspecified -
Total 810,462 791,208 | 374,387 15,4851 219,668 19,339 7,261 1,183 670 570 2,340,244

-89-
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2010 NHPUC Annual Report OCA 1-8
Monthly Unaccounted For Water Report Page 1 of 7
Ashiey Autumn Hartient waarorg urew tnglisn ien

System Name PWW Core*; Commons Wooeds Badger Hill | Commons Water Woods Woods Federal Hill { Glen Ridge | Woodlands

January Pumpage (100 cubic feet) - 122.727 nda 450 620 nda 330 450 107 nda 620 468
January Sales {100 cubic feet) - 114.688 208 435 561 307 425 435 938 837 520 463
January Unaccounted % - 6.6% nda 3%;i 10% nda -29% 3% 7% nda 16% 1%

February Pumpage (100 cubic feet) - 122.434 nda 470 5380 nda 300 470 101 nda 689 453
February Sales (100 cubic feet) - 112.817 168 441 545 224 376 441 109 134 536 452
February Unaccounted % - 7.8% nda 6% 8% nda -25% 6% -8% nda 22% 0%

March Pumpage (100 cubic feet) - 122.365 nda 430 570 nda 270 430 105 nda 520 422
March Sales (100 cubic feet) - 112.775 167 410 521 188 334 410 107 123 512 452

March Unaccounted % - 7.8% nda 5%1 9% nda -24% 5% -2% nda 2% -T%

April Pumpage (100 cubic feet) - 122.202 nda 440 590 nda 2704 440 100 nda 650 473

April Sales (100 cubic feet) - 112.722 163 438 539 205 422 439 107 125 531 462

April Unaccounted % - 7.8% nda 0% 9% nda -56% 0% -7% nda 18% 2%

May Pumpage (100 cubic feet) - 124.033 nda 610 800 nda 900 610 160 nda 830 686

May Sales (100 cubic feet) - 112.635 211 588 875 280 750 588 145 235 887 8586

May Unaccounted % - 9.2% nda 4% 3% nda 17% 4% 9% nda 26% 4%

June Pumpage (100 cubic feet) - 128.079 nda 1480 1270 nda 510 1480 107 nda 920 753
June Sales (100 cubic feet) - 112.906 212 1,437 1,188 1,231 909 1,437 99 428 791 740

June Unaccounted % - 11.8% nda 3% 6% nda -78% 3% 7% nda 14% 2%

July Pumpage (100 cubic feet) - 136.085 nda 1840 1220 nda 660 18440 107 nda 1120 576

July Sales (100 cubic feet) - 116.968 192 1,788 1,178 988 1,086 1,788 fee] 410 894 564

July Unaccounted % - 14.0% nda 3% 4% nda -65% 3% 7% nda 20% 2%

August Pumpage (100 cubic fzet) - 139.431 nda 1600 1780 nda 1130 1600 107 nda 1370 803
August Sales (100 cubic feet) - 124.712 393 1,623 1,683 2,381 1,820 1,623 99 889 1,150 892,
August Unaccounted % - 10.6% nda -1% 4% nda -61% -1% 7% nda 16% 1%

September Pumpage (100 cubic feet) - 141.024 nda 1410 1300 nda 5700 1410 107 nda 880 617
September Sales (100 cubic feet) - 127.422 219 1,421 1,199 1,741 1,182 1,421 g8 615 826 618
September Unaccounted % - 9.6% nda -1% 8% nda 79%, -1% 7% nda 17% 0%

October Pumpage (100 cubic feet) - 141.417 nda 1150 1240 nda 580 1150 107 nda 850 681
October Sales (100 cubic feet) - 130.237 219 1,187 1,139 1,649 835 1,187 89 654 722 662
October Unaccounted % - 7.8% nda -3% 8% nda -58% -3% 7% nda 24% 4%

November Pumpage (100 cubic feet) - 140.493] nda 460 660 nda 330 460 107 nda 700 485
November Sales {100 cubic feet) - 128.364 150 436 800 580 510 436 99 229 522 474
November Unaccounted % - 8.6% nda 5% 9% nda -55%] 5% % nda 25% 2%
December Pumpage (100 cubic feet) - 140.479 nda 450 620} nda 330 450 107 nda 8620 468
December Sales (100 cubic feet) - 127.503 162 435 561 214 425 435 99 158 520 463
December Unaccounted % - 9.2% nda 3% 10%] nda -28% 3% 7% nda 16% 1%

nda - no data available
All calculations are made by comparing monthly pumpage records against monthly sales records.
Monthly readings of the pumpage and sales meters are generally made on the same day.
*PWW core calculations are made using a twelve month running average and are shown in average Millions
of Gallons per day for the past 12 months. All readings are in CCF, hundred of cubic feet.
The following systems there is no data available due to incompatible meter reading systems or limited

access where we purchase water; Ashley Commens, Bartlett Commons, Federal Hill, and Great Brook.
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2010 NHPUC Annual Report OCA1-8
Monthly Unaccounted For Water Report Page 2 of 7
Maple Bouhegan
System Name Great Bay [Great Brook] Hi& Lo |Hubbard Hill} Litde Pond Haven Powder Hill | Redfield | Richardson ; Woods Sweet Hill |
January Pumpage (100 cubic feet) - 430 nda 198 285 680 430 2900 450 182 793 121
January Sales {100 cubic feet) - 433 530 287 188 626 435 2,759 475 201 837 270
January Unaccounted % - -1% nda -45% 34% 8%} -1% 5% -6% -10% -8% -123%
February Pumpage (100 cubic feet) - 43D nda 329 280 710 440 2300 714 184 671 130
February Sales (100 cubic feet) - 444 486 3186 172 636 448 2,735 509 208 677 213
February Unaccounted % - -3% nda 4% 39% 10% -2% 6% 29% -14% -1% -64%
‘March Pumpage {100 cubic feet) - 480 nda nda 213 520 430 2500 510 177 458 165
March Sales (100 cubic feet) - 490 481 294 161 509 430 2,382 474 202 608 204
March Unaccounted % -- 2% nda ndaj 24% 2% 0% 5% 7% -14% -32% -10%
Aprit Pumpage (100 cubic feet) - 400 nda nda 350 730 460 2800 490 174 451 201
April Sales (100 cubic feet) - 434 478 315 166 605 451 2,512 4395 189 647 210
April Unaccounted % - -9% nda ndal 53% 17% 2% 10% -1% -9% -43% -4%
May Pumpage (100 cubic feet) - 610 nda nda 433 1010 560 4300 660 245 1114 365
May Sales (100 cubic feet) - 608 825 415 242 851 568 4,212 637 257 1189 379
Mav Unaccounted % - 0% nda nda 44% 16% -1% 2% 3% -5% 4% 4%
June Pumpage (100 cubic feet) - 620 nda 311 371 2320 710 11100 700 250 2308 623
June Sales (100 cubic feet) - 651 545 376 257 2005 716 11,006 710 282 2241 631
June Unaccounted % - -5% nda -21% 31% 14% -1% 1% -1% -13% 3% -1%
July Pumpage (100 cubic feet) - 530 nda 364 316 2710 750 11600 670 237 793 659
July Sales (100 cubic feet) - 561 833 375 266 2416 759 11,623 630 260 837 761
July Unaccounted % - 6% nda -3% 16% 11% -1% 0% -3% -10% -6% -15%
August Pumpage (100 cubic feet) - 888 nda 401 487 4220 1020 22400 490 279 793 410
August Sales (100 cubic feet) - 876 873 4741 317 3841 1,018 22,332 752 306 837 431
August Unaccounted % - 1% nda -18% 35% 8% 0% 0% -53% -10% -8% -5%
September Pumpage (100 cubic fgaf) < 580 nda 320 363 2370 660 14100 410 238 793 563
September Sales (100 cubic feet) - 587 616 358 231 2380 686} 14,052 570 267 837 587
Sepfember Unaccounted % - -1% nda -12% 36% -1% -1% 0% -38% -12% 6% -4%
October-Pumpage (100 cubic feet) - 530 nda 353 398 26880 620 13600: 620 229 793 421
October Sales (100 cubic feet) - 530 7601 371 252 2574 651} 13,508 581 258 837 437
October Unaccounted % - 0% nda -5% 37% 4% -5% 1% 8% -11% -6% -4%
November Pumpage (100 cubic feet) - 430 nda 271 310 1120 440 4400 560 183 793 223,
November Sales (100 cubic feet) - 433 609 308 182 1037 420 4,072 480 208 837 231
November Unaccounted % - -1% nda -14% 41% 7% 5% 7% 14% -13% -6% 4%
December Pumpage {100 cubic feet) - 430 nda 188 285 680 430 2900 450 182 733 208
December Sales (100 cubic feet) - 433 615 287 188 626 435 2,759 475 201 837 207
December Unaccounted % - -1% nda -45% 34% 8% -1% 5% 6% -10% -6% 0%

nda - no data available
All caleulations are made by comparing monthly pumpage records against monthly sales records.
Monthly readings of the pumpage and sales meters are generally made on the same day.
*PWW core calculations are made using a twelve month running average and are shown in average Millions
of Gallons per day for the past 12 months. All readings are in CCF, hundred of cubic feet.
The following systems there is no data available due to incompatible mezer reading systems or limited

access where we purchase water: Ashley Comimons, Bartlett Commons, Federal Hill, and Great Brook.



Pennichuck Water Warks, Inc.
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Monthly Unaccounted For Water Report

System Name Twin Ridge | Valieyfleld
January Pumpage (100 cubic feet) - 902 nda
January Sales {100 cubic feel} - 724 469
January Unaccounted % - 20% nda
February Pumpage (100 cubic feet) - 560 320
February Sales (100 cubic feet) - 554 404
February Unaccounted % - 1% -26%
March Pumpage (100 cubic feaf) - 520 440
March Sales (100 cubic feet) - 514 369
March Unaccounted % - 1% 16%
April Pumpage (100 cubic feet) - 560 340
April Sales (100 cubic feet) - 511 350
April Unaccounted % - 9% -3%
May Pumpage (100 cubic feef) - 720 484
May Sales {100 cubic feet) - 702 445
May Unaccounted % ~ 3% 8%
June Pumpage (100 cubic feet} - 710 384
June Sales (100 cubic feet) - 720 338
June Unaccounted % - -1% 13%
July Pumpage (100 cubic feet) - 740 405
July Sales (100 cubic feet) - 742 369
July Unaccounted % - 0% 9%
August Pumpage (100 cubic fzet) - 1018 497
August Sales (100 cubic feet) - 911 439
August Unaccounted % - 11% 12%
September Pumpage (100 cubic feet) - 600 432
September Sales (100 cubic feet) - 611 376
September Unaccounted % - 2% 13%
October Pumpage (100 cubic feat) - 843 467
Cctober Sales (100 cubic feet) - 757 421
Oclober Unaccounted % - 10% 10%
November Pumpage (100 cubic feet) - 840 431
November Sales (100 cubic feet) - 568 367
November Unaccounted % - 11% 15%
December Pumpage (100 cubic feet) - 740 421
December Sales (100 cubic feef) - 568 354
December Unaccounted % - 23% 16%

nda - no data available

All calculations are made by comparing monthly pumpage records against monthly sales records.
Monthly readings of the pumpage and sales meters are generally made on the same day.

DW 12-359 Pennichuck Water Works, Inc.
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*PWW core calculations are made using a twelve month running average and are shown in average Millions

of Gallons per day for the past 12 months. All readings are in CCF, hundred of cubic feet.
The following systems there is no data available due to incompatible meter reading systems or limited
access where we purchase water: Ashley Commons, Bartlett Commons, Federal Hill, and Great Brook.
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System Name
Asnley Autumn Begtord Urew English Gien
PWW Core*; Commons Woods Badger Hill Water Woods Woods Federal Hill ] Glen Ridge | Woodlands | Great Bay | Great Braok
January Pumpaae 100 cubic feet) - 140.388 570 830 420 3319 130 1408 agn 597 550
January Sales {100 cubic feel} - 127.144 588 710 494 2968 134 1041 647 583 566
January Unaccounted % -~ 8.4% -3% 14% -18%: 11% -3% 26% 33% 2% -3%
February Pumpage {100 cubic feet) - 140.281 517 440 830 320 2531 105 860 523 440 2132
February Sales (100 cubic feet) - 126.789 5068 452 553 400 2399 104 510 468 440 2003
February Unaccounted % - 9.6% 2% -3% 33% -25% 5% 1% 41% 11% 0% 6%
March Pumpage (100 cubic feet) - 140.137 ) 380 1200 300 2252 100 1230 474 454
March Sales (100 cubic feet) - 128.702 382 885 386 2100 100 471 465 446
March Unaccounted % - 9.6% -6% 53% -28% 7% 0% 62% 2% 2%
April Pumpage (100 cubic feet) - 140.862 570 1540 370 3318 113 1406 1300 554 549
April Sales (100 cubic feet) - 127.948 527 676 458 2792 117 476 623 546 530
April Unaccounted % - 8.2% 8% 56% -23% 16% -4% 66% 52% 1% 3%
May Fumpage (100 cubic feet) - 138.376 490 460 681 320 2747 110 940 508 480 1908
May Sales (100 cubic feet) - 125.569 524 508 606 301 2674 112 526 484 436 2048
May Unaccounted % - 9.3% -7% -10% 11% 6% 3% -2% 44% 4% 9% -7%
June Pumpage {100 cubic feet} - 137.285 830 1080 400 3589 230 1130 585 530
June Sales (100 cubic feet) - 124.232 903 929 366 3425 164 684 581 496
June Unaccounted % - 9.5% -9% 14% 9% 5% 29% 39% 1% 6%
July Pumpage (100 cubic feet) - 135.140 1800 1750} 640 5545 360 2145 1640 754 770
July Sales (100 cubic feet) - 125.457 1855 1692 631: 5505 345 601 980 765 711
July Unaccounted % - 7.2% -3% 5% 1% 1% 4% 72% 40% 0% 8%
August Pumpage (100 cubic feet) - 132.023 690 2110 1720 600 5528 361 1320 6532 670 2513
August Sales (100 cubic feet) - 120.661 638 21386 1646 582 5318 362 929 630 618 2608
August Unaccounted % - 8.6% 7% -1% 4% 3% 4% 0% 30% 0% 8% -4%
September Pumpage (100 cubic feel) - 128,127 1270 1040 460 4147 320 1060 5231 500
September Sales (100 cubic feet) - 117.466 1366 936 455 3693 300 895 498 480
September Unaccounted % - 9.0% -8% 10% 1% 11% 6% 34% 4% 2%
October Pumpage (100 cubic feet) - 128,133 800 1030 400 4054 294 3578 900 599 62C
Qclober Sales (100 cubic feet) - 115.168 771 912 380 4074 270 2420 680 603 551
October Unaccounted % - 10.1% 4% 11% 5% 0% 8% 32%¢ 24%1 -1% 11%
November Pumpage (100 cubic feet) - 128.067 570 490 670 250 3400 100 740 495 530 2530
November Sales (100 cubic feet) - 114.458 622 456 530 256 3098 108 523 481 458 2414
November Unaccounted % - 10.6% -9% 7% 12% 2% 9% -9% 29% 3% 12% 5%
December Pumpage (100 cubic feet) - 127.843 429 610 270 3400 120 nda 427 4680
December Sales (100 cubic feet) - 114.318 431 531 268 3145 109 512 425 429
December Unaccounted % - 10.4% -3% 13% 1% 8% 9% nda 0% 7%
Total Pumpage {100 cubic feet) - 1617.462 2287 10120 13021 4750 43831 2343 8535 12080 6676 6553 9083
Total Sales (100 cubic feet) - 1465.913 2291 10374 10346 4873 41191 2226 4538 7780 6529 6181 8074
2011 Unaccounted% - 9.4% 1% -3% 21% -5% 6% 5% 47% 36% 2% 6% 0%

nda - no data available

All calculations are made by comparing monthly pumpage records against monthly sales records. Monthly readings of the pumpage and sales meters are
generally made on the same day.

“PWW core calculations are made using a twelve month running average and are shown in average Millions of Gallons per day for the past 12 months.
All readings are in CCF, hundred of cubic feet.

For the following systems the pumpage data is based on usage from water bills where we purchase water:

Ashley Commons, Barllett Commons, Federal Hill, and Great Brook.

*Accounted for in Drew Woods totals.
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2011 NHPUC Annual Report OCA 1-8
Monthly Unaccounted For Water Report Page 5 of 7
System Name
Mapie sounegan
Hi & Lo iHubbard Hill} Little Pond Haven Powder Hill ] Redfield i Richardson{ Woods Sweet Hill } Twin Ridge | Valleyfield
January Pumgpage (100 cubic feel) - nda 344 760 540 37001 510 228 795 260 780 518
January Sales (100 cubic feet) ~ 392 237 713 557 3435 611 256 833 266 728 437
January Unaccounted % - nda 31% 6% -3% 7% -20% -12% -5% -2% 4% 16%
February Pumpage (100 cubic feet) - 315 285 640 540 2800 480 183 677 217 670 491
February Sales (100 cubic feet) - 321 184 571) 557 2686 509 210 688 2139 590 414
February Unaccounted % - 2% 35% 11% -3% 4% 5% -13% -2% -1% 12% 16%
March Pumpage (100 cubic feet) - 237 261 650 540 2800 530 162 673 172 529 330
March Sales (100 cubic feet) - 271 162 575 557 2685 459 184 649 178 483 263
March Unaccounted % - 9% 38% 12% -3% 4% 13% -14% 4%# -2% 7% 20%
April Pumpage (100 cubic feet) - 386 1450 820 540 3600 550 231 685 252 850 467
April Sales (100 cubic feet) - 365 208 762 557 3191 805 233 756 265 686 377
April Unaccounted % - 5% 86% 7% -3% 11% -10% -1% -10% -5% -6% 19%
May Pumpage (190 cubic feel) - 310 660 540 2800 430 181 781 257 550] 414
May Sales (100 cubic feet) - 292 583 557 2710 4834 201 680 253 527 306
May Unaccounted % - 6% . 12% -3% 3% -12% -11% 13% 2% 4% 26%
June Pumpage (100 cubic feet) - 1140 540 5600 610 241 1336 420 55() 365
June Sales (100 cubic feet) - 1152 557, 5516 604 231 1293 445 578 282
June Unaccounted % - " * 3% -3% 2% 1% 4% 3% -6% -5% 23%
July Pumpage (100 cubic feet) - 2710 540 1640C 1150 341 3407 786 790 481
July Sales (100 cubic feet) - 2521 557 16385 871 340% 3797 831 801 348
July Unaccounted % - * - 7% -3% 0% 24% 0% -11%k 5% -1% 25%
August Pumpage (160 cubic feet) - 2770 540 16900 830 257 26354 415 580 374
August Sales {100 cubic feet) - 2808 557 16998 753 258 3513 444 572, 288
August Unaccounted % - ” * 1%} -3% -1% 9% 0% -33% ~7% -2% 23%
September Pumpage (100 cubic feet) - 1710 540 12200 630 218 2310 317 560 387
September Sales (100 cubic feet) - 1586 557 12224 542 220 2746 339 566 278
Seplermnber Unaccounted % - * * 7% -3% 0% 14% 0% -19% 7% -1% 28%
Ociobsr Pumpage (100 cubic feet) - 1460 540 9400 904 248 2098 271 672 443
October Sales (100 cubic feet) - 1384 557 9209 600 248 1926 287 611 330
QOctober Unaccounted % - * : 5% -3% 2% 34% 0% 8% -6% 9% 26%
November Pumpage (100 cubic feat) - 1200 540 4800 0 187 786 197 520 352
November Sales (100 cubic feet) - 762 557 373 191 827 213 518 269
November Unaccounted % - - "t 37% -3% 22% ™ -2% -5% -8% 0% 24%
December Pumpage (100 cubic feet) - 1160 540 27003 & 195 670 204 580 372
December Sales (100 cubic feet) - 573 557 2579{ 191 633} 217 554 288
December Unaccounted % - * * 51% -3% 4% M 2% 6% 5% 4% 23%
Total Pumpage (100 cubic feet) - 1308 2340 15730 6480 83700 6624 2676 16854 3768 7391 4974
Total Sales (100 cubic feet) - 1641 791 13980 6684 81369 6037 2764 18341 3955 7224 3880
2011 Unaccounted% - -25% 66% 11% 3% 3% 9% -3% 9% -5% 2% 22%

nda - no data available

All calculations are made by comparing monthly pumpage records against monthly sales records. Monthly readings of the pumpage and sales meters are
generally made on the same day.

“PWW core calculations are made using a twelve month running average and are shown in average Millions of Gallons per day for the past 12 months.
All readings are in CCF, hundred of cubic feet

For the following systems the pumpage data is based on usage from water bills where we purchase water:

Ashley Commons, Bartlett Commons, Federal Hill, and Great Brook.

*Accounted for in Drew Woods fotals.
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. System Name
Ashiey Auumn Bediord Crew =nglish slen
PWW Core*; Commons Woods Badger Hill Water Woods Woods | Federal Hill | Glen Ridge | Woodlands § Great Bay
January Pumpage {100 cubic feet) - 126.018 640 850 370 4000 160] 584 1110 585 670
January Sales (100 cubic feet) - 113.859 555 734 384 4061 148] 530 637 5786 601
January Unaccounted % - 9.6% 13% 14% 2% -2% 8% 9% 43% 2% 10%
February Pumpage (100 cubic feet) - 126.015 510 440 840 260 3000 110 820 447 490
February Sales (100 cubic feet) - 113.872 482 419 558 273 3083 102 5471 450 457
February Unaccounted % - 9.6% 5% 5% 13% -5% -3% 7% 12% -1% 7%
March Pumpage (100 cubic feet) - 125.868 430 700 270 3000 113 ] 471 452 470
March Sales (100 cubic feet) - 113.698 422 586 268 2978 108 i 474 442 425
March Unaccounted % - 9.7% 2% 16% 1% 1% 4% -1% 2% 10%
April Pumpage (100 cubic feet) - 127.121 550 790 330 39001 137 522 790 564 640
April Sales (100 cubic feet) - 113.498 533 681 330 3945 137 430 621 557 568
Agril Unaccounted % - 10.7% 10% 14% 0% -1%1 0% 6%} 21% 1% 11%
May Pumpage (100 cubic feet) - 128.253 440 760 960 370 3800 123 » 580 493 540
May Sales (100 cubic feet) - 114.714 460 687 837 371 3880 114 565 479 475
May Unaccounted % - 10.6% -5% 10% 13% 0% 1% 7% ; 3% 3% 12%
June Pumpage (100 cubic feet) - 126.113 1000 1170 550 6000 232 830 691 680
June Sales (100 cubic feet) - 116.827 1064 1058 518 5454 224 831 690 619
June Unaccounted % - 7.3% 8% 10% 6% 9% 5% ] 0% 0% 9%
July Pumpage (100 cubic feet) - 127121 1320 1310 540 6300 242 1486 880 877 530
July Sales (100 cubic feet) - 114.208 1378 1216 650 5707 223 1685 868 571 485
July Unaccounted % - 10.2% -4% 7% -20% 5% 8% -13% 1% 1% 8%
August Pumpage (100 cubic feet) - 128,084 622 2020 1870 730 8900 308 960 640 600
August Sales (100 cubic feet) - 114.413 648 2055 1807 835 6376 302 904 841 563
August Unaccounted % - 10.7% -4% -2% 3% -14% 8% 2% i 6%1 0% 6%
September Pumpage (100 culsic feet) - 129.736 1700 138C 830 6800 343 1160 668 730
September Sales (100 cubic feet) - 117.350 1717 1252 689 6112 335 793 665 663
September Unaccounted % - 9.5% “1% 9% -11% 10%) 2% 32% 0% 9%
Gctober Pumpage (100 cubic feet) - 130.134 860 93C 400 5100 183 28534 1040 457 5104
October Sales {100 cubic feet) - 116.098 864 73¢ 442 4148 181 2871 558 458 459
October Unaccounted % - 10.8% 0% 21% -11% 19% 6% 3% 46% 0% 8%
November Pumpage {100 cubic feet) - 130.344 534 330 66C 320 40300 130 ! 828 434 510
November Sales (100 cubic feet) - 116.183 531 418 581 320 3033 133 483 434 471
November Unaccounted % - 10.9% 1%; -7% 12% 0% 24% ~2%: 42% 0% 8%
Decamber Pumpage {100 cubic feet) - 130.805 520 840 380 3885 130 430 - B47 590
December Sales (100 cubic feet) - 117.442 516 737 372 4011 128 630 549 528
December Unaccounted % - 10.2% 1% 12% 2% 0% 2% -47% 0% 1%
Total Pumpage {100 cubic feet) - 1535.653 2108 10670 12100 5150 56585 2222 5545 9689 6555 6860
Total Sales (100 cubic feet) - 1382.263 2121 10628 1078¢ 5442 52800 2133 5576 7911 6512 6324
2012 Unaccounted% - 10.0% A% 0% 11% 6% 7% 4% A% 18% 1% 9%

nda - no data available

All caleulations are made by comparing monthly pumpage records against monthly sales records.

Monthly rzadings of the pumpage and sales meters are generally made on the same day.

*PWW core calculations are made using a twelve month running average and are shown in average Millions
of Gallons per day for the past 12 months. All readings are in CCF, hundred of cubic feet.

For the following systems the pumpage data is based on usage from water bills where we purchase water:
Ashley Commons, Federal Hill, and Great Brook.
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Pennichuck Water Works, inc. OCA 1-8
2012 NHPUC Annual Report Page 7 of 7
Monthly Unaccounted For Water Report
Systerm Name
Mapie Sounhegan
Great Brook | Little Pond Haven Powder Hill | Richardson; Woods Sweet Hill | Twin Ridge § Valleyfield
January Pumpage (100 cubic feet: - ) 1480 510 3700 243 800 253 710 710
January Sales (100 cubic feet} - 750 533 3565 250 873 278 663 663
January Unaccounted % - 50% -5% 4% -3% -9% -89%}{ 7% 7%
February Pumpage (100 cubic feet) - 1524 1200 400 3000 194 872 208 590 376
February Sales (100 cubic feet) - 1437 618 410 2737 201 645 218 541 414
February Unaccounted % - 6% 49% -3% 9%, -4% 4% -5% 8% -10%
March Pumpage (100 cubic feet) - 1289 380 2800 186 568 183 520 346
March Sales (100 cubic feet) - 618 384 2702 195 600 188 500 263
March Unaccounted % - 52% -4% 4% 1% -6% -8% 4% 24%
April Pumpage (100 cubic feet) - 1370 510 3400 282 787 264 728 460
April Sales (100 cubic feet) - 678 513 3163 265 773 263 664 360
April Unaccounted % - 51% 1% 7% 1% 2% 0% 9% 22%
May Pumpage {100 cubic feet) - 2682 1670 470 5500 208 1546 299 520 384
May Sales (100 cubic feet) - 2636 853 565 4775 212 1246 3086 519 287
May Unaccounted % - ; 2% 49% -20% 13% -3% 18% -2% 0% 27%
June Pumpage (100 cublc fest) - 2140 870 9300 276 2430 443 725 495
June Sales {100 cubic feet) - 1332 694 9108 280 2303 451 683 380
June Unaccounted % - 38% -4% 2% -1% 5% -2% 6% 23%
July Pumpage (100 cubic feet) - 2180 560 11700 246 2304 520 650 410
July Sales (100 cubic feet) - 1553 568 11494 252 2663 550 558 312
July Unaccounted % - 28% -1% 2% -2% -16% -6% 14% 24%
August Pumpage (100 cubic feet) ~ 1553 3240 nda 18100 230 35880 515 8980 512
August Sales (100 cubic feet) - 1465 2583 nda 17971 235 3793 534 798 288
August Unaccounted % - 6% 20% nda 1% -3% 1% 4% 19% 44%
September Pumpage (100 cubic feet) - 3200 640 17400 238 3810 380 993 521
September Sales {100 cubic feet) - 2372 643 16943 238 39686 371 880 408
Septernber Unaccounted % - 26% 0% 3% 0% -4% 2% 11% 21%
Ogtober Pumpage (100 cubic feet) - 1860 410 8200 181 1427 257 846 377
October Sales (100 cubic feet) - 1307 428 8101 186 1972 288 565 330
October Unaccounted % - § 30% 4% 1% -3% -38%} -12% 13% 12%
November Pumpage (100 cubic feet) « 1308 1376 360 340G 172 792 215 570 326
November Sales (100 cubic feet) - 1312 751 359 3252 180 820 225 517 288
November Unaccounted % - 0% 45% 0% 4% -5% -4% -5% 9% 18%
December Pumpage (100 cubic feet) - 1420 395 3800 2474 791 234 840 441
December Sales (100 cubic feet) - 684 494 3406 223 809; 248 748 363
December Unaccounted % - 52% -25% 5% -3% 2% 6% 11% 18%
Total Pumpage (100 cubic feet) - 6967 22420 5305 80100 2561 19777 3771 8472 5368
Total Sales (100 cubic feet) - . 6850 14108 5601 87217 2718 20463 3931 7638 4337
2012 Unaccounted% - 2% 37% 6% 3%} 2% -3% 4% 10% 19%

nda - no data available

All calculations are made by comparing monthly pumpage records against monthly sales records.

Monthly readings of the pumpage and sales meters are generally made on the same day.

*PWW core calculations are made using a twelve month running average and are shown in average Millions
of Gallons per day for the past 12 months. All readings are in CCF, hundred of cubic feet.

For the following systems the pumpage data is based on usage from water bills where we purchase water;
Ashley Commons, Federal Hill, and Great Brook.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses 1o
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJ ECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-9 Witness: Donald L. Ware

REQUEST: DPlease provide the Company’s forecasted spending on transmission and
distribution (T&D) operations and maintenance (O&M) expenses for 2013, 2014 and 2015.

RESPONSE: The Company’s 2013 Budget projects T&D Expenses of $1.4 million and total

O&M expenses of $11.6 million. A forecast of T&D expenses and O&M expenses for 2014 and
2015 is not available.

9
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-10 Witness: Donald L. Ware

REQUEST: Reference Direct Testimony of Donald Ware dated December 19, 2012, p.10,
lines 15-20:

All of the water main work being completed is replacement work versus rehabilitation
work. The initial WICA filing estimated that about 40% of the work would be
accomplished via clean and lining at a price per foot about 65% that of replacing the
water main. The increased cost associated with replacing all the water main has reduced
the amount of water main that can be addressed each year.

(emphasis added). Please explain why the Company now proposes replacement rather than
cleaning and lining. Please provide any analysis (e.g., cost benefit) associated with this change.

RESPONSE:  For 2013 through 2015, Mr. Ware’s testimony on p. 7 (lines 13 through 16)
states that “For the present, the Company plans to match its level of replacement with that of the
City and the Town. If the level of City and Town work diminishes or is stopped, the Company
will then add to its evaluation list water mains to be rehabilitated or replaced....” The Company
is proposing 2013 to 2015 WICA replacement only projects because these projects match up
with the City and Town work. The Company will consider cleaning and lining water mains that
would not be impacted by work on City sewer and storm drain projects. However, the practice
in the late 18007s and early 1900’s was to install sewer and water mains in the same trenches. It
is not possible to replace the sewer lines without moving the location of and replacing the
existing water main. As time progressed and installation methods were modernized, water mains
and sewer lines were installed in separate trenches. In those locations, the Company will assess
whether to clean and line or replace its water mains. In the near term the majority of the streets
that the City would consider for sewer replacement fall into the category where the sewer and
water were installed in the same trench, Jeaving the Company only with the replacement option.

10
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
OCA’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 20, 2013 Date of Response: March 7, 2013
Request No. OCA 1-11 Witness: Donald L. Ware

REQUEST: Reference Direct Testimony of Donald Ware dated December 19, 2012, p.12,
lines 16-17:

The Company will fund WICA projects with debt. Initial debt would come from the
Company’s short term line of credit. Once a sufficient amount of short term debt has been
incurred, the Company will propose refinancing with long term debt and will petition the
Commission for approval of the new debt at that time.

(emphasis added). Please quantify and explain what is meant by the words “sufficient amount of
short term debt.”

RESPONSE:  Short term debt is utilized to fund individual projects. The cost of the projects
are aggregated and refinanced on a long term basis once the combined project amounts are
sufficient to attract long term financing. The long term financing is evaluated based on interest .
rates, debt issuance cost and the availability of financing in the long term financing markets.

11
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| s
DEVI MILLIMET

ATTORNEYS AT LAW

. 3 FREDERICK J, COOLBROTH
March 20, 201 603.669.1000
FCOOLBROTH@DEVINEMILLIMET.COM

VIA ELECTRONIC MAIL

Rorie Hollenberg, Esq.
Office of Consumer Advocate
21 S. Fruit Street, Suite 18
Concord, NH 03301-2429

Re: DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Attorney Hollenberg:

Enclosed are responses by Pennichuck Water Works, Inc. to the second set of data
requests dated March 14, 2013 by the OCA.

Very truly yours,
Vo T ey
frecincleT{ polbotte
Frederick J. Coolbroth (/J%ECS
FJC:aec

Enclosures

cc via electronic mail:
Discovery Service List

DEVINE, MILLIMET 111 AMHERST STREET T 603.669.1000 MANMCHESTER, MH
& BRANCH MANCHESTER F 603.669.8547 CONCORD, NH
PROFESSIONAL NEW HAMPSHIRE DEVINEMILLIMET.COM

ASSOCIATION 03101
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 2
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 14, 2013 Date of Response: March 20, 2013
Request No. OCA 2-1 : Witness: Donald L. Ware

REQUEST: Ref. OCA 1-3. Please confirm that the Company’s proposed WICA
investment does not include revenue-producing capital investment.

RESPONSE: The Company’s plan involves the replacement of existing water services
that provide service to existing Company customers. No new revenue will be achieved as
a result of this capital investment.

The Company’s plan involves the replacement of existing water main with new water
main. In some cases the new water main is being increased in size in order to meet
current day fire flow requirements of the Insurance Service Organization. Water main
replacements in general are also non-revenue producing. The Company has determined
that there is one way in which water main replacements can have a de minimus revenue
effect. The Company bills the City of Nashua for fire protection on the basis of inch-feet
of water main. The increase in water main size for the projects proposed in 2013 will
result in an increase of about 32,000 new inch-feet of water main which will result in an
annual increase of municipal fire protection charges of about $4,217 per year.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
OCA’s Data Requests — Set 2
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 14, 2013 Date of Response: March 20, 2013
Request No. OCA 2-2 Witness: Donald L. Ware

REQUEST: Ref. OCA 1-4. Do you expect any reductions in maintenance expenses as
a result of the WICA program investments?

RESPONSE: No.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 2
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 14, 2013 Date of Response: March 20, 2013
Request No. OCA 2-3 Witness: Donald L. Ware

REQUEST: Ref. OCA 1-8, 2010 and 2011 Monthly Unaccounted for Water Reports
pages 1-7.

a. pp.1 & 4. Please explain why there are more sales than pumpage for the
Bedford Water systems?

b. Why would there be any negative unaccounted for water?

c. Please explain why the unaccounted for water for Bedford Water in
September increased to 79%?

d. pp.1,4, 6. Please explain why Glen Ridge has high unaccounted for water
percentages compared to the other systems?

e. pp.2,5,7. Please explain the high negative unaccounted for water
percentages for Hi and Lo, Redfield, Richardson, Souhegan Woods, and
Sweet hill systems.

f. Please explain the high unaccounted for water percentages for Hubbard
Hill and Valleyfield.

g. pp. 5 & 7. Why has the unaccounted for water percentage for Little Pond
increased from 12% in March 2011 to 51% in Dec 2011 and continuously
through Dec 20127

OBJECTION: In accordance with Order No. 25,230, “eligible projects include mains,
valves, services and hydrants and would be limited to those projects completed in
PWW?’s core system”. None of the community water systems referred to above are part of
PWW’s core system. Therefore, the request above is beyond the scope of this docket and
does not seek information relevant to the issues within the scope of this Docket. Subject
to and without waiving this objection, the Company provides the following responses to

the questions.
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RESPONSE:  Unaccounted for water is calculated by comparing the total of monthly
retail meters to the total of the production meter that discharges into the distribution
system. The production meter is larger and does not record flows as low as the retail
meters. For instance, a 5/8” meter will accurately record flows as low as 1/8 of a gallon
per minute (gpm) while a 3” turbine meter will only record flows as low as 5 gpm and a
6” turbine meter will only record flows as low as 20 gpm. Please consider this
information in context to the answers to the questions.

l.a. The pumpage was under recorded due to a production meter that was not recording
low flows.

1.b. This is the result of a calculation where the retail meters monthly total flow is
greater than the production meter's monthly flow. The calculation for unaccounted for
water i

% unaccounted for = (production volume — retail volume)/production volume

If the retail volume is greater than the production volume for the reasons previously
detailed the result will be a negative unaccounted for water.

1.c. This meter was determined to be faulty and was replaced. The production meter is
still sized to reflect the piping inside the station so we expect continued months where the
unaccounted for water will be negative. The meter was exchanged in May of 2011.

1.d. The services and water mains in Glen Ridge are substandard HDPE. There are a
Jarge number of leaks, especially on services, that result in the high unaccounted for
water. A single service leak of 3 gpm, which may not surface or create any pressure
problems for a homeowner, results in unaccounted for water of 22%. When the
Company sees unaccounted for water in excess of 15% and more than several gallons per
minute it begins leak detection efforts. Since the analysis of leak detection is done in
conjunction with monthly meter reading it is not unusuaj for this system to show high
unaccounted for water every month even though the Company is fixing a leak every

month.

l.e. As previously described this results when the sum of the retail meters exceeds the
production meter. In the case of Hi-Lo the system gets water from the Drew Woods
between April and November in order to satisfy summer flows that the Hi-Lo well could
not keep up with. The water flowing from Drew Woods into the Hi-Lo system is not

metered.
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Redfield is part of the Drew Woods system and gets most of its water via an
interconnection that is not metered. The comparison against a well production that is
rarely used due to water quality issues is not an accurate measurement of unaccounted for
water and should be eliminated from the monthly analysis.

Souhegan Woods gets production water from its own wells and also via purchased water
from the Merrimack Village District. The calculation does not include the water from the
Merrimack Village District. There are no provisions for the Company to read the
Merrimack Village District meter monthly and include it in the total of production water.

The Company is not aware of the reason for the negative unaccounted for water in Sweet
Hill. All retail and production meters are tested in accordance with the AWWA
standards. The most recent test of the Sweet Hill production meters indicated that they
were recording water flows accurately.

1.f Both of these water systems have substandard HDPE water mains and services that
are subject to leakage. As with the Glenridge system it is not unusual to engage in leak
detection efforts as a result of the monthly comparison of pumpage to sales, find and fix
the leak only to have another leak show up the next month or within several months.

Valleyfield had an average unaccounted for water of 19% in 2012 with a high month of
44%. Please keep in mind that 44% unaccounted for water in Valleyfield translates to a

leak of 3.75 gpm.

1.g. We have not determined the cause. We have leak detected this system totally on a
quarterly basis and have yet to find a leak. We are exchanging the 6 turbine meter at
Bedford High School with a 6” compound meter, as it i possible that low flows are
happening at the High School that are not being recorded and this is resulting in some of

the unaccounted for water.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 2
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 14, 2013 Date of Response: March 20, 2013
Request No. OCA 2-4 Witness: Donald L. Ware

REQUEST: Ref. OCA 1-11. There is currently a docket filed with the Commission by
Pennichuck East Utility for an extension of their short term debt limit until they can
secure long-term financing. Does PWW expect to have similar issues? If so, please
explain.

RESPONSE: No.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
OCA’s Data Requests — Set 2
PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 14, 2013 Date of Response: March 20, 2013
Request No. OCA 2-5 Witness: Donald L. Ware

REQUEST:  Ref. Staff 1-3. Have there been issues or concerns with mains in close
proximity to the water treatment plant?

RESPONSE: No.
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OCA 31
PENNICHUCK WATER WORKS, INC. Revised
WICA Surcharge Calculation Attachment C
DW 12-359 Page 1 0of 2
2013 2014 2015
Plant Additions $ 2,681,700 $ 1,918,848 § 2,310,098
Less Accumulated Depreciation For:
2013 Additions $ (21,667) $ (43,333) § (43,333)
2014 Additions $ (15,5564) $ (31,128)
2015 Additions $ (18,694)
Net Plant Additions $ 2,660,033 $ 1,859,951 § 2,216,943
Pre Tax Rate of Return 6.04% 6.04% 6.04%
Revenue Requirement $ 160,666 $ 112,341 $ 133,903
Depreciation $ 43333 § 31,128 § 37,388
Property Taxes $ 68,812 $ 49238 3 59,277
Overall Revenue Requirement $ 272811 $ 192,707 $ 230,568
Cumulative Revenue Reguirement $ 272811 $ 465518 $ 696,086
Water Revenues per DW 10-091 $ 26,997,163
Overall Revenue Surcharge Amount 1.01% 0.71% 0.85%
Cumulative Revenue Surcharge Amount 1.01% 1.72% 2.58%
Calculation of Pre Tax Rate of Return (Based on DW 11-026)
Weighted Cost  Tax Multiplier  Pre Tax Cost
Debt 6.04% 1.000 6.04%
Equity 0.00% 1.681 0.00%
6.04% 6.04%
Customer Impact
5/8 inch Meter Charge $ 2034 § 2034 3 20.34
Volumetric Charge $ 330 § 330 % 3.30
Average Single Family Residential Usage (CCF) 7.88 7.88 7.88
Monthly Usage $ 2600 $ 26.00 % 26.00
Total Month Charge $ 46.34 $ 46.34 3 46.34
WMonthly Impact of Surcharge $ 047 $ 033 % 0.40
Cumulative Monthly Impact of Surcharge $ 0.47 §$ 0.80 $ 1.19




DW‘12-359 Pennichuck Water Works, Inc.
Staff Recommentarion Attachments
Page 47 of 95

FREDERICK J. COOLBROTH
March 7, 2013 603,669 1000
FCOOLBROTH@DEVINEMILLIMET.COM

VIA ELECTRONIC MAIL

Mr. Geoff Daly
48 Walden Pond Drive
Nashua, NH 03064

Re:  DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Mr. Daly:

Enclosed are responses by Pennichuck Water Works, Inc. to your data requests
dated February 25, 2013.

Very truly yours,

Frederick J. £-oolbroth
FIC:aec
Enclosures

cc via electronic mail:
Discovery Service List

T 603.66%.1000C
FG03.665.8847

DEVINERILLIMRET. COM

MEW MAMPSHIRE

9310
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Daly 1-1 Witness: Donald L. Ware

REQUEST: Please provide the actual Profit/Loss statement of the current Pennichuck
Corporation for the year 2012, using a GAP standardized accounting method.

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom and
Daly... must adhere to the scope of the docket, which is limited to issues pertaining to
PWW’s December 24, 2012 WICA filing.” The request above is beyond the scope of
this docket and does not seek information relevant to the issues within the scope of this
Docket. Subject to and without waiving this objection, the Company provides the
following response to the question.

RESPONSE: The 2012 audited financial statements for Pennichuck Corporation are not
currently available. Please see the Pennichuck Corporation’s website under “Company
Reports” for the 2012 Financials through November 30, 2012. The 2012 GAAP
financials will be available to the public after the completion of the audit and approval by
the Audit Committee of the Board of Directors.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Daly 1-2 Witness: Donald L. Ware

REQUEST: Please provide the projected Profit/Loss statement of the current
Pennichuck Corporation for the year 2013, using a GAP standardized accounting method.

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom and
Daly. .. must adhere to the scope of the docket, which is limited to issues pertaining to
PWW’s December 24, 2012 WICA filing.” The request above is beyond the scope of
this docket and does not seek information relevant to the issucs within the scope of this
Docket. Subject to and without waiving this objection, the Company provides the
following response to the question.

RESPONSE:  Pennichuck Corporation’s 2013 budget is available on the company’s
website under “Company Reports” Financial Information - 2013 Budget.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25,2013 Date of Response: March 7, 2013
Request No. Daly 1-3 Witness: Donald L. Ware

REQUEST:  InMr. Don Ware’s testimony of Dec 192012 as follows:

Q.

The Order authorized the Company to initiate the WICA program in 2011.
Why did the Company ‘determine not to do so?

In 2011, the Company and its affiliates were thoroughly involved in finally
resolving the acquisition of the Company’s parent, Pennichuck Corporation, by
the City of Nashua (the “City”) following years of highly contentious regulatory
and court proceedings. The efforts required to resolve these proceedings and
complete the acquisition were intense. This was a time of great change for the
Company and potentially a time of uncertainty for the Company’s customers. A
WICA filing would have added a further complexity for the Company and its
customers. Additionally, the approved settlement agreement relating to the
acquisition in the proceedings before this Commission in Docket DW 11-026
provided for the Company to file a permanent rate case on or before June 1, 2013
using the calendar year 2012 as the test year. As a result, the 2012 investments in
water main and service replacements would be included in the test year rate base

and dealt with as part of the rate filing. Therefore, the Company deferred the

a2
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initiation of the WICA program for a year and is requesting that the Commission
consider this WICA filing as the initial filing.

Why was this left out of the City of Nashua’s negotiation and acquisition document of
Oct 18™2011 as the above is not an acceptable response.

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom and
Daly... must adhere to the scope of the docket, which is limited to issues pertaining to
PWW’s December 24, 2012 WICA filing.” The request above is beyond the scope of
this docket and does not seek information relevant to the issues within the scope of this
Docket. Subject to and without waiving this objection, the Company provides the
following response to the question.

RESPONSE: The WICA mechanism was approved in the Company’s last rate filing
submitted on May 7, 2010 (DW 10-091) and approved by Order No. 25,230 dated June 9,
2011 including the settlement agreement dated May 19, 2011. The order approved
permanent rates, a pilot WICA and a Contract with Anheuser-Busch, Inc. The petition to
approve the acquisition of Pennichuck Corporation by the City of Nashua was filed on
February 4, 2011 (DW 11-026) and approved by Order 25,292 on November 23, 2011.
The acquisition petition did not request nor intend to seek approval of rates or rate
mechanisms, e.g., a WICA surcharge but to approve the acquisition of Pennichuck by the
City of Nashua.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Daly 1-4 Witness: Donald L. Ware

REQUEST: With reference to the C. W. Downer, report (accessible form the
www.Gonashua.com , web site). There is reference of a $7.6 million capital
improvement allowance in the financial calculation’s going forward for 30 years.
Therefore, why is there a necessity to file for a WICA rate adjustment?

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom
and Daly... must adhere to the scope of the docket, which is limited to issues pertaining
to PWW?’s December 24, 2012 WICA filing.” The request above is beyond the scope of
this docket and does not seek information relevant to the issues within the scope of this
Docket. Subject to and without waiving this objection, the Company provides the
following response to the question.

RESPONSE: The purpose of the WICA mechanism is to enable the Company to recover
the fixed costs of certain pre-approved aging infrastructure capital improvements
completed and placed in service between filings. The WICA mechanism accelerates
recovery of capital investments but is not incremental to future approved rates from
periodic rate filings. The WICA charge is reset to zero as of the effective date that new
rates are approved by the Commission in a subsequent rate filing.

The model reflected capital investments of $9.8 million,$7.7 million and $7.9 million for
the years 2013, 2014 and 2015 respectively. The model also assumed that these capital
investments would be funded by new borrowing and the cost which included
depreciation, interest expense and property taxes would be included in the determination
of water rates. The WICA projects are consistent with the projected capital requirements
in the model, and the rate impacts of the WICA projects are consistent with the annual
projected water rate increases included in the model.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works® Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Daly 1-5 Witness: Donald L. Ware

REQUEST:  If any rate, adjustment is approved under this WICA application. How
will this affect the forthcoming June 1% 2013 hearing for a regular rate increase and what
is the base rate valuation based upon?

RESPONSE:  The approval of the Company’s petition will have no effect on the
Company’s rate filing ordered for submission not later than June 1, 2013. All capital
projects and related expenses, e.g., taxes and depreciation, through December 31, 2012
will be included in the rate filing. The rate filing will not be seeking a return on any
capital projects placed in service after December 31, 2012. As noted in its petition, the
Company is requesting approval of its proposed 2013 WICA projects and preliminary
approval of its proposed 2014 WICA projects. Therefore, the WICA mechanism is
secking a return on capital projects and their associated expenses beyond the period of
time covered by the rate filing. Order 25,230 provides that the WICA will continue on a
pilot basis until it is modified or discontinued by the Commission and will automatically
terminate, as a component of the rates approved at the time of the final order in PWW’s
next general rate case, as opposed to the current 2012 test year rate case. Therefore the
Commission will be required to make a determination as to whether to continue or
discontinue the WICA program in the next rate case.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Daly’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Daly 1-6 Witness: Donald L. Ware

REQUEST:  There appear to be considerable differences in the per-foot costs for
projects in replacement of 8-inch and even 4-inchcast iron unlined mains. Please address,
why such differences in the costs? Who is the main piping supplier or are there different
suppliers used?

RESPONSE:  Please see response to Staff 1-9. The WICA projects are bid out to
qualified contractors and include materials specifications which stipulate the type of pipe
that can be used. The selected bidder is responsible for providing the pipe that is being
installed and must meet the requirements of the specifications regarding the pipe to be
used. The contractor could buy his pipe from several different pipe suppliers.
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FREDERICK J. COOLBROTH
March 7, 2013 5036691000
FCOOLBROTH@DEVINEMILLIMET.COM

VIA ELECTRONIC MAIL
Mr. Fred S. Teeboom

24 Cheyenne Drive

Nashua, NH 03063

Re:  DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Mr. Teeboom:

Enclosed are responses by Pennichuck Water Works, Inc. to your data requests
dated February 25, 2013,

Very truly yours,

ol (b

/4 d
Frederick J. Cﬁfolbroth
ki

FIC:aec
Enclosures

cc via electronic mail:
Discovery Service List

DEVINE, MILLIMET
& BRARCH
PROFESS
ASSOCIATION




DW 12-359 Pennichuck Water Works, Inc.
Staff Recommentarion Attachments
Page 56 of 95

PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: Febraary 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-1 Witness: Donald L. Ware

REQUEST:  Please cite the legal authorization in New Hampshire for a WICA
adjustment outside regularly scheduled rate hearings.

RESPONSE: The WICA mechanism was approved by the New Hampshire Public
Utilities Commission in Order 25,230 for the case DW 10-091.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-2 Witness: Donald L. Ware

REQUEST: Given that the NHPUC has authorized, under Order #25-292 in Docket
DW11-26, aregular Rate Hearing not later than 1 June of this year (only 3 months
away), please explain why it is necessary to have this WICA rate adjustment.

RESPONSE: As agreed to in the Settlement Agreement for case DW11-026 dated
October 18, 2011 the Company’s rate filing of not later than June 1, 2013 will use
calendar year 2012 as the test year. In accordance with the procedures and
methodologies of the Ratemaking Structure all capital projects and related expenses, e.g.,
taxes and depreciation, through December 31, 2012 will be included in the rate filing.
The rate filing will not be seeking a return on any capital projects placed in service after
December 31, 2012. As noted in its petition, the Company is requesting approval of its
proposed 2013 WICA projects and preliminary approval of its proposed 2014 WICA
projects. ‘L'herefore, the WICA mechanism is seeking a return on capital projects and
their associated expenses for projects not covered by the rate filing, which has calendar
year 2012 as its test year.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Keceived: February 25, 2013 Date of Response: March 7, 2013
\equest No. Teeboom 1-3 Witness: Donald L. Ware

REQUEST: If the rate increase under WICA is granted, how will this affect the regular
Rate Hearing ordered not later than 1 June of this year?

RESPONSE: The approval of the Company’s WICA petition will have no effect on the
Company’s rate filing ordered for submission not later than June 1, 2013.  Order No.
25,230 provides that the WICA will continue on a pilot basis until it is modified or
discontinued by the Commission and will automatically terminate, as a component of the
rates approved at the time of the final order in PWW?’s next general rate case, as opposed
{o the current 2012 test year rate case. Therefore the Commission will be required to
make a determination as to whether to continue or discontinue the WICA program in the

next rate case.

(US)
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works® Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-4 Witness: Donald L. Ware

REQUEST: Why was the intended WICA filing not mentioned in the Pennichuck
Acquisition Settlement Agreement, executed 18 October 20117

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

.. must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE: The WICA mechanism was approved in the Company’s last rate filing
submitted on May 7, 2010 (DW 10-091) and approved by Order 25,230 dated June 9,
2011 including the settlement agreement dated May 19, 2011. The order approved
permanent rates, a WICA pilot program and a Contract with Anheuser-Busch, Inc. The
petition to approve the acquisition of Pennichuck Corporation by the City of Nashua was
filed on February 4, 2011 (DW 11-026) and approved by Order 25,292 on November 23,
2011. The acquisition petition did not request nor intend to seek approval of rates or rate
mechanisms, e.g., WICA but to approve the acquisition of Pennichuck by the City of

Nashua.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-5 Witness: Donald L. Ware

REQUEST:  The Pennichuck Acquisition was predicated on, and adopted by the City
of Nashua Board of Aldermen, conditional to the presentation of a financial model
prepared by C. W. Downer (viewable on the Nashua website). This model assumed
capital improvements of $.7.6 million annually for a period more than 30 years following
the acquisition. Why is it therefore necessary to file the WICA rate adjustment?

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

... must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE:  The purpose of the WICA mechanism is to enable the Company to
recover the fixed costs of certain pre-approved aging infrastructure capital improvements
completed and placed in service between rate filings. The WICA mechanism accelerates
recovery of capital investmerits, but it is not incremental to future approved rates from
periodic rate filings. The WICA surcharge is reset to zero as of the effective date that new
rates are approved by the Commission in a subsequent rate filing.

The model reflected capital investments of $9.8 million, $7.7 million and $7.9 million for
the years 2013, 2014 and 2015 respectively. The model also assumed that these capital
investments would be funded by new borrowing and the cost which included
depreciation, interest expense and property taxes would be included in the determination
of water rates. The WICA projects are consistent with the projected capital requirements
in the model, and the rate impacts of the WICA projects are consistent with the annual
projected water rate increases included in the model.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FO< APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-6 Witness: Donald L. Ware

REQUEST: Given that the Settlement Agreement accounted for $5,000,000 in “rate
“stabilization” funding why is it necessary to file the WICA rate adjustment?

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

... must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE:  As indicated on page 13 and 14 of the Settlement Agreement related to
case DW 11-026, which Mr. Teeboom signed as a settling party, the Rate Stabilization
Fund has a specific purpose which is to provide a reserve to ensure that; even in adverse
conditions such as wet weather or a downturn in the economy which results in reduced
revenues, there will be sufficient cash to fund the City Bond Fixed Revenue Requirement
(“CBFRR?™), thereby enabling the City to pay the debt service on the City Acquisition
Bonds. The Fund can only be utilized when the portion of revenues assigned to pay the
CBFRR are insufficient.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

" Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-7 Witness: Donald L. Ware

REQUEST: The Consolidated Rate Base under the Settlement Agreement Executed 18
October 2011 decreased in excess of $50 million (see Exhibit B, and Supplement Exhibit
D filed on 13 April 2012) adopted by PUC Order #25-292 in Docket DW11-26 to allow
for CBFRR annual payments to the City of Nashua for the $152 million 100% leveraged
acquisition plus reimbursement of the city’s 5 million eminent domain costs. The
Settlement Agreement proposed a novel accounting scheme named Municipal
Acquisition Regulatory Asset (MARA), to avoid cxploding the water rates under the
(undocumented) PUC accounting rules that apply to regular rate hearings, subject to
review at the next regular Rate Hearing on/before 1 June of 2013. But how do these
annual debt payments, not existing prior to the acquisition, affect the company’s
profitability under standard GAP accounting rules (for example, using the
aforementioned J. W. Downer financial model).

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

.. must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE:  The treatment of the MARA for regulatory purposes is discussed on
pages 14 and 15 of the Settlement Agreement in case DW 11-026 which was approved in
Order 25-292. Mr. Teeboom was a signatory approving the Settlement Agreement and is
therefore familiar with its terms and conditions.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works” Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-8 Witness: Donald L. Ware

REQUEST: Please provide the actual Profit/Loss statement for the newly formed
Pennichuck Corporation for the year 2012, using a GAP standardized accounting method.

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

... must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE:  The 2012 audited financial statements for Pennichuck Corporation are
not currently available. Please see the Pennichuck Corporation’s website under
“Company Reports” for the 2012 Financials through November 30, 2012. The 2012
GAAP financials will be available to the public after the completion of the audit and
approval by the Audit Committee of the Board of Directors.
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works’ Responses to
Teeboom’s Data Requests — Set 1

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: February 25, 2013 Date of Response: March 7, 2013
Request No. Teeboom 1-9 Witness: Donald L. Ware

REQUEST: Please provide the projected Profit/Loss statement for the newly formed
Pennichuck Corporation for the year 2013, using a GAP standardized accounting method.

OBJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

... must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket
and does not seek information relevant to the issues within the scope of this Docket.
Subject to and without waiving this objection, the Company provides the following
response to the question.

RESPONSE: Pennichuck Corporation’s 2013 budget is available on the company’s
website under “Company Reports” Financial Information - 2013 Budget.

9
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FREDERICK J. COOLBROTH
March 20, 2013 £03.669.1000
FCOOLBROTH@DEVINEMILLIMET.COM

VIA ELECTRONIC MAIL

Mr. Fred 8. Teeboom
24 Cheyenne Drive
Nashua. NH 03063

Re:  DW 12-359; Pennichuck Water Works, Inc. — Petition for Approval of Water
Infrastructure and Conservation Adjustment

Dear Mr. Teeboornu:

Enclosed is Pennichuck Water Works, Inc.’s supplemental response to your data
request 1-8.

Very traly yours,

FIC:aec

Enclosures

cc via electronic mail:
Discovery Service List
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PENNICHUCK WATER WORKS, INC.
DW 12-359

Pennichuck Water Works® Responses to
Teeboom’s Supplemental Data Request — Set 2

PETITION FOR APPROVAL OF WICA PROPOSED PROJECTS

Date Request Received: March 20, 2013 Date of Response: March 20, 2013
Request No. Teeboom 1-8 Witness: Donald L. Ware

REQUEST: Please provide the actual Profit/Loss statement for the newly formed Pennichuck
Corporation for the year 2012, using a GAP standardized accounting method.

ORJECTION: As stated in February 22, 2013 Secretarial Letter, “Messrs. Teeboom

... must adhere to the scope of the docket, which is limited to issues pertaining to PWW’s
December 24, 2012 WICA filing.” The request above is beyond the scope of this docket and
does not scek information relevant to the issues within the scope of this Docket.

Subject to and without waiving this objection, the Company provides the following response to
the question.

RESPONSE:  The 2012 audited financial statements for Pennichuck Corporation are not
currently available. Please see the Pennichuck Corporation’s website under “Company Reports”
for the 2012 Financials through November 30, 2012. The 2012 GAAP financials will be
available to the public after the completion of the audit and approval by the Audit Committee of

the Board of Directors.

SUPPLEMENT TO RESPONSE:

Subject to and without waiving the objection stated above, attached are the audited financial
statements of Pennichuck Corporation for the fiscal year ended December 31, 2012.
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Independent Audifors™ Report

Cousolidated Balance Sheet

Consolidated Statement of Income

Consolidated Statement of Comprehensive Income
Consolidated Statement of Changes in Stockholder’s Equity
Consolidated Statement of Cash Flows

Notes to Consolidated Financial Statements

Note 1 Description of Business and Summary of
Significant Accounting Policies
Note 2 Post-retirement Benefit Plans
Note3 Commitments and Contingencies
Note4 Financial Measurement and Fair Value of Financial Instruments
Note 3 Income Taxes
Note 6 Debt
Note 7 Transaction with the City of Nashua
Note &8 Sale of Land
Note ¢ Subseguent Events
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INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockhiolder
Pennichuck Corporation and Subsidiaries

We have audited the accompanying consolidated financial statements of Pennichuck Corporation
and Subsidiarics, which comprise the consolidated balance sheet as of December 31, 2012, and
the related consolidated statements of income, changes in stockholder’s equity, and cash flows
for the year then eaded, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Stotemenls

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally aceepted in the
United States of America; this includes the design, implementation, and mainfenance of
internal control relevant to the preparation and fair presentation ¢of consolidated financial
statements that are free from material misstatement, whether due to fraud or error,

Auditors’ Responsibility

Cur responsibility is to express an opinion on these consolidated financial statements
hased on oar audit. We conducted our audit sccordance with auditing standards generally
aceepted in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the consolidated [inancial statements
are free from material misstateroent,

An audit involves pecforming procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the asscssment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or errox. In making those risk assess-
ments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedurss
that arc appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal cantrol. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evalu-
ating the overall presentation of the consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
(in thonsands, except share data)
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET - CONTINUED
{in thensands, except share data)

Asof
December 31, 2812

STOCKHOLDER'S BQUITY AND LIARILITIES
Stockholder's Equity:
Common stock; $0.01 par value; 1,000 shares authorized,
issued and outstanding i

Additional paid in capital 30,561
Retained deficit (2,366)
Accunnlated other comprehensive income 35
Total Shareholders” Bquity 28,230
Long Term Debt, Less Currcnt Portion 174,279
Current Liabilitiey:
Current portion of long ferm debt 2,780
Accounts payable 508
Accrued property taxes 37
Doferred revenue 61
Acoruad interest payable 618
Other acorued expenses 127
Accrued wages and payroll withholding 262
Customer deposils and othe; 137
Total Current Liskilities 4,950
Other Liabilities and Deferred Credits:
Deferred income taxes 20,625
Accrued pansion Hability 8,855
Unamortized debl premium 404
Dieferred investment tax credits 669
Regulatory liability 846
Acorued post-retirement benefits 2,368
Customer advances 84
Contributions in aid of construction, net 33,533
Derdvative tnstrument 825
Othet long term liabilities 80z
Total Other Lisbilities and Deforred Credits 69,071
TOTAL STOCKHOLDER'S BQUITY AND LIABILITIES $ 276,530

The accompanying notes ars an integral part of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIGIARIES
CONSOLIDATED STATEMENT OF INCOME

Operating Revenues

Operating Expenses:
Operalions and maintenance
Depreciation and amortization
Taxes other than income taxes

Total Operating Expenses
Operating Income

Merger-related Costs
Interest Expense
Gain on Sale of Land
Other, Net

Income (Loss) Before (Provision for) Benefit From Income Taxes

(in thousands)

{Provision for) Benefit From Income Taxes

et {Loss)

For the Year Ended
December 31,2012

$ 37,756

18,540
5173
4,857

28,570
9,186

(3,750)
(9,615)
1,629

{32)

(2,582)
680

5_(1902)

The accompanying notes are an integral part of these consolidated financial statements.

Lo
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FENNICHUCK CORPORATION AND SUBSIBIARIES
CONSGLIDATED STATEMENT OF COMPREHENSIVE INCOME

(in thousandu}

For the Year Ended

December 31, 2012

Net (Loss)
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PENRICHUCK CORPORATION AND BUBSIDIARITS
CONSOLIDATED STATEMENT OF CHANGES IN ST0CKEOLDERS EQUITY
{in thousnads, exeopt per share dain)

Arcomulated
Additional Othser
Common Sioek Paidin Retaiged Comprebensive Freasury
Shares Amount Capital Earnings/{Deficit) invome (Lo} Stock Tatal

Balance as of
Jasuary 1, 2012 4695757 &5 4896 0% 41,5%% $ 1Lin2 556 5 (138 % 56879
Exercise of stock aptions Loa7 : 268 - « - 21
Srock-based compensation - - 56 - - - 36
Retirement of vld capital structure
dus to change iy contiol {4,696,824) {4,697} {41,765 {11,386} 336 138 137,180y
Issuance of common shares under
new capital siructure 1,000 . 30,561 - - : - 30,561
Common dividends declared-
3209934 per share - - - AL - - i)
Net loss - - - {1,902) - - {1,902}
(ther comprehensive incoms {loss)

Unreslized boss on derfvatives,

net of taxes of $(60} - - - . (3% - 83

Reclassifivation of ngd loss realized

in net income, net of taxes of 563 - - - - 24 - 94
Balance as of ‘ ) X .
December 31, 2012 LA 3 - 3 56l 5 (2388) g EX] 3 - § 28230

The sccompanying notes aee an integrat part of these consolidated financial statoments.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
{in thousands)

For the Year Ended
fecember 31, 2012

Operating Activities:

Net (Loss) 8 (1,502
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 5,438
Amortization of original issue discount 12
Amortization of deferred investment tax credits 33
Provision for deferred income fax (3
Undistributed loss in real estate parmership 6
Stosk-based compensation expense 56
Changes in assets and liabilities:
Increase in accounts receivable and unbilied revenue 1,207
Decrease i refundable income taxes (9
increase in materials and supplies 83
Increase in prepaid expenses 467
Decrease in deferred charges and other assets 491
{Decrease) in uceounts payable and deferved revenue { 1 1)
Increase in acorued interest payable {136}
fncrease in other 1,684
Net cash provided by operating activities 1078
Investing Activities:
Purchase of property, plant and equipment including debt component
of allowance for funds used during construction (6,980}
{Increase) in restricted cash {5,443}
Payments made in connection with merger-related aotivitics {143,975
Increase in investment in real estate partnership and deferred land costs 294
Net cash used in Investing activities £ (156,100)

The aceompanying notes are an integral patt of these consolidated financial statements.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
{in thousands)

For the Vear Ended
December 31, 2012
Financing Activities:
Payments on long term debt § (3.9
Contributions in aid of construction 35
Proceeds frorn long term borrowings 126208
Debt issuance costs {343
Proceeds from issuance of comon stock and dividend reinvestment plan 305383
Dividends paid (2101
Net cash provided by financing activities 146910
Decrease in cash ard cash equivalents (2,114)
ash and cash equivalents, beginning of period 2,987
s__ &

Cash and cash equivalents, end of peried

Supplemental disclosure on cash How and non-cash Hems
for the year ended December 31, 2012 (in thousands)

For the Yesr Buded
Decomber 31, 2812
Cash paid (refinded) during the period for:
Interost $ 9,512
fncome taxes 186
Non-cash Hems:
“oniributions in ald of constraction 1133
42

Forgiveness of delt

The accompanying hotes are an integral part of these consolidated financial staterents.
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PENNICHUCK CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note I — Deseription of Business and Summary of Significant Agcounting Policies

Deseription of Business;

Permichuck Corporation (our “Company,” “we,” or “our”) is a holding company headquar-
tered in Merrimack, New Hampshire with five wholly owned operating subsidiaries:
Pennichuck Water Works, lne., (“Pennichuck Water”) Pennichuck FEast Utlity, Inc,
(“Pennichuck Bast”) and Pittsfield Aqueduct Company, Inc. (“PAC”) (collectively referred to
as our Company’s “utililty subsidiaries”), which are involved in regulated water supply and
distribution to customers in New Hampshire; Pennichuck Water Service Corporation
(“Service Corporation”) which conducts non-regulated water-related services; and The
Southwood Corporation (“Southwood™) which owns several parcels of undeveloped land.

Our Company’s utility subsidiaries are engaged principally in the collection, storage, treat-
ment and distribution of potable water to approximately 34,500 customers throughout the
State of New Hampshire. The utility subsidiaries, which are regulated by the New Hampshire
Public Utilities Commission (fhe “NHPUC”), are subject to the provisions of Accounting
Standards Codification (“ASC”) Topic 980 “Reguluted Operations.”

a5 gl

Susnmary of Sienificant Accounting Policies:

{a} Basis of Presentation

The accompanying consolidated finuncial statements include the accounts of our Company
and its wholly owned subsidiarics. All significant intercompany transactions have been elimi-
nated in consolidation.

(3) Use of Estimutes in the Preparation of Financial Stafements

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and Habilities, disclosure of contingent
assets and Habilities at the date of the financial statements and the yeported amounts of
revenues and expenses during the reporting period. Actual results could differ from those
estimates.

(¢} Property, Plant and Eguipment

Property, plant and equipment, which includes principally the water utility assets of our
“ompany’s utility subsidiaries, is recorded at cost plus an allowance for funds used during
construction on major, long-term projects and includes property funded with confributions in
aid of construction. The provision for depreciation is computed on the straight-line method
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over the estimated useful lives of the assets which range from 5 to 91 vears. The weighted
average composite depreciation rate was 2.48% in 2012, The components of property, plant
and equipment as of December 31, 2012 were as follows:

December 31, Useful Lives
{in thousands) 2612 {in years}
Utility Property:
Land and land rights 5 2,911 -
Source of supply 50,027 3475
Pumping and purification 28,794 15-35
Transmission and distribution, including 119,638
services, meters and hydrants 40 - 91
General and other equipment 10,206 7-75
Intangible plant 766 20
Canstruction work in progtess 1,063
Total utility properly 213,405
Total non-utility property 5 5
Total property, plant and equipment 213,410
Less accumulated depreciation 149352
Propetty, plant and equipment, net $ 164,058

Maintenance, repairs and minor improvements are charged to expense as incurred. Improve-
ments which significantly increase the value of property, plant and equipment are capitalized.

(@) Cash and Cash Fyaivalenis

Cash and cash equivalents generally consist of cash, money market funds and other short-
term liguid investments with original maturities of three months or less.

fe) Concentration of Uredit Risks

Financial instruments that subject our Company to credit risk consist primarily of cash and
accounts receivable. Our cash balances are invested both in a money market fund consisting
of government-backed sceurities and in a financial institution insured by the Federsl Deposit
Insurance Corporation (“FDIC”). Our accounts receivable balances primarily represent
amounis due from the residential, commercial and industrial customers of our regulaied
water utility operations as well as receivables from our Service Corporation customers.

o,
[
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{f} Accounts Receivable - Billed

Accounts recoivable are recorded at the invoiced amounts. The allowance for doubtful
accounts is our best estimate of the amount of probable credit losses in our existing accounts
receivable, and is determined based on historical write-off experience and the aging of
account balances. We review the allowance for doubtful accounts quarterly. Account bal-
ances are written off against the allowance when it is probable the receivable will not be

racovered.
(2} Accounts Receivable - Unbilled

We read our customer meters on a monthly basis and record revenues based on meter reading
results. Information from the last meter reading date is used to estimate the value of unbilled
revenues through the end of the accounting period. Bstimates of water utility revenues for
water delivered to customers but not yet billed are accrued at the end of each accounting
period. Actual results could differ from those estimates.

(i) Inveniory

Inventory is stated at the lower of cost, using the average cost method, or market.

(i} Deferred Land Costs

Included in deferred land costs is our Company’s original basis in its undeveloped land-
holdings and any land improvement costs, which are stated at the lower of cost or market.
All costs assoclated with real estate and land projects are capitalized and allocated to the
project to which the costs relate. Administrative labor and the related fringe benetit costs
attributable to the acquisition, active development and construction of land parcels are
apitalized as deforred land costs. No labor and benefits were capitalized for the year ended
December 31, 2012,

() Deferred Charges and Gther Assets

Deferred charges include certain regulatory assets and costs of obtaining debt financing.
Regulatory assets are amortized over the periods they arc recovered through NHPUC-
authorized water rates, Doforred financing costs are amortized over the term of the related
bonds and notes. Our Company’s utility subsidiaries have recorded certain regulatory assets
in cases where the NHPUC has permitted, or is expected to permit, recovery of these costs
over future periods. Currently, the regulatory assets are being amortized over periods ranging
from four to 25 years, Deferred charges and other assets as of December 31, 2012 consisted
of the following:
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Recovery
Period

(in thousands) 2012 {in years)

Regulatory assets:

Source development charges $ 820 5-25
Miscellancous studies 608 4-25
Untecovered pension and post-relivernent
benefits expense 8,096 &
Total regulatory assets 9,524
Supplemental execulive retirement plan asset 748
Subtetal 18,272
Deferred financing costs 3,623 0

Total deferred charges and other assots ~ §_ 13,893

.
o
[LtatH

(k) Contributions in Aid of Construction ( “CEACT

Under construction contracts with real estate developers and others, our Company’s utility
subsidiaries may receive non-refundable advances for the cost of installing new water mains.
These advances are recorded as CIAC. The utility subsidiaries also record to plant and CIAC
fhe fair market value of developer installed mains and any excess of fair market value over
the cost of community water systems purchased from developers. CIAC are amortized over
the life of the property.

(1) Revenues

Standard charges for water utility services to cusiomers are vecorded as revenue, based upon
moter readings and contract service, as services are provided. The majority of our Company’s
water revenues are based on rates approved by the NHPUC. Estimates of unbilled service
revenues are recorded in the period the services ave provided. Provision is made in the
financial statements for estimated uncollectible accounts.

Non-regulated water management services include contract operations and maintenance, and
yeater testing and billing services to municipatities and small, privately owned community
water systems, Contract revenues are hilled and recognized on a monthly vecurring hasis in
accordance with agreed-upon contract rates. Revenues from unplanned additional work are
based upon time and materials incurred in connection with activities not specifically identi-
fied In the contract, or for which work levels exceed contracted amounts.

Revenues from real estate operations, other than undistributed earnings or losses from equity
method joint ventures, are recorded uporn completion of a sale of real property. Our
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Company’s real estate holdings outside of our regulated utilities arc comprised primarily of

undeveloped land.

(m) Invesiment in Joint Venture

Southwood uses the equily method of accounting for iis jnvestment in a joint venture in
which it does not have a controlling interest. Under this method, Southwood records its
proportionate share of losses under “Other, net” in the accompaiying Consolidated State-

ments of Income with a corresponding decrease in the carrving value of the investment.

(#t) Income Taxes

Tncome tases are recorded using the accrual method and the provision for federal and state
income taxes is based on income reported in the consolidated financial statements; adjusted
for items not recoguized for income tax puUTpOses. Provisions for deferred income taxes are
recognized for accelerated depreciation and other emporary ditferences. A valuation allow-
ance is provided to oifset any net deferred tax assets if, based upon available evidence, it is
1l of the deferred tax assets will not be reatized.

more likely than not that some or a
tax purposes are amortized for financial

Investnent tax crodits previously realized for income
statemont purposes over the life of the property, giving rise to the credit.

to) Recently Issued Acconnting Standards

We do not expect the adoption of any recently issued uccounting pronoun cements o have a

material impact on our financial condition or results of operations.

Note I -~ Pest-retivement Benefit Plans

Pengion Plan aud Other Post-retivement Benefits

d benefit pension plan (the “DB Plan™) that covers sub-
stantially all employees. The benefits are based on years of service and participant compensa-
tion levels. Our funding policy is to contribute annual amounts that meet the requirements for
funding under the U.S. Department of Labor’s Pension Protection Act. Contributions are
intended to provide not only for bencfits attributed to service to date but also for those
expected to be earned in the future.

We have a non-contributory, define

We provide post-retirement medical benefits for eligible retived employees through one of
two plans (collectively referred to as our “C)PER Plans”). For employees who retire on of
after the normal retivement age of 65, benefits are provided through a post-retirement plan
(the “Post-65 Plan”). For eligible employees who retire prior to their normal retirement age
and who have met certain age and service requirements, benefils are provided through a post-
employment medical plan (the “post-employment Plan”). Future henefits uader the Post-65

Plan increase annually based on the actual percentage of wage and salary increases earned
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e

from the plan inception date to the normal retirement date. 1
employment Plan atlow for the continuity of medical benefits coverage at group rates {rom
the employee’s retirement date until the employee becomes eligible for Medicare. The OPER
Plans are funded from the general assets of our Company.

he bencfits under the Post-

Upcn retirement, if a qualifying employee elocts to receive medical benefits under ane of our
OPES Plans, we pay a maximum mouthly benefit of $303 based on years of service.

The following table sets forth information regarding our DB Plan and our OPEB Plans as of
December 31, 2012, and for the period from January 1, 2012 t0 Decomiber 31, 2012:

DB Plan QFEB Plans
(in thousands) December 31,2012
Projected benefit obligations $ 18,569 $ 3212
Brmployer contribution 983 49
Renefits paid, excluding expenses (369) (4%
Fair value of plan assets 9,713 %18
Accumulated benelit obligation 16,158 -
Funded status (8,835) (2,394)
Net periodic benefit cost 1,388 180
Amount of the funded status recognized m the
Consolidated Balance Sheet consisted of:
Current liability 8 - $ (26)
Non-current Hability {8,855) {2,368)
Total $  {8.835) ) (2,394)
P R

Changes in plan assets and benefit obligations recognized in regulatory assets, for the period
from January 1, 2012 to December 3 1, 2012, were as follows:

DB Plan OPEEB Plans
(in thousands) _ December 31, 2012
Regulatory assct balance, beginning of period $ 6,907 s 1,208
Net actnarial loss/(gain) incurred during the period 1,352 (212)
Prior service cost incurred during the period . (785)
Recognized net actuarial (gain)/luss {385} 11
Regulatory asset balance, end of period $ 7874

The reduction in prior service cost recognized during 2012, as shown in the table above in
fhe amount of $785,000, resulted from changes o certain underlying factors relating to future
benefit costs, relating to one of the OPEB plans. The Post-65 Plan was changed as of
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January 1, 2013 relating to the cost of underlying health insarance premiums for the plan, as
well as a clearer definition of the basis for premium amounts anticipated for employees
already collecting benefits from the plan, as well as futare benefits to be earned by
employees eligible under the plan, for which bencfits have not yet been paid out. The
resulting decrease in the Hability of 785,000 will be amortized over the future working
lifetime of active employees.

Amounts recognized in regulatory assets for the DB and OPEB Plans that have not yet been

recognized as components of net periodic benefit cost of the following as of December 31,

2012
DB Plan OPER Plans
{in thousands) December 31, 2012
Net actuarial {gain)/loss $ 187 $ 384
Prior service cost - (162)

Reguiatory asset

The key assumptions used to value benefit obligations and calculate net periodic benefit cost
for our DI and OPEB Plans include the following:

Discount rate for net periodic benefit cost, beginning of period {a) 4.50%
Discount rate for benefit obligations, end of period 4.00%
Expected return on plan assets for the period (net of investmert expenses) 7.50%
Rate of compensation increase, beginning of period 3.00%
Healtheare cost trend rate (applicable only to OPEB Plans} 10.00%

The cstimated net actuarial loss for our DB Plan that will be amortized in 2013 from the
regulatory assets into net periodic benefit costs is $435,000. The estimated net actuarial loss
and prior service cost for our OPEB Plans that will be amortized in 2013 from the regulatory
assets into net periodic benefit costs is $2.000 and $0, respectively.

In establishing its investment policy, our Company tas considercd the fact that the DB Plan
is @ major retirement vehicle for its employees and he basic goal undurlytog the establish-
ment of the policy is to provide that the assets of the Plan are invested in accordance with the
asset allocation range largets to achieve out gxpected return on Plan assets. Our Company’s
investment strategy applies to its OPEB Plans as well as the DB Plan, Our expected long-
term rate of retarn on DB Plan and OPEB Plan assets is hased on the Plans’ expected asset
allocation, expected returns en various classes of Plan assets as well as historical returns.

The assets of our Post-65 Plan are held in two separate Voluntary Braployee Benpeficiary
Association (“VEBA”) trusts. We maintain our VERA plan assets in directed trust accounis
at a commercial bank.

16
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The investment strategy for onr DB Plan and our OPER Plags utilizes several different asset
clagses with varying risk/return charactesistics. The following table indicates the asset
allocation percentages of the fair value of the DR Plan and OPER Plans’ assets for each
major type of plan assct as of December 31, 2012, as well as the targeted allocation range:

DB Plan OPED Plans
Asset Asset
Allocation Allocation
Range Hange
Equities 60% 30% - 100% 64% 30% ~ 100%
Fixed income 40% 20% - 70% 36% % - 50%
Cash and cash equivalents 0% 0% - 15% 0% % - 15%
Total 100% 100%

Management uses its best judgment in cstimating the fair value of ifs Hnancial instruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substan-
tially all financial fnstruments, the fair value estimates hercin are ot neces: rily indicative of
the amounts that we could have realized in a sales transaction for these instruments. The
estimated fair value amounts have been measured as of year-end and have not been reevalu-
ated or updated for purposes of these financial statements subsequent to those respective
dates.

i

Iuvestments in mutual funds are stated at fair value by reference to quoted market prices.
Money market funds are velued utilizing the Net Asset Value per unit based on the fair value
of the underlying assets as determined by the directed trustee.

The DB Plan dlse holds assets under an immediate participstion guarantce group annuily
contract with a life insurance company. The assets under the contract are invested in pooled
separate accounts and in a general investment account. The pooled separate accounts are
valued bascd on net asset value per unit of partivipation in the fund and have no unfunded
commitments or significant redemption restrictions al year-end. The value of these units is
determined by the trustee based on the current market values of the underlying assets of the
pooled separate accounts. Therefore, the value of the pooled separate accounts is deemed to
be at estimated fair value.

The general investment account is not actively traded and signi ficant other observable mputs
are not available. The fair value of the general investment account is caloulated by discount-
ing the related cash flows based on current yields of similar instraments with comparable
durations.

The methods described above may produce a fair value calenlation that may not be indicative
of net realizable value or reflective of futare fair values. Furthermore, while the Plan’s
management belicves the valuation methodologics are appropriate and consistent with othe
market participants, the use of different methodologies or assumptions to determine the
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fair value of certain investments could result in a different fair value measurement at the
eporting daie.

We use a fair value hierarchy which prioritizes the mputs 1o valuation: methods used to
measure fair value. The hicrarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or labilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements),

The fair value of DB Plan and OPEB Plan assets by levels within the fair value hierarchy
used as of December 31, 2012 was as follows:

(in thousands) Totals Level 1 Level 2 Level 3
DE Plan:
Equities:

Pooled separate accounts § 5,866 5§ - $ 5866 $ -

Fixed Income:

General investment aceont 1,704 - - 1,764
Poaled separafe accounts 2,143 - 2,143 -

Cash and cash equivalenis:

Money Market funds - - - -
Total Pension Plan $ 8713 § - $ 8009 $ 1,704
{OPEB Plans:
Mutual funds:
Balanced/Lybrid funds $ 79 % 179§ - § -
{).8. equity securities funds 274 274 - -
International cquity funds 67 67 - -
Fixed income funds 297 297 - -

Cash and cash equivalents:

Woney market funds 1 - i -
Total Posi-retivement Plans $ 818 $ 817 $ 1 5 -
Totals & 10,531 $ 817 § 8,010 $ 1,704

Level 1: Based on quoted prices in active markety for identical assols.
Tevel2: Based on significant cbservable inputs.
Tevel 3 Based on significant nnobservable inus.

P
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The following table presents a period-end reconciliation of DB Plan assots measured and

recorded at fajr value on a recurring basis, using significant unohservable inputs (level 3):

(in thousands)

Balance, beginning of period § L735
Plan transfers 285
Benefits paid {(369)

ol
%

Return on plan assets (net of investment exXpenses) 53

4

Balance, end of period $ 1704

In order to satisfy the minimum funding requirements of the Employee Retirement Income
Sceurity Act of 1974, applicable to defined benefit pension plaws, we anticipate that we will
contribute approximately $1.0 million to the Plan in 2013,

The following maximum benefil payments, which reflect expected future service, as appro-

&

priate, are expected 10 be paid in the years indicated:

(in thousands) DB Plan OPEB Plans
2013 § 42! § 66
2014 488 74
2015 350 83
2016 695 84
2017 51 95
2018 - 2022 5,168 747
Total $ 8073 $ 1,149

Because we are subject to regulation in the stale in which we operate, we are required to
maintain our accounts in accordance with the regulatory authority’s rales and regalations. In
those instances, we follow the gnidance of ASC 980 (“Regulated Operations™). Based on
prior regulatory practice, we recorded underfunded DB Plau and OPER Plan obligations as a
regalatory asset and we expect {o Tecover those costs in rates charged to customers.

Defined Contribution Plan

In addition to the defined benefit plan, we nave a defined contribution plan covering
cubstantially all employees. Under this plan, our Company matches 100% of the first 3% of
each participating employee’s salary contributed to the plan. The matching employer’s con-
tributions, recorded as operating expenses, wele approximately $205,000 for the period
January 1, 2012 to December 31, 2012.
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Note 3 - Commitments and Contingencies

Operating Leases

We lease our corporate office space as well as certain office equipment under operating lease
agreements. Total rent expense was approximately $314,000 for the period from January 1,
2012 to December 31, 2012,

Our remaining non-cancelable lease commitrents for onr carporate office space and leased
equipment as of December 31, 2012 were as follows:

{in thousands) Amount
2013 & 302
2014 286
2015 269
2016 269
2017 157
Total $ 1,283

Note 4 — Financial Measurement and Fair Value of Financinl fostraments

Management uses its best judgment in estimating the fair value of ils financial mstruments.
However, there are inherent weaknesses in any estimation technique. Therefore, for substan-
tially all financial instruments, the fair value estimates herein are not necessarily indicative of
the amounts that we could have realized in a sales transaction for these instruments, The
estimated fair value amounts have been measured as of the period end and have not been
reevaluated or updated for purposes of these financial statements gubsequent to those
respective dates.

We use a fair value hierarchy which prioritizes the inputs to valuation methods used to
measure fair value. The hierarchy gives the highest priogity to unadjusted quoted prices in
active markets for identical assets or labilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level3 measurements). The three levels of fair value

hierarchy ave as follows:
Level 1: Based on quoted prices in active markets for identical assets.
evel 2: Based on significant observable inputs.
Level 3: Based on significant unobservable inputs.
An asset or Hability’s Tevel within the fafr value bierarchy is based on the lowest level of
input that is significant to the fair value measurement.

20
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For sseets and liabilities measured at fair value on a recurring basis, the fair value measure-
ment by levels within the fair value hierarchy used as of December 31, 2012 was as follows:

(in thousands) Total Level 1 Level 2 Tevel 3

Interest rate swap $ (82%) % - $ 825y 0§ -

The carrying value of certain financial instroments included in the accompanying Consoli-
dated Balance Sheets, along with the related fair value, as of December 31, 2012 was as
follows:

Carvying Fair
{in thousands) Value Value
Liabilities:
ong-term debt § (177,058 § (18%,149)
Interest rate swap lability {(825) (825)

The fair value of long-term debt has been determined by discounting the future cash flows
using current market interest rates for similar financial instruments of the same duration. The
fair value for long-term debt shown above does 10t purport to represent the amounts at which
those debt obligations would be settled. The fair tmarket value of our interest rate swap
represents the estimated cost to terminate this agreement as of December 31, 2012 based
upon the then-current interest rates and the related credit risk.

The carrying values of our Cash and Cash Bguivalents, Accounts Receivable and Accounts
Payable approximate their fair values because of their short maturity dates. The carrying
value of our CIAC approximates its fair value because it is expected that this is the amount
that will be recovered in future rates.

NWote 5 - Tucome Taxes

The components of the federal and state income tax provision (venefit) as of December 31,
2012 were as foliows:

{in thousands)

Federal b (507)
State (137
Amortization of investment tax credits {36)
Total % (680)
Cuarrent o (1,255)
Deferred 575
Total §  (680)
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The following is a reconciliation between the statutory federal income tax rafe and the

effective income tax rate for 2012;

Statutory federal rate 34,0%
State tax rate, net of federal benefits 5.5%
Permanent differences -14.6%
Amortization of investment tax credits 1.4%
Efective tax rate 26.3%

The temporary items that give rise to the net deferred tax lability as of December 31, 2012
were as follows:

(in thousands)

Liabilities:
Property-related, net $ 24,834
Pension deferred asset 1119
(ther 1,426
Total Habilities 29,379
Assefs:
Pension accrued liability 3,508
Federal net operating loss carryforward 1,858
Alternative minirum tax credit 244
NH Business Enterprise Tax credits 23
Other 3,125
Total assets 8,754

Net non-current deferred ncome tax liability $ 20,625

We had a federal net operating loss in 2012 in the amount of approximately $4.1 million. The
federal tax benefit of the net operating loss is approximately $1.4 million, of which
approximately $200,000 was carried back to the 2011 tax year, and approximately $1.2
million can be carried forward until the year 2032, and is moluded in deforred income taxes
in the consolidated balance sheet as of December 31, 2012.

As of December 31, 2012, we cstimated approximately $240,600 of cumulative federal
alternative minimum tax credits that may be carried forward indefinitely as a credit against
our regnlar tax liability.
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As of Decentber 31, 2012, we had New Hampshire Business Enterprise Tax (“NHBET”)

credits of approximately $23,000, which were earned in 2012 and expire in 2017, We
anticipate that we will fully utilize these NHBET credits before they expire; therefore we
have not recorded a valuation allowance related to these credits.

Investment tax credits resulting from utility plant additions are deferred and amortized, The
unamortized investment tax credits are being amortized through the year 2033,

We had a regulatory liability related to income taxes of approximately $846,000 as of
December 31, 2012. This represents the estimated {nture reduction in revernues associated
with deferred taxes which were collected at rates higher than the currently cnacted rates and
the amortization of deferred investment tax credits.

We made a review of our portfolio of uncertain tax positions. In this regard, an uncerfain tax
position represents our expected treatment of & tax position taken in a filed tax refurn, or
planned to be taken in a fature tax return, that has not been reflected in measuring income tax
expense for financial reporting purposes. As a result of this Teview, we determined that we
had no material uncertain tax positions. We will use tax planning strategies, if required, and
when possible, to avoid the expiration of any future net operating loss amd/or tax credits.

We ile income fax returns in the U.S. federal jurisdiction, the State of New Hampshire and
fhe Commonwealth of Massachusetts. Our 2008, 2010 and 2011 tax years remain subject 1o
examination by the Internal Revenue Service. Our tax year 2009 was audited by the Internal
Revenue Service and the year was closed with no changes. Our 2008 through 2011 tax years
remain subject to examination by the state jurisdictions.
Our practice is to recognize interest and/or penalties related to income tax malters in “Other,
Net” in the Consolidated Statements of Income. We incurred no interest of penaltics during
the year ended December 31, 2012,

jin
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Note 6 — Debt
Long-term debt as of December 31, 2017 consisted of the following!

(in thousands)

Unsecured note payable to City of Nashua, 5.75%, due 12/25/2041 $ 117925
Unsecured senior niote payable due fo an insurance Company
7.40%, due March 1, 2021 5,600
Unsecured Business Finance Authority:
Revenue Bond (2005 Series BC-4), 5.375%, due October 1, 2035 12,130
Revenue Bond (2005 Series BC-3), 5.00%, due April 1,2018 7,475
Revenue Bond (2005 Series A), 4.70%, due October 1, 2035 12,125
Revenue Bond (Series 20054), 4.70%, due January 1, 2035 1,785
Revenue Bond (Seties 2005B), 4.60%, due January {, 2630 2,320
Revenue Bond (Serics 2005C), 4.50%, due January 1,2025 1,175
Revenue Bond, 1997, 6.30%, due May 1, 2022 3,000
Unsecuted notes payable to bank, floating-rate, due March 1, 2030 4,058
Unsecured New Hampshire State Revolving Fund (“SRF"} notes S 9,741
Total long-term debit 177,334
Less curent portion (2,780)
Less original iasue discount {275}

$ 114279

Total fong-torm debt, net of current postion

U GRT notes are doe throngh 2033 at interest rates ranging from 1% fo 4 488%. Theso notes are payable in 120
t0 740 consecutive monthly installments of principal and interest. The 1% raie appliss to construction projects
still in process until the earlier of (i) the date of substantial completion of the improvements, or {if} various dates
gpecified in the note {such earlier date being the mierest rate change date). Commencing on e inferest rale
change date, the inferest vate changes o the lower of (i) the rate as stated in the note or (i) 80% of the
established 11 General Obligations Boud Index published during the specified time period before the interest
rate change date.

The aggregate principal payment reguirements subsequent o December 31, 2012 arg as
follows:

(in thousands) Amount

2013 £ 2,780
2014 2,875
20158 2,998
2016 3,127
2017 3,265
2018 and thercaficr 162,289
Total § 177,334

D e
Fromai s}
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Several of Pennichuck Water’s loan agreements contain & covenant that prevents Permichuck
Water from declaring dividends if Pennichuck Water does not maintain a minimum net
worth of $4.5 million. As of December 31, 2012, Pennichuck Water's net worth was
$130.9 million. -Penmichuck Water Works also has debt issuance covenants whereby they
st also maintain a maximum total debt to capital ratio of 65%, a maximum funded debt to
net propexty, plant and equipment ratio of 60%, and an interest coverage ratio of at least 1.5;
at December 31, 2012 the tolal debt to capital ratic was 28%, the funded debt to net property,
plant and equipment ratio was 39%, and the interest coverage ratio was 3.17.

Pennichuck Hast's loan agreement for its $4.1 willion unsecured notes payable to a bank
contains a minimum debt service coverage ratio requirement of 1.25; at December 31, 2012
this ratio was 1.69. Also, Pennichuck East is required to maintain a maximum ratio of total
debt to total capitalization of 65%; at December 31, 2012 this rafio was 34%,

The Company’s revolving credit loan facility with RBS Citizens which contains a covenant
that requires the Company to maintain a mimimun fixed charge coverage ratio of at Jeast 1.0
at December 31, 2012 the fixed charge coverage ratio was 1.25. The Company is also
required to maintain an equity capitalization ratio of not less than 35%; at December 31,
2012, the equity capitalization ratic was 590, Under this agreement the Company 1s also
precluded from declaring or paying dividends, or making any otber payment or distribution
of its equity without the bank’s prior written consent, except for: (1) its obligations under
Rate Order No. 25,202 as it pertains to the Company’s specific obligations under the City
Bond Fixed Revenue Requirement (“CBFRR”) which provides for payments of approx-
imately $707,000 per month of the note payable to the City of Nashua (the “City”), and
quarterly dividends to the City for the remainder of fhis azrual obligation, as defined by the
order; and (2) a specific allowance, under Rate Order No. 25,292, whereby the Company is
allowed to make distributions to the City from current earnings and profits in excess of the
CBFRR, to provide funds to allow the City to reimburse itself for the costs incurred by the
City relating to its efforts in pursuing {he eminent domain proceedings from January 2002
through August 2009, provided however that such amount shall not exceed $300,000 in any
fiscal year, or $5,000,000 in the aggregate, of all such distributions.

Our short-term borrowing activity under this revolving credit loan facility for the period from
January 1, 2012 to December 31, 2012 was:

{in thousands}

Tstablished line as of December 31, 2012 § 10,000
Maximum amount outstanding during period -
Average amount outstanding during period -
Amount outstanding as of December 31, 2012 -
Weighted average interest rate during period /s
Interest rate as of December 31, 2012 nfa

As of December 31, 2012, we had a $4.1 million interest rate swap which qualifies as a
derivative. This financial derivative is designated as a cash flow hedge. This financial instru-

25
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ment is used to mitigate interest rate risk associated with our outstanding $4.1 million loan
which has a floating interest rate based on the three-month London Interbank Offered Rate
(“LIBOR™) plus 1.75% as of December 31, 2012, The combined effect of the LIBOR-based
borrowing formula and the swap produces an “q1l-in fixed borrowing cost” equal to 5.95%.
The fair value of the financial derivative, as of December 31, 2012, included in our Consoli-
dated Balance Sheets under “Deferred credits and other reserves” as “QOther ligbilities” was
$825,000. Changes in the fair valuc of this derivative were deferred in accunulated other
comprehensive loss.

Swap settlements are recorded in the statement of income with the hedged item as interest
expense. During the period from January 1, 2017 to December 31, 2012, $157,000 was
reclassified pre-tax from accumulated other comprehensive loss to inferest expense as a result
of swap settlements. We expect to reclassify approximately $158,000, pre-tax, from accumu-
lated other comprehensive loss 1o interest expense as 2 result of swap scttlements, over the
next twelve months,

Note 7 — Transaction with the City of Nashua

On January 25, 2012, in full settlement of an ongoing Eminent Domain lawsnit filed by the
City of Nashua (“City”) and with the approval of the New Hampshire Public Utilities
Commission (“NHPUC™), the City acquired all of the outstanding shares of Pennichuck
Corporation (“Pennichuck™) and, thereby, indirect acquisition of its regulated subsidiaries.
The total amount of the acquisition was $150.6 million (“Acquisition Price”) of which
$138.4 million was for the purchase of the outstanding shares, $5.0 million for the
establishment of a Rate Stabilization Fund, $2.6 million for legal and due diligence costs,
$2.3 million for severance costs, $1.3 million for underwriting fees, and $1.0 million for
bond discount and issue costs. The entire purchase of $150.6 million was funded by General
Obligation Bonds (“Bonds”™) issued by the City of Nashua. Pennichuck is not a patty 1o the
Bonds and has not guaranteed nor is obligated in any manner for the repayment of the Bonds.
Pemmichuck remains an independent corporation with an independent Board of Directors with
the City of Nashua as its sole sharebolder.

Penmichuck Water Works, Inc. (PWW?), Pennichuck Fast Utility, Inc. (“PEU™), Pittsfield
Agqueduct Company, Ine. (“PAC™), Pennichuck Water Service Corporation, and The
Southwood Corporation will continue as subsidiaries of Pennichuck Corporation and PWW,
PEU and PAC will continue as regulated companies under the jurisdiction of the New
Hampshire Public Utilities Commission. The terms of the merger and the requisite
accounting and rate-sefting mechanisms were agreed to in the NHPUC Order 25,292 (“PUC
Order™) dated November 23, 2011

Transactions with Related Party — City of Nushua

Pennichuck issued a promissory note to the City of Nashua in the amount of approximately
§120 million to be repaid over a thirty (30) year pericd with monthly payments of
approximately $707.000, including interest at 5.75%. Pennichuck recorded an additional
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6 million as confributed capital, During 2012 dividends of

amount of approximately $30 i
approximately $210,000 were declared and paid to the City. The remaining outstanding
balance of the note payable to the City at December 31, 2012 was approximately

$117.9 million, as disclosed in Note 6 1o these consolidated fingmocial statements,

Rete Siabilization Fund — Restricted Cash
agreed to contribute $5,000,000 of the procceds

As a part of the acquisition, Pennichuck
from the settiement transaction to PWW, which was uscd to establish a Rate Stabilization

Fund (“RSF”), allowing for the maintenance of stable water utility rates and providing a
mechanism to ensure the Company’s continued ability to mcet its obligations under the
promissory note to the City, in the event of adverse revenue developments. Restricted cash
consists of amounts set aside in the RSF account, and is adjusted monthly as required in the

PUC Order.

Maunicipal Acquisition Fegulatory Asset (“MARAT)

Pursuant to the PUC Order, Pennichuck established 2 new Regulatory asset (MARA) which
represents the amount that the Acquisition Price exceeded the net book assets of
Pennichuck’s regulated subsidiaries (PWW, PEU, and PAC) at December 31, 2011 The
initial amount of the MARA was approximately $29 million for the regulated companies,
offset by a norn-regulated amount of approximately $4.8 million. The MARA is to be
amortized over a thirty (30) year period in the same manner as fhe principal amortization of
the note to the City. The balance in the MARA at December 31, 2012 was approximatcly
$88.1 million, reduced by the non-regulated credit of approximately $4.8 miflion.

Note § ~ Sale of Land

On January 24, 2012, Southwood sold a 38-acve parcel of undeveloped land for approx-
imately $2.2 million. The resulting net gain from this transaction of approximately
$1.6 million, is included in gain on sale of land on the accompanying consolidated statement

af income.

Note 9 — Subseguent Events

The Company has evaluated the events and transactions that have ocourred through March 4,
2012, the date that these financial statements were available for issuance, and noted no tems

requiring an adjustment 1o the financial statements or additional disclosure.





