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April17, 2015

Debra A. Howland
Executive Director
New Hampshire Public Utilities Commission
21 S. Fruit St., Suite 10
Concord, New Hampshire 03301

Re: DW 15-043, Pennichuck Water Works, Inc.
Water Infrastructure and Conservation Adjustment (WICA)
2015 Surcharge and 2015-17 Capital Projects
Recommendation for Approval

Dear Ms. Rowland:

On January 30, 2015, Pennichuck Water Works, Inc. (PWW), filed a petition for
certain approvals under its current WICA tariff provision. PWW’s WICA is a pilot
program originally authorized by Order 25,230 (June 9, 2011), in Docket No. DW 10
091. PWW’s petition seeks: (1) approval of a WICA surcharge of 1.91%, based on
completed, in-service, 2013 and 2014 projects; (2) approval of its proposed 2015 WICA
projects; and (3) preliminary approval of PWW’s 2016 WICA projects. A WICA project
list for construction in 2017 was also provided for informational purposes.
Accompanying the petition was the testimony of Donald L. Ware, Chief Operating
Officer of PWW. After review of the petition, discovery, and a technical session, Staff
recommends approval of a 2015 surcharge of 1.81% and a 2015 project list totaling an
estimated $5.2 million. Staff also recommends preliminary approval of the 2016 project
list as well as certain revisions to PWW’s WICA tariff. PWW and the Office of the
Consumer Advocate (OCA) concur with Staffs recommendations.

Following the company’s filing, Staff, the OCA and PWW agreed to an informal
procedural schedule for review of the filing. Staff and the OCA conducted discovery and
held a technical session on March 20, 2015. Staff also engaged the services of Douglas
W. Brogan, formerly a water and sewer engineer for the Commission, to review the
technical and engineering aspects of the filing. Mr. Brogan’s memorandum summarizing
his review and findings is attached to this letter.
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In addition, the Commission Audit Staff audited the actual costs of the completed 
2014 projects, which form the basis of the 2015 surcharge, and Mr. Jayson Laflamme, 
Senior Analyst in the Commission's Gas and Water Division, reviewed the financial 
aspects of the filing, including the calculation of the proposed 2015 surcharge, and the 
impacts of the proposed WICA spending in future years. Mr. Laflamme's memorandum, 
summarizing his review and providing explanation of the recommended 2015 surcharge 
of 1. 81 % is attached to this letter. 

The series of schedules attached to this letter details the calculation of the WI CA 
surcharge, the calculation of estimated future surcharge amounts based on budgeted 
spending, and presents the proposed WICA projects for 2015, 2016, and 2017. In 
addition, I attach PWW's responses to Staff data requests; the Final Audit Report on the 
completed 2014 projects; and the four existing PWW WICA tariff pages in red-line 
format, containing a number of proposed changes. 

Until 2014, the due date for PWW' s annual WICA filing had been December 31, 
with its proposed WICA surcharge to be effective for service rendered April 1. In Docket 
No. DW 13-358, PWW requested a filing date of January 31, with the surcharge to be 
effective May 1, on a service-rendered basis. The Commission approved this tariff 
change in its Order No. 25,661 dated May 5, 2014. In the instant filing, however, PWW 
seeks approval of its new WICA surcharge for effect on June 1, on a bills-rendered basis. 
The company asserts that this change will be less confusing for customers and more 
administratively efficient for the company, because it eliminates the need to pro-rate the 
new surcharge on customer bills. PWW also asserts that its effective-date proposal will 
not harm customers inasmuch as the company will not include service prior to May 1 on 
any bill issued on or after June 1. Staff agrees with the company's reasoning and 
recommends that the Commission approve this request. 

With respect to the other changes to the company's WICA tariff, the attached, 
red-lined tariff pages reflect a number of recommended changes. In addition to the 
change in the proposed effective date of the annual WICA surcharge, as discussed above, 
Staff, PWW, and the OCA recommend: (1) applying an updated property tax rate each 
year to all capital improvements undertaken in the WICA program years that make up the 
current surcharge (tariff page 49); (2) clarifying that accumulated depreciation is to be 
deducted from WICA plant investments in calculating the surcharge (tariff page 50); (3) 
codifying the requirement in Order No 25,661 that PWW files its annual filing no later 
than January 31 of each year (tariff page 50); (4) clarifying and enhancing the customer 
notice provision (tariff page 51); and (5) expanding the notice requirements for changes 
to the approved project list for the current year, such that PWW will report to the 
Commission and all parties four times during that program year (tariff page 51). Staff 
recommends that the Commission approve these tariff changes. 

With regard to the company's remaining requests for relief in this docket, based 
on its review, Staff recommends that the Commission approve a WICA surcharge of 
1.81 %, to be applied to all customer bills on a bills-rendered basis as of June 1, 2015. 
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Staff also recommends approval of the 2015 WICA project list and preliminary approval 
of the 2016 projects. 

The OCA authorized Staff to represent its position as follows: 

The WICA program enables the replacement of aging water infrastructure 
intended to improve and protect water quality and reliability to residents. As designed 
the WICA plan reduces rate shock and can lead to increased length between general base 
rate case filings. Based on the merits of the program, and based on the modest rate 
impact associated with WICA projects completed in 2014, the OCA supports the request. 

Thank you for your assistance. If there is anything further I can provide, please 
let me know. 

Sincerely, 

Mark A. Naylor 
Director, Gas & Water Division 

Attachments: 
PWW Responses to Staff Discovery 
March 27, 2015 Memo from D. Brogan 
April 10, 2015 Memo from J. Laflamme 
March 19, 2015 Audit Report of A. Leone 
Schedules (Attachments A and B) 
Red-lined WICA tariff pages 

cc: Docket-Related Service List 
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Rorie E. Patterson 
Staff Attorney 
New I lampshire Public Uti lities Commission 
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603 6lJ5.K542 
TGETZ't~DEVINl ·.MI U .IM E"J. 'OM 

Re: DW I 5-043 , Pcnnichuck Water Works. Inc. 
Petit ion for Approval of Water lnfrastruc.turc and Conservation Adjustment 
St{lff Data Req uests - Set I 

Dear Attorney Patterson: 

Attached are responses by Pcnnichuck Water Works. Inc. lo th l": first set of data 
requests by the Comm ission St{lff dated February 24 201 5 (#1 through 12) and dated 
March 2. 2015 (# 13). 

Please let me know if you have any questions. 

Very truly yours, 

c-:~ c~~-~--, ___ 
Thomas B. Getz \ 
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DW 15-043 
l'ENNICIIUCK WATER WORKS, INC. 

Pcnniehuck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTlJRE A~D CONSERVATION AD.JUSTMENT 

Date R equest lk ccivctl: February 24, 2015 
Request No. St~1ff 1-1 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

REQUEST: Re: Att achment C, Page 1 of2. 2015-2017 Net Plant Additions: 
a) Please explain why lhc 2015 WICA Investment of $5,181,247 is also being reduced by 

the accumulated depreciation on the 20 I 4 WICA Investment of $54,806. 
b) Please explain why the 2016 WICA Investment of SS,364,34 7 is also being reduced by 

the accumulated depreciation on the 20 14 WIC A Investment of $54,806 as well as the 
accumulated depreciation on the 201 5 WICA Investment of $83,687. 

c) Please explain why the 2017 WICA Investment of $4,483,24 7 is also being reduced by 
the accumulated depreciation on the 201 4 WICA Investment of $54,806, the 
accumulated depreciation on the 2015 W!CA Investment of $83 ,687, and the 
accumulateJ depreciation on the 2016 WICJ\ Investment of $86,544. 

RESPONSE: 
a) Each successive year of new WIC/\ surcharge is recluc 'd by: ( I) Yi year depreciation 

for plant additions in the year of the WICA fil ing; nnd (2) a full year depreciation for 
plant additions for all preceding years. 
This effecti vely results in the com:ct cumulative WICJ\ surcharge being applied for the 
cumulative net WICA plant additions. J\bscnt thi s. the cum ulative net plant add itions 
through the cml of 2015. taking. into consideration the surcharge already granted for 
2014 additions. would be uv1::rstatctl by the ongoing depreciation on those 2014 plant 
additions. The end result is that the WIC/\ surcharge being paiu by the customers 
reflects the asset value on the Company's books, through the end of 201 5. 
Please note that a revised Attachment C, Pages I and 2, WICA Surcharge Calculation, 
are attached. The changes to the revised Attachment are delineated in the data 
responses below. 

b) Same explanation as a) above, rolled forward to encompass the 201 6 year. 
c) Same explanation as a) above, rolled forward to encompass the 20 17 year. 



D\V 15-043 
PENNICHUCK WAT ER WORKS, INC. 

Pcnnichuck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE Al\'D CONSERVAT ION AD.JUSTMENT 

Date Request Rcccivccl: February 24, 2015 
Request No. Staff 1-2 

Date of Response: March 6, 2015 
Witness: .Donald L. Ware 

REQUEST: Re: Attachment C, Page 1 of 2, 2017 Net Plant Additions: 
It docs not appear that the amount for net plant additions fur 201 7 of $4,258,210 was reduced by 
the amount of accumulated depreciation on the 201 7 Additions of$36,223 . Please crify that the 
amount appearing on the schedule for 201 7 Net Plant Additions should instead be $4,221,987. 

RESPONSE: 
The correct 20 17 Net Plant Additions should be $4.229,7 13 . 
This amount reflects the inclusion of the 201 7 accumulated depreciation of $36,223, pointed out 
above. that was not included in th1: 2017 net plant additions in the original filings. 
This amount also rc!lects th · revision to the 2014 additions and the associated accumulated 
depreciation for the ?014 additions that is discussed in the Company's response to Staff 1-7 
below. 
A revised Attachment C, Page I of 2 and a revised Attachment B, page 1 of 4, is attached 
refl ecting these corrections. 
The net result of these correction is that the Company is seeking a 2014 WICA surcharge of 
1.1 0% instead of the 201 4 WICA surcharge of 1.26% as requested in the original testimony. 

2 



DW 15-043 
PENNICHUCK WATER WORKS, INC. 

Penniehuck \Yater Wor ks' Responses to 
Staff Da ta Requests - Set 1 

WATER INFRASTRUCTURE AND CO NSERVATION AD.JUSTM F:NT 

Date Request Received: February 24, 2015 
Req uest No. Staff 1-3 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

REQUEST: Re: Attachment C, Page 1 of2 , Calculation of Pre Tax Ra te of Return (Based 
on DW 13-130): 

a) The Company' s schedule indicates that the weighted cost component for debt is 
5.94%. However, Tab 12, Schedule lofthe Company's fil ing in OW 13-1 30 
indicates that the weighted cost component for debt is 5.59%. Please explain. 

b) The Company·s schedule indicates that the weighted cost component for equity is 
0.00%. However. 'lab 12. Schedule 1 of the Company' s fil ing in DW 13-130 
indicates that the weighted cost component fo r equity is 0.35%. Please explain. 

c) Based on Tab 17 of the Company's fi ling in OW 13- 130, please explain how the tax 
multiplier for equity of l .681 was derived. 

RESPO~SE : 
a) The term "weighted cost" on /\ttachment . Page 1 of 2 has been changed to 

"Component Cost Rate'· to re flect the Company 's weighted cost of debt in DW 1 ~ - 13 0 

of S.94%. 
The 5.59% '·Average ost Rate'· was the cost o f debt componen t o f lhc ompany' s 
Capital structure in the OW 13-130 fi ling. 
The 5.59% figure was calculalcd by multiplying the Company' s Component Cost 
Rate for debt of 5.94% by the percentage of the Company's capital strncture that was 
debt. or 94.04%. 

b) Since the Company is fundin g all of the WICA projects wi th debt. it has calculated 
its allowed Rate of Return for the WICA surcharges based upon a capital structure 
consisting of 100% debt, having a component cost rate of 5.94%, and 0% equi ty 
resulting in an overall allowed Rate of Return of 5. 94%. 
The Company believes that the correct approach to the WICA fil ing is to apply the 
last-approved Rate of Return (determined in OW 13-130) of 5.94% based on the 
capital structure at the time of the DW 13-130 filing. Coincidentally, the average 
Component Cost Rate of debt of 5.94% found in OW 13-130 is the same as the Rate 
of Return of 5.94% allowed in OW 13-130. 
Attachment C, Page 1 of 2 has been changed to reflect the OW 13-130 approved 
Capital Structure resulting in a pretax ROR of 6.17% for the WICA Inve. tmcnts 
which nets to an after -tax Rate of Return of 5.94%. 

3 



c) The 1.681 should be l .656. 
The 1.656 tax gross up is necessary to offset the impact of Federal and State income 
taxes on the equity component of the Company's WICA investments. 
It is determined by dividing: (a) the Company's net after tax income, reflecting an 
effective combi ned Federal and State income tax rate of 39.61 % (which results in an 
after tax yield of 60.39%) into (b) I (0 .6039/1 ""' 1.656). 
Attachment C. Page 1 of 2 has been changed to reflect the correct tax multiplier. 

4 



DW 15-043 
PENNICllUCK WATER WORKS, INC. 

Pennichuck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION AD.JUSTMENT 

Date Request l~ccei\'ed : February 24, 2015 
Req uest No. Staff 1-4 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

lH~QUF.ST: Re: Attachment C, Page 2 of 2, Note 1: Pkase ex plai n the statement, "J\ctual 
retirement for Services will be p resented with th · complct~d surcharge fil ing ... 

RESPONSE : ;\ detai led ana lysis of each service replaced during 201 4 needs to be completed to 
assess if the rep laced serv ices were fu lly depreciated or if they had any remaini ng li fe that needs 
to be retired . A s a general matter. there may not be suffic ient t ime to complete year-end service­
by-servil.:e analyses prior to a January 31 filing. The Company' s intention in this instance was to 
update, or complete. the surcharge filing as part of the discovery process as the depreciation 
info rmation became available. The service-by-service analysis for the 28 services replaced in 
20 14 will be available by March ::w, 201 5. 

5 



DW 15-043 
l'ENNICHUCK WATER WORKS, INC. 

Pennichuck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION ADJUSTMENT 

Date Request Received: February 2-J, 2015 
Request No. Staff 1-5 

Date of Response: March 6, 201 S 
\ Vitncss: Donald L. Ware 

REQUEST : Re: Attachment C, Page 2 of 2, Property Tax Expense: Please explain why the 
WIC/\ Jnvestmc u s fo r 201 4 - 201 7 arl! nut n;Juced by a1.:cumulat1,;d depreciation in the 
determi nation of the n .:spcctivc property tax expenses. 

RESPONSE: 
Both State and Local property taxes arc assessed based on a fair market assessment. 
The State utilized a 90% ''Cost' ' and 10% '·Income" appraisal methodology in determining fair 
market value. Reducing the W ICA investment property tax expense by the accumulated 
deprec iation wo uld n:sult in the Company under collecting the property tax expense because the 
"'Cost"' approach to valuation utilizes the cost basis of value as the current n .:place1rn.:nt cost less 
fun ctional deprec iation . 
Inasmuch as the replacement cost of an asset increases each year by in fl ation, and functional 
depreciation typically is less than regulatory depreciation, the ne t result is that property taxes 
assessed are typically greater than the properly taxes calculated which use installed book value 
times the State and Local property tax rates. 

6 



DW 15-043 
PENNICHUCK W ATF:R WORKS, INC. 

Pennichuck Water W orks' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE A~D CONSERVATION AD.JUSTMENT 

Date Request Received: Februa ry 24, 2015 
Request No. Sta ff t -6 

Date of Response : March 6, 2015 
Witness : Donald L. Ware 

REQ UEST: Re: Attachment B, page 1 of 4, 2014 WICA Water Main Project Status: 
For the most part. the lengths in the column. ··J>RO.I LCTED Lr:NGTJI /\S OF END OF 2014 
(Fl: ET)" arc the same as those projc<.:tcd in June 2014. Please comment on the ex tent to which 
the ·end of 201 4 ' lengths ar li nal project lengths. 

RESPONSE: 

The lengths listed in the "PROJ ECT ED LENGTH AS Of END OF 201 4 (FEET)'" are the tinal 
pr jcct lengths for the 201 4 WIC/\ eligible projects. 

7 



DW 15-043 
PENNICHUCK WATER WORKS, INC. 

Pennichuck \Vater Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION ADJUSTMENT 

ll:1tc Request H. ccci\'cd: Febru ary 24, 2015 
Request No. Staff 1-7 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

REQUEST: Re: Attachment B, page 1 of 4, 2014 WICA W ater Main Project Status: 
Regardi ng the two Raldwin Street projects · 

a) Docs the company agree the lengths projected in June were 100 and 1,198 feet, 
respectively? 

b) Is the route change noted in the ' 'EXPLANATION" column the primary reason for 
the increased length of the overall project? 

c) Are the route change and higher railroad fees the primary reasons for the increased 
cost of the overal l project? 

d) Tht: cost of the Bridge/RR Cro~sing portion of the project im:n;aseJ by 363%. Please 
elaborate on the note that "The original Apportioning of the % of the total estimated 
costs for n aldwi n St was incorrect". 

e) Please explain the last clause of footnote 5 (" .. . but the combined project costs are 
shown on one line"). 

RESPONSE : 
a) Yes. 
b) Yes . 
c) Yes . 
d) There was an error on Attachment B, Page lof 4 in regards to this project. The 

proposed project cost total for the 13aldwi n Street water main and the Baldwin Street 
Railroad crossing project sh uld have been shown on one line. The combined 
Baldwin Street and Baldwin St - Bridge/Railroad Crossing project final cost was 
$389.04 1 (subject to audit) vs. the original combined project cost estimate of 
$364,000. The primary differences for the cost increase were as follows: 

1. The original intent was to cross the railroad by attaching the new water main 
to the nevv Baldwin Street Bridge. This was not possible due to Federal 
Highway Funding limitations (money provided to the City for the Broad 
Street Parkway put the project under the jurisdiction of f ederal Highway 
Funding). As a result, the Company 's only option to cross the railroad was 
via a j acked crossing where a carrier sleeve was jacked under the railroad 
right of way and the tran ·mission water main was pushed through the carrier 
sleeve. 

8 



11. The location of the sleeve under the railroad had to be located away from the 
bridge construction zone which required addi tional water main ( 1,620 LF vs. 
the original estimate of 1.198 LF) or about 35% more water main . The 
addi tional footage of water main, in conjunction with the need to acquire 
easements and to install the water main down and up steep slopes to and from 
the Railroad Right of Way, resulted in the fi nal cost of this project exceeding 
the init ial project estimate. 

c) The footnote is correct. Please see the explanation for the footnote in d) above. 

A rcvis d Attachment 13, page 1 of 4, 2014 WICA Main Project Status is attached to th is 
data request reflecting the correct 2014 project cost for the Baldwin Street project. 

9 



DW 15-043 
PENNICHUCK WATER WORKS, INC. 

Pennichuck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION AD.J USTMENT 

Date Req uest Rcccinu: .February 24, 2015 
Re<1ucst No. Staff 1-8 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

REQUEST: Re: Attachment B, page 1 of 4, 2014 WICA Water M ain Project Status: 
The Mack I !ill Road project in Amherst has been variously identified as Main Street and 
Manchester Rom!. Is the associatcu bridge crossing over Beaver Brook'? If not, please indicate 
the location. 

RESPONSE : 
This proj ect has had vari ous names. The project is indeed along Mack Hill Road and involves 
the bridge crossing Beaver Brook as identified in the data request. 

10 



DW 15-043 
PENNICJIUCK WATKR WORKS, INC. 

Pcnnichuck Water Works' Responses to 
Staff Data Requests - Set I 

WATER INFRASTRUCTURE AND CONSERVATION ADJUSTMENT 

Date Request Rcccivcc.J: February 24, 2015 
Req uest No. Sta ff 1-9 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

H.EQUEST : Re: Attachment B, page 1of 4, 2014 WI A \Yater Main Project Status: 
All of the projects listed as '·Used and Usefu l"' instead of '·Complet "in the "EXP LA.NATION .. 
column anticipate final paviug in 2015, with the t:xccption or Broad Street. Please comment on 
the status of the IJroad Street project in that regard. 

IU:SPONSE: 
There is no paving that needs to be completed for thi s project. The reason the project is not 
complete is that a section of sewer main that is located over the new water main on Broad Street 
must be replaced with ductile iron in order to comply with NI IDES regulations regarding the 
installation uf scwcr mai ns over water mains. !'he section of sewer main that needs to be 
replaced will be replaced this spring and that will complete this project. The Company does not 
intend on including the cost of the sewer main replacement as part of the 2015 WICA project 
filing. 

1 I 



DW 15-043 
PENJ\"ICllU C K WATb:R WORKS, INC. 

Pcnnichu ck Water Works' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION AD.JUSTMENT 

Date Request Received : February 24, 201 5 
Request No. Staff 1-10 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

REQUEST: Re: Attachment B, page 1of 4, 2014 WICA Water Main Project Status: 
Tht: thret: highest cust per foot projects were: 

a) Baldwin St - Bridge/RR Crossing ($2,21 O/foot) 
h) Broad Street ($717 /foot) 
c) Cross Street ($399/foot, including final paving estimate) 

Please comment on any reasons for these higher costs to the extent not already noted in the 
··EXPLANATION'' column. 

IU:SPONSE: 
a) Please sec the ex planation of the cost drivers for Lhi!-1 project in lhc response lo Staff 

1-7 
b) r he instal lation of this water main required many changes in the water main elevation 

and location in order to work around existing and proposed sewer and storm drain 
work fo r the Broad Street Parkway. Additionally, Broad Street is a high traffic area 
so work was required to be perfo rmed at night rather than during the day, incurring 
higher labor costs fo r th is project. The high traffic area also requi red that the trench 
be temporarily paved at the end of each work day. Please note the explanation 
column of Attachment B. page 1 of 4 . 

c) The ledge was extremely expensivt: to rt:muve as it hatl to be removed using a 
hydraul ic jackhammer instead of via blasting. It was necessary to remove the ledge 
in this fash ion due to the proximity of other utilities (gas/sewer/storm drain) that 
would have been damaged by conventio nal blasting. Addit ionally, the proximity and 
age of buildings along Cross Street also precluded the use or conventional blasting to 
remove the ledge. Please note the e. ·planation column of Attachment B, page 1 of 4. 

12 



DW 15-0..t3 
PENNICIIUCK WATER WORKS, INC. 

Pcnnichuck Wa ter W orks ' Res ponses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCT URE AND CONSERVATIO~ AD.JUSTMENT 

Hate Req uest R<'cci\'ed: February 24, 2015 
R cc1ucst No. Staff 1-11 

Date of Response: March 6, 2015 
Witness: Donald L. Ware 

llEQIJ EST: Re: Attachment B, page 1 of 4, 201 4 WICA Water Main Project Status: 
Regarding the Fairmount Street project to be completed in 2015. was the $9, 154 cxpentle<l in 
2014 for work that is not yet used and useful ? Pkasc explain . 

RESPONSE: 
Y cs. The $9, 154 was expended for desi gn engineering and for surface restoration of an 
casement where water main for this project was installed in the fall of 201 4 . The installed waler 
main will not be complctc<l until 2015 and was not used and uscf ul at the end of 2014. 

13 



D\V 15-043 
PENNICIIUCK \VAT I£R W ORKS, INC. 

Pennichuck W ater W orks' Responses to 
Staff Data Requests - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION ADJUSTMENT 

Date Request Received: February 24, 2015 
Request No. Staff 1-12 

Da te of Response: March 6, 2015 
' Vitncss: Donald L. Ware 

REQUEST: Re: Attachment B, page 2 of 4, Proposed 201 S WICA W ater Main Projects: 
Regan.ling lhc ·'Allds Street (Main to I !arbor), parallel s 12" A-C below" project, please indicate 
the reason for the $ 123 .000 cost !"or a main that will apparent ly be abandoned and not replaced. 

RESPONSE: 
All of the services, hydrants and side streets along Allds Street arc connected to the existing 
unlined 8"' cast iron water main. The $1 23,000 is the cost associated with tying the services, 
hydrants and side streets over from the xisting 8'" water main to the new 16" water main 
proposed for Allds Street. 

14 



nw t S-043 
PENNICllUCK WATER WORKS, INC. 

Pennichuck Water Works' Responses to 
Staff Data Hcqucsts - Set 1 

WATER INFRASTRUCTURE AND CONSERVATION AD.JUSTMENT 

Date Request Received: March 2, 201 5 
Rc,1ucst No. Staff 1-13 

Date of Response: :vtarch 6, 2015 
Witness: Donald L. Ware 

REQUEST: Please indicate why SRF fundin g was declined for the proposed 201 S water main 
replacement work (set: Atlachmcnl J\ lo lcsti muny of Lairy Goodhue in PWW SRF docket DW 
15-046). 

RESPONSE: As noted in the .J anuary 28, 20 15 letter from DES referred to above, the Company 
declined $3.4 mill ion in SRF funding for "Distribution Main Replacement 20 15.'' These projects 
had earlier been included as part of petition filed by the Company in May, 2014, docketed as 
OW 14-130, which sought approval to issue $54.5 million in debt, of which $19.5 million was 
intemfo<l for capital projects in 2014, 201 5. and 2016. DES notified the Company of its 
eligibility for SIU: funding for the 2015 projccb in September 20 14. Because the financing 
proceeding was so far advanced at the time of the DES notification. thL: Company determined 
that it was reasonable to continue on that financing path. The Commission issued Order No. 
25,734. on r-.:ovembcr 7. 2014. approvi ng the Company" s fi nanc ing petition. The Company 
closed on the $19.5 million of bond financing for the capital projects on December 15, 2014. 
Inasmuch as the bonds were issued to the public in their totality in December 2014, the Company 
has already begun incurring the costs related Lo the repayment and debt service of these bonds. 
The Company believed it would be imprudent to incur an additional layer of debt. through the 
SIU', related to projects for which bonded proceeds were already intended. 

15 
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PENNICHUCK WATER WORKS , INC Attachment \, 
WICA S11rc~arge Calculaticn Page 1 of 2 

DW 15·043 
Revised 2!2512015 

Actuals /\ctL.als Projections 

lQL.l 2J·t• 20 1~ 2016 2017 
t'lant Additions s ;; sea gs1. s s . re 1,24 7 $ ~.364,3 '- 7 s 4 483 247 
~ccumula ted DepreciaticJ.1.£.Q!.. 
2014 /\dd1t.one :s (23. 540; $ (47 ,079) s (47,079) ('7 079) 
2 01 5 Additions $ (41 843) s (83 ,687) (83 687) 
2016 Additions s (43 272) (86 544 / 
2 01 i /\ddlllons s (36 2231 
Net Pia l Add1110ns $ ? 867,444 s 5,!:92.324 s 5, 190,30 9 s 4 .229,71 3 

re Tax Rate of Return E. 17',t, 61 7 % 6 1 7% 6 17% 
R..:vcni.e Recuirement s 176,871 $ 314,1 08 $ 320. ·52 260,90C 

Depree n tion s t.7 079 s 83G07 $ 86 ,5~4 s 72,1. 47 
t'roperty I axes s Sl ,439 $ 1t.5 955 $ 151.1 14 s 126,294 

Ove1all Reven" e Reouircment s 3J5 390 $ 543 749 s 551a10 459 640 
Cumulative Reve:iue Reauirement s 1 ~ 1. 1 5 s 486 540 $ 1 030 ?90 $ 1.588 100 2.047 7d0 

Water Reve'1ues per DW • 3- · 30 77 689.214 

Overall Revenue Surcharge Amount (1) o.s1•.1. 1 10'/o 1.96% 2.01% 1.66% 

Cumulative Revenue Surcharge Amount O.G7% 1.76% 372% 5 7 % 7.40°/, 

Calculation of Pre Tax Rate of Return (Based on OW 13-130) 
Percenl!!Q~ of 

Ca....Q1lal Structure !:;omQor ent !;;est T~x Mu1t1121e1 Pie Tax Co~ 
Debt 94 .04% 5 q4 '/c 1 000 5 59% 

Equity 5.95% 5 !.lOOfc 1 656 C S8% 
100 00% G 17'/o 

Customer Impact 
518 inch Meler Charge s 20.34 $ 20.34 s 20.34 $ 20.34 

Volumetric Chariie $ 3 ~ J $ 3.30 $ 3 20 $ 3.30 
Average Single Famrly Rasident1al Usage (CCI-) 76 7 86 7.88 7 88 

Monthly Usage s 26 00 $ 2600 $ 26.00 s 26 00 
Total Manin Charge s '-G 34 $ 46 34 s 46 34 $ l 6 :14 

Monthly Impact of Surcharge $ 0.31 $ 0.S1 s 0 .91 $ 0.93 $ 0.77 

Cumulative Monthly Impact of Surcharge s 0 .31 s 0.81 s 1.72 $ Z.66 $ 3.43 

Not : 

(1) The WB WIU. su•ctiarge, appr ow d on OrdFr 7•,,r,r:11ow 13-358) was based on water revenu!S '"'"' pn:ll 1a1e fi ing ,ow lO·O<Jll. 
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PENNICHUCK WAfE:R WORKS. INC. 
1/\llCA Surcharge Colculat1on 

OW 15-XXX 

ln11estment Depreciation Expense 

N;:t i Depreciation Deprec.at1on 

Attachment C 
Page 2 of2 

Property Tax Expi:mse 

Property Tax 
lnvc stmert Retirom nt ' lnvestnent ! Rate2 

xpense ~~~~~~~~~~~~~~~~~~~~~~~~~~~_M_l '~R_a_te_3~~-E_xRense 
Mains ji 2 /t.2.3 i 5 s $2, 752,315 ! 1 60"/.: $ 44 .037 
Co'1tingency $ $ $ 1 60°/-. 

' 
$ 

Favmg $ s $ i 1 U% $ 
Hyd·a nlG s 33 36\"; $ s; ~ '.l .inq I 7 24% $ ?47 
I Services $ 82 444 $ $ 8?,444 ! 2 34% $ 1.929 
Valves $ 22 855 $ $ 2~.ess i 60% $ 36b 
lotal $ 2,89J 984 $ $2,89C,S84 : $ 47,079 

2015 l n11cstment i Depreciation Expense 

' 
Net j Deprec1alion Oepre c1at1on 

I nvestrient Ketirement ' 
I 

Rat:/ Expense lnvestmem : 
M~ns $ 4 ,503,600 $ $4 .503 600 I 1.60% s 72 058 
Cortingency $ 450,360 $ $ 450, 360 i 1 60% s 7,206 
Paving $ 77 522 $ $ 77 ,522 i 1 57% $ 1,217 
Hydrants $ 27 808 $ $ 27 ,808 ! 2.24% $ 623 
Services $ tso 388 $ 85 ,388 j 2 34% $ 1,908 
Valves $ 36.569 $ $ 36 ,569 ! 1 50% $ 585 
Total $ 5.1 81 .247 $ $5 181,247: $ 83,687 

2016 Investment 
I 

Doproc iallon Expense ' 
I ' 

Net l Depracia t1on 
i 

Depreciation ! 
Investment Relnclilent1 Investment i Ra:el Exocrse I 

rJ1 a1ns $ 4 76<: .000 $ $4.754,000 ! •. 60% $ 76 ,224 : 
Continge,cy $ 476.40:J $ $ 476.400 l 1.60~~1 $ 1622 I 
Hydrants $ 33.369 $ $ 33,369 i 2.24% $ 747 1 
Se1 v1ces $ 67 722 $ $ 67 722 i 234% $ 1 585 
'Jalves $ 22.855 $ s 22_.e s5 j 1.6J% $ 3C6 I 

Total $ 5.3G4,347 s $5,364.347 _l $ 56.544 1 

2017 Investment ' 
' Depreciation Expense 
. ' 

Net ' Depreciation Depreciation ! 
Investment Reti rement' tnvP.stment : Rate2 Ex~ense ! 

Mains s 3.963.000 $ $ 3.963 000 1.60% $ 63,408 i 
Contingency s 396 ,300 $ $ 396.300 ; 1.60% $ c.341 ! 
Hydrants s 33,369 s $ 33 369 i 2.24% $ 141 I 
Services s 67,722 $ $ 67.722 i 234% $ 1,585 ! 
Valves s 22,855 $ $ 22,85!: j 1 60% $ 366: 
Tota l $ 4.483,247 $ $4 .483.247 : $ 72 ,447: 

Notes 
t. Ma111 s asil5!t:!l cu~ fJly cJt.;pru.,..oted AGtual rct rcrrcn~ r0< Scrv1c0£ w1I b~ orofO"'l r><t w1l t-. IP"I" c~mpkJted surr-J\.:arJr fil1ttc 

2 P.s f 1-t1 rl ll.l llep c::1alion 5l'Jd/ In OW 06 073 -..t•hz1r9 compo~1to rnto 

3 Uds~J J11 Nas.rua 1014 µ101Fry rata of 52 ' 57 4nd ~:1 1 0 r:J :O o1 $6,6C 

28. 17 s 77 ,533 
28 17 s 
28 .17 s 
2!!.1 { s 
28 17 s 
28.17 s 

s 

94G 
2,322 

644 
81 ,439 

Property Tax E11pense 

Mil Ro:e3 
Property rax 

[ xpense 

28.17 $ 126.866 
28.17 $ 12 687 
28.17 $ 2 .184 
28 17 $ 783 
28 17 $ 2 405 
28 17 $ 1.030 

$ 145,955 

Property To Exponu 

Property Tax 
Mil Rate3 

Ex~ense 

28.17 $ 134,202 
2817 $ 13,420 
28.17 $ 940 
2817 $ 1,908 
28. 17 $ 644 

$ ~ 5 1 114 

Property Tax Expense 

Mil Rate3 
P1operty Tax 

Expense 
28.; 7 $ 111,638 
28.17 $ 11, 164 
28 17 $ 940 
28.17 $ 1,908 
28.17 $ 644 

$ 126,294 



STATE OF NEW HAMPSHIRE 
Inter-Department Communication 

DATE: 
AT (OFFICE): 

FROM: Douglas W. Brogan 

SUBJECT: DW 15-043, Pennichuck Water Works, Inc. 
2015 WICA Adjustment Filing 

TO: Mark A. Naylor 
Director, Gas & Water Division 

March 27, 2015 
NHPUC 

This memo is being submitted at your request to provide observations and recommendations in 
relation to docket DW 15-043, the 2015 WICA adjustment filing of Pennichuck Water Works, 
Inc. (Pennichuck or company). As the former Division water/sewer engineer, I am acquainted 
with Pennichuck's water system and its WICA pilot program. I also filed recommendations as a 
consultant to the Commission in the company's previous WICA docket, DW 13-358. In the 
current docket the company is seeking approval of a WICA surcharge for projects completed in 
2014, approval of projects proposed for 2015, and preliminary approval of 2016 projects. My 
review is limited primarily to the engineering and operational aspects of the current filing and is 
based on review of the filing itself, case discovery, and participation in a technical session on 
March 20, 2015. My comments focus in particular on the water main project listings in 
Attachment B, pages 1through4, of Mr. Ware's testimony, as updated for the technical session. 

2014 Projects 

Final costs of a number of 2014 projects came in above their respective estimates from DW 13-
358, while others came in below. This was due to the fact that estimates were done on a pre­
design basis, and to either favorable or unfavorable conditions encountered during construction. 
The company provided explanations on Attachment B and elsewhere for the more significant 
variances from those estimates, as well as for two projects with a particularly high installed cost 
per foot (Broad Street and Cross Street, see response to Staff 1-10). The total cost for all water 
main projects completed in 2014, including anticipated amounts for associated paving to be 
completed in 2015, exceeded DW 13-358 estimates by 29%. The company has affirmed that the 
projects completed in 2014 and proposed for inclusion in its WICA surcharge are used and 
useful. These include valve, service and hydrant replacements in addition to the water main 
work. 

The company provided an update in June 2014 to its filing in DW 13-358, indicating changes to 
the 2014 project listing resulting from sewer and storm drain project changes by the City of 
Nashua and Town of Amherst. Five of the 19 projects proposed for completion in 2014 on the 



revised list were not completed by year end, again solely as a result of coordination with City 
and Town activity. While no separate notice was provided to the Commission, the company 
learned of City and Town decisions to delay the five projects no earlier than November 2014. 
The company's WICA filing deadline under the current tariff is the end of January. The 
company has proposed quarterly updates as a means of keeping the Commission better apprised 
of such changes. 

2015 - 2017 Projects 

In the company's two previous WICA dockets, 'year 1' lists consisted entirely of projects 
coordinated with City and Town sewer, road and storm drain projects.1 However, the 'year 1' 
project list (2015) in the instant docket consists of 30 percent projects involving City/Town 
coordination and 70 percent projects proposed by Pennichuck for other reasons. This is a 
significant change and is the result of two factors. First, Penni chuck reports the City is doing 
substantially less sewer work this year due to a focus on capital needs at its wastewater treatment 
facility. More importantly, Pennichuck is proposing to spend significantly more money on its 
WICA program beginning this year, as the table below shows. (Figures are in millions of dollars 
for WICA main replacements only. Proposed amounts are shown for future years at time of 
filing, actual amounts for completed years.) 

DW 12-359 DW 13-358 DW 15-043 

2013 2.6 1.9 
2014 1.5 2.9 2.7 
2015 1.8 2.0 4.5 
2016 2.0 4.8 
2017 4.0 

In DW 13-358, Pennichuck had anticipated a significant increase in WICA spending once its 
asset management system was complete. That system is expected to provide a more detailed and 
scientific basis for replacement planning. However, the availability of that system for WICA 
planning purposes is still several years out, and Pennichuck is beginning to ramp up its WICA 
spending now to a level it anticipates will be needed to stay ahead of overall replacement needs 
in its core system, where a portion of mains still date from the 1800's. 

As main replacements comprise by far the largest component of WICA spending, it may be 
important for the Commission to be aware it is being asked to approve higher spending levels 
overall. The impact of these higher levels will be to bring future WICA surcharges nearly to the 
maximum 2 percent per year allowed by the tariff. This is not necessarily a bad thing, as goals 
of the WI CA program include fostering replacement of aging infrastructure and increasing 
system reliability; and Pennichuck is, I believe, attempting to act responsibly in this regard. 

Of the 27 projects proposed for 2015, five involve coordination with City projects and three with 
those of the Town. Non-City/Town projects fall into several groupings consisting of a primary 

1 The impact of various timing issues on future year lists, resulting from such coordination, was discussed 
at length in DW 13-358. 
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street and associated side or nearby streets, all in Nashua. These groupings, discussed in Mr. 
Ware's testimony at pages 9-10 and shown below, have displaced some of the other projects on 
the 2015 list preliminarily approved in DW 13-358: 

Lovell Street (14 projects). The developer of a senior housing project is willing to 
contribute a portion of the cost for early water main upgrades to provide needed fire 
flows to the development. Other drivers for these replacements include the type of 
building structures in the area and water quality concerns. While most of the adjacent 
streets were on the 2015 list preliminarily approved in DW 13-358, Lovell Street itself 
did not appear until the 2016 list in that docket. 

Allds Street (4 projects). This street experienced a large water main break in 2014. As 
noted in Mr. Ware's testimony, the "criticality of this water main, the high potential for 
damage as the result of a failure, and the high impact of a break pushed this water main to 
the top of the Company's WICA replacement plan projects." (p. 10, 11. 13-16) A 
significant portion of Allds Street itself had appeared on the 2016 list in DW 13-358. 

Coburn Woods (1 project each year for 5 to 7 years beginning 2015). The overall project 
involves replacement of 4600 feet of failing 2-inch polybutylene main and 1-inch 
polybutylene services installed in 1969 to serve some 230 condominium units in the 
development. 

Conclusion 

The company's 2014 projects appear to have been completed prudently, and its proposed 2015 -
2017 projects appear reasonable. As such, I support approval of the Company's petition. The 
additional year 1 reporting proposed by the company will help keep the Commission apprised of 
changes to that project list as the year progresses. 

I trust these comments are responsive to your request. Please let me know if you need anything 
further in this regard. 

3 



STATE OF NEW HAMPSHIRE 
Inter-Department Communication 

DATE: 
AT (OFFICE): 

April 10, 2015 
NHPUC 

FROM: Jayson P. Laflamme, Utility Analyst, Gas-Water Division 

SUBJECT: DW 15-043, Pennichuck Water Works, Inc. 
2015 Water Infrastructure and Conservation Adjustment Filing 

TO: Mark A. Naylor 
Director, Gas-Water Division 

This memo is being submitted at your request to summarize my review of Docket DW 15-043, 
the petition of Pennichuck Water Works, Inc. (PWW), relative to its 2015 Water Infrastructure 
and Conservation Adjustment (WICA) filing. PWW's petition requests approval of a WICA 
surcharge for effect as of June 1, 2015, on a bills-rendered basis, as well as final approval of 
proposed projects for 2015 to be eligible for recovery through the WICA surcharge mechanism, 
and preliminary approval of proposed projects for 2016. The 2017 proposed projects were 
provided by PWW for informational purposes, only. PWW' s petition was accompanied by the 
direct testimony of Donald L. Ware, Chief Operating Officer, which presented the calculation of 
a proposed cumulative WICA surcharge for 2015of1.91 %. 

My review focused primarily on PWW's calculation of the proposed WICA surcharge. My 
review included the gathering and analysis of additional information from PWW, through formal 
and informal data requests. A copy of PWW's responses to Staff data requests is attached to this 
recommendation. 

Through the responses to Staff's data requests, PWW reduced its cumulative surcharge request to 
1.76%. See PWW's Responses to Staff Data Requests 1-1, 1-2, 1-3, and 1-7. The Commission's 
Audit Staff examined the final, actual costs of PWW's 2014 WICA projects. The Audit Staffs 
recommendations have been incorporated into my conclusions contained in this memo. A copy 
of the Final Audit Report dated March 19, 2015 is also attached to this recommendation. 

On March 20, 2015, PWW, the Office of Consumer Advocate and Staff participated in a 
technical session, during which certain changes to the WICA surcharge calculation were 
discussed. The end result of those discussions is a proposed cumulative WICA surcharge for 
2015 of 1. 81 %, see Attachments A and B to this recommendation. PWW agrees with the revised 
calculation as well as the resulting cumulative WICA surcharge. The attached schedules also 
reflect the Staff and PWW' s present understanding of the projected WI CA surcharges for 2016 
through 2018. A brief explanation of the Staff and PWW's 2015 WICA calculation follows. 

The proposed WICA surcharge for 2015 is illustrated on Attachment A, Schedule 2a. It is based 
on a gross WICA investment of $4,832, 794. This amount includes $1,960,879 of eligible WICA 
investment assets placed into service during the 2013 project year, which were reviewed by Staff 
as part of PWW's 2014 WICA filing in Docket DW 13-358. The gross WICA investment by 
PWW during 2014 was $2,871,915. This amount has been verified by the Audit Staff and is 
$501,969 less than the gross investment originally proposed by PWW in its petition. The 



majority of this difference, or $480,406, was the result of an error as explained in PWW's 
response to Staff Data Request 1-7. Also, the Final Audit Report recommended a further 
elimination of $19,069 in 2014 project costs. The balance of the difference, or $2,494, is the 
result of other miscellaneous adjustments made by PWW subsequent to its initial filing. 

The gross WICA investment of $4,832, 794 is reduced by $65,673 in accumulated depreciation to 
derive a net plant in service amount of $4,767,121. The total accumulated depreciation amount 
is comprised of $44,616 in accumulated depreciation on PWW's 2013 WICA investments and 
$21 057 in accumulated depreciation on its 2014 WICA investments. In contrast, the WICA 
surcharge calculation contained in PWW' s original filing did not recognize any accumulated 
depreciation on the 2013 investment. 

To derive PWW's calculated return on investment on its combined net WICA plant in service for 
2013 and 2014, a pre-tax rate of return of 6.17% has been applied. This is based upon the rate of 
return proposed by PWW in its last full rate case, Docket DW 13-130. Although the 
Commission's order in that docket did not include express approval of a rate of return, 1 Staff and 
PWW agree that 6.17% is an accurate reflection of PWW' s current cost of capital, especially 
considering the circumstances of the City of Nashua's indirect ownership of PWW.2 Application 
of the 6.17% rate of return to the $4,767,121 net plant in service results in a pre-tax return on 
investment of $294,050. 

As the WICA also provides for recovery of certain related operating expenses, a recoverable 
property tax expense in the amount of$134,290 is included in Staff and PWW's calculation. 
This amount is based on a combined property tax rate comprised of the City of Nashua's most 
recent municipal tax rate for 2014, of$21.57, and the State Utility Property Tax rate of $6.60. 
The combined rate of $28.17 has been applied to the net plant in service amount of $4,767,121 to 
derive the recoverable property tax expense of $134,290. Two items should be noted with regard 
to the calculation of the property tax portion of the WICA surcharge. First, Staff and PWW have 
agreed that the plant amount upon which the property tax rate is applied should reflect the 
current accumulated depreciation associated with the WICA plant placed in service during both 
2013 and 2014. Second, Staff and PWW agreed that the calculation of the property tax portion 
of the WICA surcharge should annually reflect the application of the most recent municipal 
property tax rate to the total net plant in service, including all prior years' investments. 

The second operating expense for which PWW is allowed recovery under the WICA is the 
annual depreciation expense on the net plant investment. The annual depreciation expense on 
the 2013 and 2014 net plant investment is $29,744 and $42,114, respectively, for a combined 
depreciation expense recovery amount of $71,858. See Schedule 1 of Attachment A. Please 
note that Staff and PWW agreed that the WICA gross investment should be reduced by both a 
cost of removal component as well as relevant plant retirements before applying the depreciation 
rates to derive depreciation expense. The depreciation rates applied are based on PWW's last­
approved depreciation study, in Docket DW 06-073. 

The pre-tax rate of return of $294,050, the property tax expense of $134,290, and the annual 
depreciation expense of $71,858 have been combined to derive a cumulative WICA revenue 
requirement for 2015 of $500,198. That amount reflects a $319,047 increase over the 2014 

1 In DW 13-130, the Commission approved a settlement agreement recommending existing rates as pennanent rates 
(i.e., no change in rates). Pennichuck Water Works, Inc., Commission Order No. 25,693 (July 15, 2014). 
2 See Joint Petition of City of Nashua, Pennichuck Corporation et al., Order No. 25,292 (November 23, 2011). 
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cumulative revenue requirement of $181, 151. 3 This translates into a new proposed WI CA 
cumulative surcharge percentage for 2015 of 1. 81 %. 

The Staff and PWW' s 2015 WI CA proposal is estimated to result in a total WI CA surcharge of 
$0.84 on the monthly bills of PWW's average, single-family residential customers, based on an 
average usage of 7.88 ccf per month. This represents an estimated increase of $0.53 in the 
average WICA surcharge per month over the 2014 surcharge. 

In conclusion, I recommend approval of the Staff and PWW's proposed, revised WICA 
surcharge for 2015of1.81 %. This amount has been shown to be adequately supported through 
Staff discovery as well as the Audit Staff's examination. I also believe that the proposed 
calculation of the 2015 surcharge will result in just and reasonable rates for both PWW and its 
customers. 

3 See Pennichuck Water Works, Inc., Commission Order No. 25,661(May5, 2014). 
3 



STATE OF NEW HAMPSHIRE 
Inter-Department Communication 

DATE: 
AT (OFFICE): 

March 19, 2015 
NHPUC 

FROM: Anthony Leone, Examiner 

SUBJECT: Pennichuck Water Works, Inc. 
DW 15-043 Water Infrastructure and Conservation Adjustment Mechanism 
FINAL Audit Report 

TO: Mark Naylor, Director Gas-Water Division, NHPUC 
Jayson Laflamme, Utility Analyst III 
Robyn Descoteau, Utility Analyst III 

Introduction 

Pennichuck Water Works, Inc. (PWW, The Company) has been participating in a Water 
Infrastructure and Conservation Adjustment Mechanism (WICA) since approved by Commission 
Order 25,230 on June 9, 2011. 

On December 23, 2013 PWW petitioned for approval of WICA projects for completion 
in 2014 at a cost of $2,486,000. 

On March 14, 2014, Commission Staff recommended approval of a revised total budget 
of $3,268,138. The revised budget was approved on May 4, 2014 in Commission Order 25,661 
in docket DW 13-358. An approved project list can be found in Staff 1-3, Attachment B, page 2 
of 4 of DW 13-358. 

Audit has included the following table showing the original projects and their cost 
compared to the completed used and useful projects and their respective cost. 



Approved FINAL PAVING 
PIPE SEGEMENT OR W/O Projects Subsequent COSTS IN 

PROJECT NAME CITY/TOWN Number Estimated Cost Costs Audited Cost 2015 Initiated 

1300347 
Ba ldwin St& Bridl!e NASHUA 1400207 $ 364,000 $ 389,041 $ 389,041 $ - Comolete 

1300216 
Park St NASHUA 1400205 $ 68,950 $ 104,539 $ 104,539 $ 4,084 Comolete 

1300217 
Court St NASHUA 1400204 $ 47,000 $ 103,843 $ 103,843 $ 4,506 Complete 

Found rv Street AMHERST $ 234,400 $ - $ - $- Postooned 

Mack Hill Road (Bridge AMHERST $ 70,500 $ - $ - $- Postooned 

Boston Pos t-Road AMHERST 1401073 $ 471,960 $ 454,689 $ 454,689 $- Comoleted 

Cross St AMHERST 1401072 $ 65,600 $ 52,501 $ 52,501 $- Comoleted 

Burke St NASHUA 1401070 $ 537,200 $ 896,827 $ 896,827 $ 40,681 Comoleted 

Eldrige St NASHUA 1400209 $ 143,500 $ 92,201 $ 92,201 $ 5,206 Comoleted 

Grove Street NASHUA 1402912 $ 49,400 $ 55,517 $ 55,517 $ 3,166 Completed 

Oak Street NASHUA 1402916 $ 106,600 $ 118,819 $ 118,819 $ 5,978 Completed 

Robinson Court NASHUA 1402913 $ 98,800 $ 55,528 $ 55,528 $ 2,132 Comoleted 

Ridge Street NASHUA $ 71,500 $ - $ - $- Postooned 

Cross Street NASHUA 1402914 $ 77,000 $ 134,710 $ 134,710 $ 4,827 Comoleted 

Broad Street NASHUA 1400208 $ 81,900 $ 188,803 $ 188,803 $- Comoleted 

Belmont Street NASHUA 1402915 $- $ 97,173 $ 97,173 $ 6,942 Comoleted 

To be completed in 

Fairmount Street NASHUA 1400210 $- $ 8,124 $ - $ - 2015 

Tempie Street NASHUA $ 278,100 $ $ $- Postooned 

Franklin Street NASHUA $ 138,735 $ - $ $- Postooned 

18 Projects $ 2,905,145 $ 2,752,315 $ 2,744,191 $ 77,522 

2013 Anticipated Paving $ 110,000 

Valves $ 30,000 $ 22,855 $ 10,031 

Services $ 54,936 $ 82,444 $ 87,884 

Hydrants $ 22,800 $ 33,369 $ 35,249 

Contingency $ 145,257 

$ 3,268,138 $ 2,890,983 $ 2,877,355 

2 



Audit notes the total estimated cost of the approved projects in the above table sum to 
$2,905,145 with the remaining costs attributed.to valves, hydrants, services and paving costs 
summing to a grand total of$3,268,138. The total of all replacements noted by the Company as 
documented in the filing on 1 /30115 of the instant docket, page 1 of 4 of Attachment B 
(Attachment B) and sent separately to PUC Audit was $3,235,215 and a grand total including 
vales, hydrants, services & paving of $3,373,884. The company has subsequently sent PUC 
Audit a revised project total of $2, 752,315, a valve, hydrant and service total of $138,669 and a 
new grand total of $2,890,984. The total reflects an under expenditure (of the estimated budget) 
of $377, 154. Any changes reflected in the Audited Cost column are discussed later in the report. 

As found in the 2013 WICA Audit Report, the following is a list of approved projects not 
undertaken in 2013: 

I-Replace I 00 feet cast iron 8" unlined main on Baldwin St Nashua - estimated $ 
2-Replace 1, 198 feet cast iron 8" unlined main on Baldwin St Nashua -estimated $ 
3-Replace 415 feet cast iron 8" unlined main on Elm Street Nashua $ 
4-Replace 312 feet cast iron 6" unlined main on Park Street Nashua $ 
5-Replace 435 feet cast iron 8" unlined main on Court Street Nashua $ 
6-Replace 1,045 feet cast iron 8" and 6" unlined main on Broad Street Nashua $ 

84,000 
280,000 

75,222 
68,950 
90,175 

360,000 

Audit has concluded that the only project from this list that was not included in the 
approved 2014 list was the Elm Street Project. From the previous report, the Company has 
stated that the Elm Street project was dropped from Nashua's FY14 budget so correspondingly it 
was dropped from the Company's current capital expenditure plans. 

As found in the Order, and given certain conditions, PWW may substitute approved 
projects with different projects given proper notification to the Commission. On June 19, 2014, 
PWW notified the Commission of the following two changes: 

Change 1. 
A-Defer replacement of 264 feet cast iron unlined main on Franklin St Nashua 
B-Defer replacement of 325 feet cast iron unlined main on Ridge St Nashua 

C-Add replacement of 627 feet lined galvanized steel on Ninth St Nashua 
D-Add replacement of 50 feet cast iron unlined main on Mulberry St Nashua 
E-Add replacement of 372 feet cast iron unlined main on Belmont St Nashua 
F-Add replacement of 215 feet cast iron unlined main on Fairmont St Nashua 

Change 2. 
A-Defer replacement of 1,465 feet of transite on Foundry St Amherst 
B-Add replacement of 150 feet oftransite on Mack Hill Rd Amherst 

$138,735 
$71,500 
$210,235 

$102,000 
$46,500 
$74,360 
$37,500 
$260,360 

$234,400 
$70,500 

According to the information in DW 13-358 and the instant docket, no other changes 
were submitted to the PUC. According to the information submitted to PUC Audit, PWW did 
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not complete the Fairmount Street project in 2014. PWW also did not initiate replacement of the 
following projects Audit Issue #1: 

1-Ninth Street, Nashua 
2-Mulberry Street, Nashua 
3-Mack Hill Road, Amherst 
4-Temple Street, Nashua 

Audit notes that the Company is not seeking to include any projects that were not 
authorized or of which the Commission was not notified. Any discrepancies in the details of 
specific projects are discussed in the 2014 Project Review section. 

Bid Summary 
Audit requested and was provided with the record of bid proposals for the 2014 projects. 

There were three project areas identified on the Bid Summary sheet provided to PUC Audit. 
Specifically, one project covered Amherst, one project covered Nashua and one project covered 
the Burke Street Water Main replacement. In each of the cases there were at least two competing 
bidders and the Company chose the lowest bidder. 

Additionally, the projects originally approved in 2013 but deferred until 2014 were also 
listed on the Bid Summary sheet. Each of these projects had at least two bidders and in each 
case the Company chose the lowest bidder. The Bid Summary sheet provided to PUC Audit 
noted the competing bidders were: Park Construction Corp., N.E. Earth, CSSI, Albanese D&S, 
RH White, Defelice Corp., & RD Edmunds. 

2014 Project Review 
On page 3 of Commission Order 25,661 is an approved budget of $2,905, 145. Actual 

project expenses reported to the Commission were $2,752,315. Audit inquired about the 
$110,000 of anticipated paving costs from 2013 projects and PWW stated they have not received 
billings from the City of Nashua and therefore have not sought to include an amount in the 
currently sought WICA surcharge. For the 2014 project year the Company anticipates $77,522 
in paving costs to be incurred and paid in 2015. Concerning the main WICA projects, PUC 
Audit has reviewed the projects which the Company has indicated are used and useful as of the 
end of 2014. PUC Audit agrees with the Company the Fairmount St. project is not used and 
useful as of the end of 2014 and therefore should deducted from the $2,752,315 total bringing the 
total of the main replacements to $2,744,191. The following chart summarizes the costs incurred 
for all used and useful projects, their respective cost of removal, retirements and Net Plant 
impact. 

Total Used and Useful Project Costs $ 2,744,191 * 
Cost of removal (Dr. Accum Dep, Cr. Plant)$ (273.203)** 
Net book value of 2014 Projects $ 2,470, 176 
Retirements related to replacements $ ( 0)*** 
Net Plant $ 2,470,176 
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*Fairmount St Nashua- WO #1400210, $8,124; was not Used and Useful as of 12/31/14. 
**Cost of Removal generally equals $2,744,191 less the $12,108 easement *10%. 
***PWW indicated all assets replaced under the main WICA approved projects were "fully 
depreciated" and have no retirement value. Audit Issue #2 

Baldwin St & Baldwin St Bridge Nashua- Work Order #1400207 & 1300347 
Commission Order# 25,661 approved replacement of 1,298 feet main on Baldwin St -

Baldwin St Bridge /RR Crossing Nashua with new main at a cost of $364,000. 

The Attachment indicates actual replacement of 1,298 feet of main on Baldwin St -
Baldwin St Bridge /RR Crossing in Nashua being replaced with 1,796 ft. of new main at a total 
cost of $389,041. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 1,298 ft. of main being replaced. 
Contractor information sheets in the files provided to PUC Audit indicate 1,641 ft. of 12 in. main 
and 176 ft. of 4 in. main installed. The contractor total was $91,568 or 95% of the total incurred 
cost. The remaining costs are divided between labor, truck charges, engineering and overhead, 
and various small miscellaneous charges. The general ledger reflects the following accounts 
were impacted by this project: 

Baldwin Street 

331200 Distribution Mains-New $127,423 

331200 Distribution Mains-New $240,482 

331250 Distribution Mains-Gate Valves $ 3,484 

331253 Gates 6" and Larger $ 3,100 

333200 Renewed Services $ 2,232 

335000 Hydrants $ 11,620 

335000 Hydrants $ 700 

$389,041 

Park Street Nashua - Work Order #1400205 & 1300216 
Commission Order# 25,661 approved replacement of 312 feet cast iron 6" unlined main 

on Park St Nashua with 12" main at a cost of $68,950. 

The Attachment indicates actual replacement of 312 feet of 6" cast iron unlined main on 
Baldwin St Nashua being replaced with 12" main at a total cost of $104,539. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 312 ft. of main being replaced. 
Contractor information sheets in the files provided to PUC Audit indicate 307 ft. of main 
installed. The contractor total was $84,401 or 90% of the total incurred cost. The remaining 
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costs are divided between labor, truck charges, engineering and overhead, surveyors legal fees 
for easement work and various small miscellaneous charges. The general ledger reflects the 
following accounts were impacted by this project: 

Park Street 

303300 Easements $ 12,108 

331200 Distribution Mains-New $ 67,628 

331250 Distribution Mains-Gate Valves $ 1,400 

333200 Renewed Services $ 19,096 

335000 Hydrants $ 4,306 

$104,539 

Court Street Nashua - Work Order #1400204 
Commission Order# 25,661 approved replacement of 435 feet cast iron 8" unlined main 

on Court St Nashua with 12" main at a cost of $4 7 ,000. 

The Attachment indicates actual replacement of 435 feet of 8" cast iron unlined main on 
Court St Nashua being replaced with 12" main at a total cost of $103,843. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 432 ft. of main being replaced. 
Contractor information sheets in the files provided to PUC Audit indicate 435 ft. of main 
installed. The contractor total was $91,568 or 95% of the total incurred cost. The remaining 
costs are divided between labor, truck charges, engineering and overhead, and various small 
miscellaneous charges. The general ledger reflects the following accounts were impacted by this 
project: 

Court Street 

331200 Distribution Mains-New 

331250 Distribution Mains-Gate Valves 

333200 Renewed Services 

335000 Hydrants 

Boston Post Road Amherst- Work Order #1401073 

$ 87,039 

$ 6,200 

$ 6,110 

$ 4,495 

$103,844 

Commission Order# 25,661 approved replacement of2,052 feet cast iron 6" unlined 
main on Boston Post Road Amherst with 12" main at a cost of $471,960. 

The Attachment indicates actual replacement of 2,052 feet of 6" asbestos cement main on 
Boston Post Road Amherst being replaced with 12" main at a total cost as of $454,689. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 540 ft. of main being replaced. 
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Contractor information sheets in the files provided to PUC Audit indicate 2,088 ft. of 12 in. main 
installed. The contractor total was $407,729 or 90% of the total incurred cost. The remaining 
costs are divided between labor, truck charges, engineering and overhead and various small 
miscellaneous charges. The general ledger reflects the following accounts were impacted by this 
project: 

Boston Post Road 

331200 Distribution Mains-New 

331250 Distribution Mains-Gate Valves 

333200 Renewed Services 

335000 Hydrants 

Cross St Amherst - Work Order #14001072 

$374,929 

$ 20,915 

$ 37,498 

$ 21,348 

$454,689 

Commission Order# 25,661 approved replacement of 410 feet cast iron 4" unlined main 
on Cross St Amherst with 6" main at a cost of $65,600. 

The Attachment indicates actual replacement of 410 feet of 4" cast iron unlined main on 
Cross St Amherst being replaced with 6" main at a total cost of $52,501. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 400 ft. of main being replaced. The 
documentation provided indicated that the main had been relined in 2010 as the City of Nashua 
did not indicate there were any problems with the sewer at that time. Since the sewer now needs 
to be replaced, the water main proximity to the sewer is causing that main to be replaced as well. 
Contractor information sheets in the files provided to PUC Audit indicate 407 ft. of 6 in. main 
installed. The contractor total was $40,756 or 78% of the total incurred cost. The remaining 
costs are divided between labor, truck charges, engineering and overhead, vibration monitoring 
and various small miscellaneous charges. The general ledger reflects the following account was 
impacted by this project: 

Cross Street 

331200 Distribution Mains-New ~ $ 52,5011 

Burke St Nashua - Work Order #1401070 
Commission Order# 25,661 approved replacement of 3, 160 feet cast iron 6" unlined 

main on Burke St Nashua with 12" main at a cost of $537,200. 

The Attachment indicates actual replacement of 3, 160 feet of 6" cast iron unlined main 
on Burke St Nashua being replaced with 12" main at a total cost of $896,827. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 2,800 ft. of main being replaced. 
Contractor information sheets in the files provided to PUC Audit indicate 3,101 ft. of 12 in. main 
installed. The contractor total was $838,677 or 94% of the total incurred cost. The remaining 
costs are divided between labor, truck charges, engineering and overhead, shipping and various 
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small miscellaneous charges. The general ledger reflects the following accounts were impacted 
by this project: 

Burke Street 

331200 Distribution Mains-New 

331250 Distribution Mains-Gate Valves 

333200 Renewed Services 

335000 Hydrants 

Eldridge Street Nashua - Work Order #1400209 

$740,320 

$ 42,400 

$ 68,437 

$ 45,670 

$896,827 

Commission Order# 25,661 approved replacement of 410 feet cast iron 6" unlined main 
on Eldridge St Nashua with 6" main at a cost of $143,500. 

The Attachment indicates actual replacement of 410 feet of 6" cast iron unlined main on 
Eldridge St Nashua being replaced with 6" main at a total cost of $92,20 I. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 provided estimates 410 ft. of main being replaced. 
Contractor information sheets in the files provided to PUC Audit indicate 388 ft. of 6 in. main 
installed. The contractor total was $83,606 or 91 % of the total incurred cost. The remaining 
costs are divided between labor, truck charges, engineering and overhead and various small 
miscellaneous charges. The general ledger reflects the following accounts were impacted by this 
project: 

Eldridge Street 

331200 Distribution Mains-New $ 87,625 

331251 Gates 4" and Under $ 653 

331253 Gates 6" and Larger $ 2,361 

333200 Renewed Services $ 1,173 

335000 Hydrants $ 388 

$ 92,201 

Grove Street Nashua - Work Order #1402912 
Commission Order# 25,661 approved replacement of 260 feet cast iron 4" unlined main 

on Grove St Nashua with 4" main at a cost of $49,400. 

The Attachment indicates actual replacement of 260 feet of 4" cast iron unlined main on 
Grove St Nashua being replaced with 4" main at a total cost of $55,517. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 generally supports the project details listed above. 
Contractor information sheets in the files provided to PUC Audit indicate 225 ft. of 4" main was 
installed. The contractor total was $51,681 or 93% of the total incurred cost. The remaining 
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costs are divided between labor, truck charges, engineering and overhead. The general ledger 
reflects the following accounts were impacted by this project: 

Grove Street 

~~ 331200 Distribution Mains-New 47,315 

333200 Renewed Services 8,202 

55,517 

Oak Street Nashua - Work Order #1402916 
Commission Order# 25,661 approved replacement of 520 feet cast iron 4" unlined main 

on Oak St Nashua with 6" main at a cost of $106,600. 

The Attachment indicates actual replacement of 520 feet of 4" cast iron unlined main on 
Oak St Nashua being replaced with 6" main at a total cost of $118,819. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 supports the project details listed above. Contractor 
information sheets in the files provided to PUC Audit indicate 419 ft . of 6" main, 9 ft. of 8" 
main, and 8 ft. of 4" main was installed. The contractor total was $109 ,600 or 93% of the total 
incurred cost. The remaining costs are divided between labor, truck charges, engineering and 
overhead and one invoice from Inner City Materials of Nashua. The general ledger reflects the 
following accounts were impacted by this project: 

Oak Street 

331200 Distribution Mains-New $103,891 

331253 Gates 6" and Larger $ 2,720 

333200 Renewed Services $ 12,040 

335000 Hydrants $ 168 

$118,819 

Robinson Court Nashua - Work Order #1402913 
Commission Order# 25,661 approved replacement of 260 feet cast iron 2" unlined main 

on Robinson Court Nashua with 4" main at a cost of $98,800. 

The Attachment indicates actual replacement of 260 feet of2" cast iron unlined main on 
Robinson Court Nashua being replaced with 4" main at a total cost of $55,528. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 generally supports the project details listed above. 
Contractor information sheets in the files provided to PUC Audit indicate 205 ft. of 4" main and 
6 ft. of 2" main was installed. The contractor total was $47,535 or 86% of the total incurred cost. 
The remaining costs are divided between labor, truck charges, engineering and overhead, 
shipping and stationary and one invoice from the Union Leader. The general ledger reflects the 
following accounts were impacted by this project: 
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Robinson Court 

331200 Distribution Mains-New $ 48,577 

331252 Gates 4" and Under-Comm Sys $ 653 

333200 Renewed Services $ 6,298 

$ 55,528 

Cross Street Nashua - Work Order #1402914 
Commission Order# 25,661 approved replacement of 350 feet cast iron 6" unlined main 

on Cross St Nashua with 6" main at a cost of $77, 000. 

The Attachment indicates actual replacement of 350 feet of 6 .. cast iron unlined main on 
Cross St Nashua being replaced with 6" main at a total cost of $134, 710. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 generally supports the project details listed above. 
Contractor information sheets in the files provided to PUC Audit indicate 358 ft. of 8" main and 
5 ft. of 6" main was installed. The contractor total was $127,920 or 95% of the total incurred 
cost. The remaining costs are divided between labor, truck charges, engineering and overhead, 
shipping and stationary and one invoice from the Union Leader. The general ledger reflects the 
following accounts were impacted by this project: 

Cross Street 

331200 Distribution Mains-New 

331253 Gates 6" and Larger 

333200 Renewed Services 

335000 Hydrants 

Broad Street Parkway - Work Order #1400208 

$113,091 

$ 787 
$ 16,152 

$ 4,680 

$134,710 

Commission Order# 25,661 approved replacement of 260 feet cast iron 6" unlined main 
on Broad St Parkway Nashua with 8" main at a cost of $81,900. 

The Attachment indicates actual replacement of 260 feet of 6" cast iron unlined main on 
Broad St Parkway Nashua being replaced with 8" main at a total cost of $188.803. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. Contractor information sheets in the files provided to PUC Audit 
indicate 269 ft. of main installed. The contractor total was $171,151 or 90% of the total incurred 
cost. The remaining costs are divided between labor, truck charges, engineering and overhead 
and various small miscellaneous charges. The general ledger reflects the following accounts 
were impacted by this project: 
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Broad Street 

331200 Distribution Mains-New 

331250 Distribution Mains-Gate Valves 

333200 Renewed Services 

335000 Hydrants 

Belmont Street Nashua -- Work Order #1402915 

$164,727 

$ 7,300 

$ 10,976 

$ 5,800 

$188,803 

The Company notified the Commission via letter dated June 19, 2014 of the inclusion of 
replacement main on Belmont St Nashua. 

The Company has indicated actual replacement of 3 72 feet of 8" cast iron unlined main 
on Belmont St Nashua being replaced with 8" main at a total cost of $97,173. 

Audit reviewed supporting documentation for all charges listed in the Work Order Detail 
Report without exception. The E-22 generally supports the project details listed above. 
Contractor information sheets in the files provided to PUC Audit indicate 395 ft. of 6" main and 
9 ft. of 8" main was installed. The contractor total was $87,014 or 90% of the total incurred cost. 
The remaining costs are divided between labor, truck charges, engineering and overhead and 
miscellaneous inventory parts. The general ledger reflects the following accounts were impacted 
by this project: 

Belmont Street 

331200 Distribution Mains-New 

333200 Renewed Services 

Fairmount St Nashua - Work Order #1400210 

~~$ 92,715 

4,458 

97,173 

PWW has included $8, 124 in their 2014 totals for money spent on the Fairmount St 
project. but that completion of the project was deferred until sometime in 2015. Audit Issue# 3. 

Valve, Hydrant & Services Projects 
Renewed Services Unrelated to the Main WICA Projects 

Estimated Replacements 

Service 28 @ $ 54,936 

Actual Replacements 

Service 30 @ $ 87,884 

These replacements were separate, distinct from and in addition to the water main projects. 
Audit requested and was provided with the work order summary supporting the total. 
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Work Order# Location City Cost 

1400441/01 RUSSELL ST NASHUA $ 1,867 
1400470/01 SULLIVAN ST NASHUA $ 3,083 
1401710/01 MASSACHUSITTS DR NASHUA $ 4,015 
1401894/01 TINKER RD NASHUA $ 9,163 
1401934/01 DEERHAVEN NASHUA $ 2,961 
1401935/ 01 MONZA NASHUA $ 3,068 

1402039/01 CHANDLER ST NASHUA $ 2,547 

1402350/01 BISCAYNE PKWY NASHUA $ 2,706 
1402367 /01 MCCOY NASHUA $ 3,762 

1402623/01 BISCAYNE PKWY NASHUA $ 2,883 

1403195/01 CONCORD ST NASHUA $ 2,299 

1403285/01 SEARLES RD NASHUA $ 5,928 

1403361/01 WOODLAND NASHUA $ 2,229 

1403553/01 FARMINTON RD NASHUA $ 2,781 

1403663/01 PINE HILL AVE NASHUA $ 2,425 

1403716/01 GLOUCESTER NASHUA $ 2,788 

1403831/01 AUBURN ST NASHUA $ 1,789 

1404022/01 TODD RD NASHUA $ 2,874 

1405557 /01 KIP FORD NASHUA $ 3,985 

1405776/01 DEERHAVEN NASHUA $ 3,034 

1405849/01 GREEN LAY ST NASHUA $ 2,104 

1406198/01 RITTER NASHUA $ 1,063 

1406203/01 LOVEWELL ST NASHUA $ 1,991 

1406283/01 BURRITT ST NASHUA $ 905 

1406284/01 NEWBURGH RD NASHUA $ 2,911 

1407018/01 LAKE ST NASHUA $ 1,539 

1407448/01 CHESTER NASHUA $ 5,744 
Submitted Total $82,444 

1407989/01 KIPFORD NASHUA $ 1,630 

1407988/01 AUBURN ST NASHUA $ 2,148 

1407325/ 01 KIP FORD NASHUA $ 1,662 

$ 5,440 

Actual total $87,884 

The total amount of Renewed Services costs PWW submitted was $82,444. Audit has 
determined and verified with PWW that there was an additional $15,306 of renewed services 
costs and out of that total, $5,440 is eligible for inclusion in the WICA surcharge. The audited 
total therefore is $87,884. PWW has indicated they "were aware that there were a few line items 
of the total $15,306 that would have been allowable for WICA but because of the low dollar 
amount of those items and the amount of time it would have taken to research the retirement 
value, we decided to finalize our submission excluding those items. We also did not want to 
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delay finalizing our response yesterday by the additional research required for these small 
items. Therefore, we have chosen to exclude all of the items from the filing". 

Audit selected the two work orders which were outside of the average costs, to review in 
detail. There were no exceptions noted in the work orders. Overhead calculations are 
automatically calculated and posted to the general ledger when the work orders are interfaced 
with the general ledger each month-end. The work order summaries include labor hours, costs 
related to dump truck, backhoe, and foreman truck hours, and parts for the repair necessary. 

Hydrants Replaced Unrelated to the Approved Main WICA Projects 
At the bottom of page 2 of 4 of the response to Staff 1-3 of Attachment B dated 2/5/2014 

within OW 13-358, there is a list of Valve, Service and Hydrant replacements outside of the pipe 
replacement projects. Specifically: 

Estimated Replacements Actual Replacements 

Hydrant 4 @ $22,800 Hydrant 6 @ $35,249 

Work Order# location City Cost 

1406183/01 MIZORAS Dr NASHUA $ 859 

1405316/01 W.HOLLIS ST NASHUA $ 9,966 

1405110/01 MIZORAS Dr NASHUA $ 8,872 

1404766/01 FRONT ST NASHUA $ 3,372 

1404421/01 FRONT ST NASHUA $ 5,750 

1404254/01 MEADE ST NASHUA $ 4,551 

Submitted Total $ 33,369 

1407987 /01 FRONT ST NASHUA $ 1,880 

Actual Total $ 35,249 

The total amount of Hydrant related costs PWW submitted was $33,369. Audit has 
determined and verified with PWW that the actual cost of the hydrants was $35,249, $1,880 
more than what was submitted. PWW indicated that the additional costs were not submitted as 
part of the WICA surcharge because projections indicated they would be over the Commission 
approved budget. 

Audit selected one work order to review in detail. The work order summary included the 
total labor hours and amounts, overhead, truck costs, backhoe services, and related overheads, 
and materials used for the repairs. The work order was closed to plant in 2014 and the total was 
verified to general ledger account 335-000, Fire Protection Equipment: Hydrants. The general 
ledger includes $136,783 of new hydrants placed in service in connection with the WICA water 
main projects described earlier in this report. Overall credits to the general ledger account, 
$(54,915) currently include no retirements with all credits remaining identified as cost of 
removal. 

13 



Valves Replaced Unrelated to the Approved Main WICA Projects 

Estimated Replacements 

Valve 15 @ $ 30,000 

Actual Replacements 

Work Order# 

1403925/01 
1401052/01 

Valve 2 @ $10,031 

Location City State 

COURT@TEMPLE NASHUA NH 

CANNON GATE Ill NASHUA NH 

Cost 

$ 6,148 

$ 3,883 

$10,031 

Audit confirmed that both of the valve replacements were on the GL and in the correct 
GL Account for the size of the valve being replaced. PWW has indicated all other valve related 
transactions on the GL are new installations and do not correspond to the WICA program. 

Retirements 
PWW has stated that all of the WICA water mains replaced were fully depreciated and 

therefore have no retirement value to credit. PWW has also indicated that for the valve, hydrant 
and services projects completed, the retirement value is $755. Audit Issue #2 

Summary 
Audit reviewed the used and useful WICA projects for 2014 which total $2, 744, 191 

excluding 2015 anticipated paving costs. Support for all of the costs noted below, including 
easements, was provided in the fonn of detailed general ledger accounts, work orders, contracts 
and invoices. Audit also reviewed the valve, services and hydrant only projects for 2014 and 
increased the total from the submitted $127,724 to $133,164. Support for all of these costs is 
similar to the main WICA projects. Audit also reviewed the Net Book Value reports for all of 
the assets which also verify the addition of those assets to the continuing property records. Note 
that the Company added the majority of the assets to their plant accounts in 2014 with a small 
portion being accrued and added to the appropriate plant accounts in 2015. The table below 
summarizes all of the costs noted: 

Gross Used and Useful WICA Project Assets Added to Books in 2014 

Gross Used and Useful WICA Project Assets Added to Books in 2015 

WICA Easement Added in 2014 

Submitted 
as of 3/19/15 

$ 2,577,428.00 

$ 154,654.00 

$ 12,108.00 

Audited 

as of 3/19/15 

$ 2,577,428.00 

$ 154,654.00 

$ 12,108.00 

$ 2,744,191.00 $ 2,744,191.00 

Gross Used and Useful Hydrant, Valve and Services Added to Books in 2014 $ 127,724.00 $ 133,164.00 

$ 2,871,915.00 $ 2,877,355.00 
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Audit Issue #1 
Projects Approved but not Begun 

Background 

PWW provided the Commission with a listing of specific projects proposed for 
replacement in 2014. The Company subsequently sent a letter to the Commission indicating it 
was deferring some projects and instead initiating other projects. 

Four of the projects that the Company added in the letter were never started. 

Audit Recommendation 

The Company should notify the Commission of any addition, deletion, substitution, or 
non-initiation of any project in a timely manner. 

Company Comment 

The Company agrees that the Commission should be notified of any addition, deletion, 
substitution or non-initiation of any project in a timely manner. As of November 1, 2014 the 
Mack Hill Road and Foundry Street projects in Amherst were under contract and the Contractor 
was still considering completing the work in 2014, subject to weather conditions. The 
Contractor did not determine to postpone those projects until late November 2014. As of 
November 1, 2014 the Ridge, Temple and Franklin Street projects were still being considered by 
the City for potential project completion in 2014. The City decided to postpose these projects in 
early November. As of November 1, 2014 the Fairmount Street project was under contract and 
the Contractor was still considering completing the work in 2014, subject to weather conditions. 
The Contractor did not determine to postpone those projects until late November 2014. Based on 
the time frame when Pennichuck got final determinations on these projects it decided that the 
WICA filing to be completed by the end of January 2015 would provide the notification in a 
timely fashion. Based on the concern provided by the audit request, Pennichuck proposed 
submitting quarterly updates (within 15 days of the end of a quarter) regarding project status's, 
specifically in regards to any additions, deletions, substitutions and non-initiation of any projects 
on the current year WICA filing. Pennichuck is open for any suggestions from the Commission 
staff regarding notification time frames that the staff is comfortable with. 

Audit Response 

Audit appreciates and understands that completion of the Company's WICA projects 
later in the year may be dependent not only upon weather but also overlapping projects 
undertaken by a City I Municipality in an effort to in lessen costs and agrees with the Company's 
recommendation of quarterly updates regarding project status. 
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Background 

Audit Issue #2 
Accounting Records 

PWW was authorized to replace several water mains during the 2014 calendar year under 
the WICA program. 

PWW was not able to produce information regarding the retirement of assets associated 
with the WICA program for 2014. 

Audit Recommendation 

PWW is reminded of Puc 607.07 relating to the Uniform System of Accounts (USoA). 
Within the USoA are instructions regarding the retirement of utility assets and the utility 
accounting related to the retirement. 

Company Comment 

The Company has provided the retirement information regarding the WICA eligible 
projects, main replacements, service replacements, hydrant replacements and valve 
replacements. The retirement information is reflected in the attached revised WICA schedules. 

Please note that the notation regarding whether the Boston Post Road water main 
replacement found on Attachment B, Page 1 of 4 was incorrect. The original submission 
indicated that the water main was not fully depreciated based on a 70 depreciation life. The 
correct depreciation life for the existing 6" AC water main that was replaced is 40 years, not 70 
years, hence the water main that was replaced was fully depreciated. 

Audit Response 

Audit would like to remind the Company that with respect to USoA, Utility Accounting, 
and PUC 607.07 (formerly 610.0l(e)(IO)B-2. When plant is retired and the plant is of a 
depreciable class, the book cost (original cost) of the unit retired is credited to the appropriate 
utility plant account and also shall be charged to the accumulated depreciation account. PWW 
has continually indicated there were $0 of retirements related to the main WICA water main 
projects and only $755 of retirements for the valve, hydrant and service replacements. 
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Audit Issue #3 
Accounting of Used and Useful Projects 

Background 

PWW was authorized to replace several water mains during the 2014 calendar year under 
the WICA program. 

Once a water main is complete, that is used and useful and providing service to the water 
customers, the costs to replace the water main are moved from Construction Work in Process 
(CWIP) to the appropriate Utility Plant Account. 

Audit Recommendation 

The General Ledger and supporting material provided indicates that the cost of the 
Fairmount Street project, $8,124 incurred in 2014, was included in the Company's Plant 
Accounts as of 12/31/14. This project is not scheduled to be used and useful until sometime in 
2015. These costs should be placed back in CWIP until that time. 

Company Comment 

The Company agrees with the audit recommendation. The $8,124 incurred in 2014 for 
this project will be removed from the Company's Plant Accounts and reclassified as CWIP. A 
revised copy of the Company's WICA schedules is attached reflecting this change. 

Audit Response 

Audit has confirmed with the Company that the reclassification would be made to the 
Company' s books for the 2015 year pending project completion. 
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(I ) (2) 

2013 1 

Gross 

Investment 

Mains $ 1,563,037 $ 
Contingency 
Paving 28,395 
Hydrants 59,164 
Services 241,199 
Valves 69,084 
Total $ 1,960,879 $ 

2014 2 

Gross 

Investment 

Mains $ 2,744,191 
Contingency 
Paving 
Hydrants 35,249 
Services 82,444 
Valves 10,031 
Total $ 2,871 ,915 $ 

2015 3 

Gross 

Investment 

Mains $ 4,503,600 $ 
Contingency 450,360 
Paving 77,522 
Hydrants 29,374 
Services 85,388 
Valves 16,050 
Total $ 5,162,295 $ 

Investment Summary 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

SUMMARY SCHEDULE OF WICA INVESTMENTS 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015 - 2017 

(3) (4) (5) (6) 

Actual Investment (DW 13-358) 

Cost of Net 

Removal Book Cost Retirement Investment 

(2! - {3! (4!- (5! 
(156,234) $ 1,406,803 $ (14,422) $ 1,392,381 

(2,839) 25,556 25,556 
(5,063) 54,101 (2,293) 51 ,808 

(22,980) 218,219 (6,924) 211,295 
(6,908} 62,176 (2,174} 60,002 

(194,0242 $ 1,766,855 $ (25,8132 $ 1,741 ,042 

Actual Investment 

Cost of Net 
Remova! 6 Book Cost Retirement Investment 

(2! - (3) (4}- (5! 

(273,203) $ 2,470,988 $ $ 2,470,988 

(3,525) 31 ,724 (215) 31 ,509 
(8,244) 74,200 (1) 74,199 
(1,003} 9,028 (538} 8,490 

{285,9752 $ 2,585,940 $ (754! $ 2,585,186 

Projected Investment 

Cost of Net 

Removal 6 
Book Cost Retirement Investment 

(2! - (32 (4! - (5! 
(450,360) $ 4,053,240 $ $ 4,053,240 
(45,036) $ 405,324 405,324 

(7,752) $ 69,770 69,770 
(2,937) $ 26,437 26,437 
(8,539) $ 76,850 76,850 
(1,605! $ 14,445 14,445 

(516,229) $ 4,646,065 $ $ 4,646,065 

1of15 

(7) (8) 

Depreciation Expense 

Depreciation Depreciation 

Rate 7 Expense 

(6! x (7! 
1.60% $ 22,278 
1.60% 
1.57% 401 
2.24% 1,160 
2.34% 4,944 
1.60% 960 

$ 29,744 

Depreciation Expense ! 
I 
I 

Depreciation Depreciation I 
Rate 7 Expense 

I 

I 
(6! x (7! ! 

1.60% $ 39,536 ! 
1.60% 

~ i 1.57% 
2.24% 7061 
2.34% 1,736 I 
1.60% 1361 

$ 42,114 j 

Depreciation Expense 

Depreciation Depreciation 

Rate 7 Expense 

(6! x (7! 
1.60% $ 64,852 
1.60% $ 6,485 
1.57% $ 1,095 
2.24% $ 592 
2.34% $ 1,798 
1.60% $ 231 

$ 75,054 

Attachment A 
Schedule 1 

4/10/2015 1:55 PM 



(1) (2) 

2016 4 

Gross 

Investment 

Mains $ 4,764,000 $ 
Contingency 476,400 
Paving 
Hydrants 33,369 
Services 67,722 
Valves 22,855 
Total $ 5,364,347 $ 

2017 5 

Gross 

Investment 

Mains $ 3,963,000 $ 
Contingency 396,300 
Paving 
Hydrants 33,369 
Services 67,722 
Valves 22,855 
Total $ 4,483,247 $ 

Notes: 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

SUMMARY SCHEDULE OF WICA INVESTMENTS 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015 - 2017 

(3) (4) (5) (6) 

Projected Investment I 
I 

I 
I Cost of Net 

Removal' Book Cost Retirement Investment I 
{22 - {32 {4}-{52 I 

(476,400) $ 4,287,600 $ $ 4,287,600 
(47,640) 428,760 428,760 

(3,337) 30,032 30,032 
(6,772) 60,950 60,950 
{2,2862 20,570 20,570 

(536,435} $ 4,827,912 $ $ 4,827,912 

Projected Investment 

Cost of Net 

Removal' Book Cost Retirement Investment 

{22 -{32 {42 - {52 
(396,300) $ 3,566,700 $ s 3,566,700 

(39,630) 356,670 356,670 

{3,337) 30,032 30,032 
(6,772) 60,950 60,950 
(2,2862 20,570 20,570 

(448,3252 $ 4,034,922 $ $ 4,034,922 

1 Based on PWW's WICA Filing in OW 13-358. 
2 Based on Attachment B, Page 1 of 4. 
3 Based on Attachment B, Page 2 of 4. 
4 Based on Attachment B, Page 3 of 4. 
5 Based on Attachment B, Page 4 of 4. 

(7) (8) 

Attachment A 
Schedule 1 

Depreciation Expense i 
I 

I 
Depreciation I Depreciation 

Rate 7 
Expense I 
{62 x {72 I 

1.60% $ 68,602 I 

I 
1.60% 6,86~ i 
1.57% 
2.24% 6731 
2.34% 1,426 I 
1.60% 3291 

$ 11,8901 

Depreciation Expense I 
I 

I 
I 

Depreciation Depreciation I 
Rate 7 Expense I 6 x 7 

1.60% $ 57,067 
1.60% s 5,707 I 
1.57% $ - : 
2.24% $ 673 ! 
2.34% $ 1,4261 
1.60% $ 329 ! 

$ 65,202 i 

6 The Cost of Removal for 2014 Mains is from Page 4 of the Final Audit Report in OW 15-043 dated 3/19/15. All other Cost of Removal 
amounts in 2014-2017 are based upon 10.00% of the Gross Investment. 

7 The Depreciation Rates are based on the depreciation study approved in OW 06-073. 

Investment Summary 2of15 4/10/2015 1:55 PM 



2015 Surcharge 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

CALCULATION OF PROPOSED 2015 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 

Plant in Service 
Gross Plant Investment (Att A; Sch 1; Col (2)) 
Less: Cost of Removal (Att A; Sch l; Col (3)) 
Less: Plant Retirements (Att A; Sch I ; Col (5)) 
Net Plant Investment 

Accumulated Depreciation 

Depreciation Expense 1 (Att A; Sch l ; Col (8)): 
2013 Net Plant Investment 
2014 Net Plant Investment 
Total Depreciation Expense 
Less: CostofRemoval (AttA; Sch l ; Col (3)) 
Less: Plant Retirements (Att A; Sch l; Col (5)) 
Net Accumulated Depreciation 

Net Plant in Service 

Pre-tax Rate of Retum2 

Return on Investment 

Property Tax Expense3 

Annual Depreciation Expense(Att A; Sch 1; Col (8)) 
2013 Net Plant Investment 
2014 Net Plant Investment 
Total Annual Depreciation Expense 

20I5 Cumulative Revenue Requirement 

Less: 2014 Cumulative Revenue Requirement 
2015 Revenue Requirement 

Water Revenues per DW I3-13o' 

2015 Revenue Surcharge % 
2015 Cumulative Revenue Surcharge % 

Customer Impact 
5/8 Inch Meter Monthly Charge 
Volumetric Charge 
Average Single Family Residential Usage (CCF) 
Average Monthly Usage Charge 
Total Average Monthly Charge 

Average Monthly$ Impact per Customer of20I5 Surcharge 

$ 

$ 

@ 

Actual 

2013 2014 

1,960,879 $ 2,871,915 
(194,024) (285,975) 

(25,813} (754} 
1,741,042 2,585,186 

14,872 29,744 
21,057 

14,872 50,801 
(194,024) (285,975) 

(25,813} (754} 
(204,965} (235,928} 

1,946,007 $ 2,821,114 

$28.17 per $1,000 

Average Monthly $ Impact per Customer of 20 I 5 Cumulative Surcharge 

3 of I5 

$ 

$ 

x 
$ 

$ 

$ 

$ 

$ 
$ 

$ 
$ 

$ 
$ 

Total 

4,832,794 
(479,999) 

(26,567} 
4,326,228 

44,6I6 
21,057 
65,673 

(479,999) 
(26,567} 

(440,893} 

4,767,12I 

6.17% 
294,050 

134,290 

29,744 
42,114 
7I,858 

500,I98 

(181,151} 
3I9,047 

27,689,2I4 

1.15% 
1.81% 

20.34 
3.30 
7.88 

26.00 
46.34 

0.53 
0.84 

Attachment A 
Schedule 2a 

4/10/2015 1:55 PM 



2015 Surcharge 

Notes: 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

CALCULATION OF PROPOSED 2015 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 

1 The half-year convention for depreciation expense is employed whereby one-half of the annual depreciation 
expense is recorded in the first and last year of an asset's service life. 

2 Calculation of Pre-Tax Rate of Return <Based on PWW's Rate Filine: in DW 13-130) 
Weighted Cost Tax Multiplier Pre Tax Cost 

Debt 5.59% 1.000 5.59% 
Equity 0.35% 1.656 

5.94% 
3 Combined City ofNashua 2014 Mill Rate of$21.57 and State Utility Property Tax Rate of$6.60. 
4 WICA revenue requirement approved in DW 13-358 by Commission Order No. 25,661 (5/5/14). 
5 Base rate revenue requirement approved in DW 13-130 by Commission Order No. 25,693 (7/15/14). 

4of15 

0.58% 
6.17% 
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Schedule 2a 
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2016 Surcharge 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

PROJECTED CALCULATION OF 2016 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 

and PROJECTED CONSTRUCTION YEAR 2015 

Plant in Service: 
Gross Plant Investment (Att A; Sch I; Col (2)) 
Less: Cost ofRemoval (Att A; Sch l ; Col (3)) 
Less: Plant Retirements (Att A; Sch 1; Col (5)) 
Net Plant Investment 

Accumulated Depreciation 

Depreciation Expense1 (Att A; Sch 1; Col (8)): 
2013 Net Plant Investment 
2014 Net Plant Investment 
2015 Net Plant Investment 
Total Depreciation Expense 
Less: CostofRemoval (AttA; Sch l; Col (3)) 
Less: Plant Retirements (Att A; Sch 1; Col (5)) 
Net Accumulated Depreciation 

Net Plant in Service 

Pre-tax Rate ofRetum2 

Return on Investment 

Property Tax Expense3 

Annual Depreciation Expense(Att A; Sch 1; Col (8)) 
2013 Net Plant Investment 
2014 Net Plant Investment 
2015 Net Plant Investment 
Total Annual Depreciation Expense 

2016 Cumulative Revenue Requirement 

Less: 2015 Cumulative Revenue Requirement 
2016 Revenue Requirement 

Water Revenues per OW 13-13<>5 

2016 Revenue Surcharge % 
2016 Cumulative Revenue Surcharge% 

Customer Impact 
518 Inch Meter Monthly Charge 
Volumetric Charge 
Average Single Family Residential Usage (CCF) 
Average Monthly Usage Charge 
Total Average Monthly Charge 

Average Monthly$ Impact per Customer of2016 Surcharge 

@ 

Actual 

2013 

$ 1,960,879 
(194,024) 
(25,813) 

1,741,042 

14,872 

14,872 
(194,024) 
~25,813} 

{204,965} 

$ 1,946,007 

2014 

$ 2,871,915 
(285,975) 

(754) 
2,585,186 

29,744 
21,057 

50,801 
(285,975) 

{754} 
{235,928} 

$ 2,821,114 

$28.17 per $1,000 

Average Monthly$ Impact per Customer of2016 Cumulative Surcharge 

5of15 

Projected 

2015 

$ 5,162,295 
(516,229) 

4,646,065 

29,744 
42,114 
37,527 

109,385 
(516,229) 

{406,845} 

$ 5,052,910 

x 

Total 

$ 9,995,089 
(996,229) 
{26,567} 

8,972,293 

74,360 
63,171 
37,527 

175,058 
(996,229) 
{26,567} 

{847,738} 

$ 9,820,031 

6.17% 
$ 605,728 

276 630 

29,744 
42,114 
75 054 

146,912 

$ 1,029,270 

{500,198} 
$ 529,073 

$ 27,689,214 

1.91% 
3.72% 

$ 20.34 
$ 3.30 

7.88 
$ 26.00 
$ 46.34 

s 0.89 
s 1.72 

Attachment A 
Schedule2b 
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2016 Surcharge 

Notes: 

ow 15-043 
PENNICHUCK WATER WORKS, INC. 

PROJECTED CALCULATION OF 2016 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 

and PROJECTED CONSTRUCTION YEAR 2015 

1 The half-year convention for depreciation expense is employed whereby one-half of the annual depreciation 
expense is recorded in the first and last year of an asset's service life. 

2 Calculation of Pre-Tax Rate of Return (Based on PWW's Rate Filim! in OW 13-130) 
Weighted Cost Tax Multiplier Pre Tax Cost 

Debt 5.59% l.000 5.59% 
Equity 0.35% l.656 

5.94% 
3 Combined City of Nashua 2014 Mill Rate of$2l.57 and State Utility Property Tax Rate of$6.60. 

• Attachment A; Schedule 2a 
5 Base rate revenue requirement approved in OW 13-130 by Commission Order No. 25,693 (7/15/14). 

6of15 

0.58% 
6.17% 
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DW 15-043 
PENNICHUCK WATER WORKS, INC. 

PROJECTED CALCULATION OF 2017 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015 - 2016 

Plant in Service: 
Gross Plant Investment (Att A; Sch 1; Col (2)) 
Less: CostofRemoval (AttA; Sch l; Col (3)) 
Less: Plant Retirements (Att A; Sch 1; Col (5)) 
Net Plant Investment 

Accumulated Depreciation 

Depreciation Expense1 (Att A; Sch I; Col (8)): 
2013 Net Plant Investment 
2014 Net Plant Investment 
2015 Net Plant Investment 
2016 Net Plant Investment 
Total Depreciation Expense 
Less: Cost of Removal (Att A; Sch 1; Col (3)) 
Less: Plant Retirements (Att A; Sch 1; Col (5)) 
Net Accumulated Depreciation 

Net Plant in Service 

Pre-tax Rate ofRetum2 

Return on Investment 

Property Tax Expense3 

Annual Depreciation Expense(Att A; Sch 1; Col (8)) 
2013 Net Plant Investment 
2014 Net Plant Investment 
2015 Net Plant Investment 
2016 Net Plant Investment 
Total Annual Depreciation Expense 

201 7 Cumulative Revenue Requirement 

Less: 2016 Cumulative Revenue Requirement 
201 7 Revenue Requirement 

Water Revenues per DW 13-13<>5 

2017 Revenue Surcharge % 
2017 Cumulative Revenue Surcharge % 

Customer Impact 
5/8 Inch Meter Monthly Charge 
Volumetric Charge 
Average Single Family Residential Usage (CCF) 
Average Monthly Usage Charge 
Total Average Monthly Charge 

Average Monthly $ Impact per Customer of 2017 Surcharge 

$ 

$ 

@ 

Actual 

2013 2014 

1,960,879 $ 2,871,915 
(194,024) (285,975) 
{25,813} {754} 

1,741,042 2,585,186 

14,872 29,744 
21,057 

14,872 50,801 
(194,024) (285,975) 
{25,813} {754} 

(204,965} (235,928} 

1,946,007 $ 2,821,114 

$28.17 per $1,000 

Average Monthly $ Impact per Customer of 2017 Cumulative Surcharge 

201 7 Surcharge 7 ofl5 

2015 

$ 5,162,295 
(516,229) 

4,646,065 

29,744 
42,114 
37,527 

109,385 
(516,229) 

(406,845} 

$ 5,052,910 

Projected 

2016 

$ 5,364,347 $ 
(536,435) 

4,827,912 

29,744 
42,114 
75,054 
38,945 

185,857 
(536,435) 

{350,578} 

$ 5,178,490 $ 

x 
$ 

$ 

$ 

$ 

$ 
$ 

$ 
$ 

$ 
$ 

Total 

Attachment A 
Schedule 2c 

15,359,435 
(1,532,664) 

{26,567} 
13,800,205 

104,105 
105,284 
112,581 
38,945 

360,915 
(1,532,664) 

{26,567} 
{1,198,316} 

14,998,521 

6.17% 
925,153 

422,508 

29,744 
42,114 
75,054 
77,890 

224,802 

1,572,463 

{1,029,270} 
543,192 

27,689,214 

1.96% 
5.68% 

20.34 
3.30 
7.88 

26.00 
46.34 

0.91 
2.63 

4/10/2015 1:55 PM 



Notes: 

DW 15-043 
PENNICHUCK WATER WORKS, INC. 

PROJECTED CALCULATION OF 2017 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015 - 2016 

1 The half-year convention for depreciation expense is employed whereby one-halfofthe annual depreciation 
expense is recorded in the first and last year of an asset's service life. 

2 Calculation of Pre-Tax Rate of Return (Based on PWW's Rate Filing in DW 13-130) 
Weighted Cost Tax Multiplier Pre Tax Cost 

Debt 5.59% 1.000 5.59% 
Equity 0.35% 1.656 0.58% 

5.94% 6.17% 
3 Combined City of Nashua 2014 Mill Rate of$21.57 and State Utility Property Tax Rate of$6.60. 
4 Attachment A; Schedule 2b 

'Base rate revenue requirement approved in DW 13-130 by Commission Order No. 25,693 (7/15/14). 

201 7 Surcharge 8 of IS 
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DW 15-043 

PENNI CHUCK WATER WORKS, INC. 
PROJECTED CALCULATION OF 2018 WICA SURCHARGE 

FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015- 2017 

Plant Investment 
Gross Plant Investment (Att A; Sch 1; Col (2)) 
Less: Cost of Removal (Att A; Sch 1; Col (3)) 
Less: Plant Retirements (Att A; Sch 1; Col (5)) 
Net Plant Investment 

Accumulated Depreciation 

Depreciation Expense 1 (Att A; Sch l; Col (8)): 
2013 Net Plant Investment 
2014 Net Plant Investment 
20 15 Net Plant Investment 
2016 Net Plant Investment 
2017 Net Plant Investment 
Total Depreciation Expense 
Less: Cost of Removal (Att A; Sch I; Col (3)) 
Less : Plant Retirements (Att A; Sch I; Col (5)) 
Net Accumulated Depreciation 

Net Plant in Service 

Pre-tax Rate of Retum1 

Return on Investment 

Property Tax Expense 1 

Annual Depreciation Expense(Att A; Sch I ; Col (8)) 
2013 Net Plant Investment 
20 14 Net Plant Investment 
2015 Net Plant Investment 
2016 Net Plant Investment 
2017 Net Plant Investment 
Total Annual Depreciation Expense 

2018 Cumulative Revenue Requirement 

Less: 2017 Cumulative Revenue Requirement 
2018 Revenue Requirement 

Water Revenues per DW 13-130S 

2018 Revenue Surcharge % 
20 18 Cumulative Revenue Surcharge % 

Customer Impact 
5/8 Inch Meter Monthly Charge 
Volumetric Charge 
Average Single Family Residential Usage (CCF) 
Average Monthly Usage Charge 
Total Average Monthly Charge 

Average Monthly$ Impact per Customer of2018 Surcharge 

$ 

$ 

@ 

Actual 

2013 

1,960,879 $ 
(194,024) 
p5,813} 

1,741,042 

14,872 

14,872 
(194,024) 
{25,813} 

{204,965} 

1,946,007 $ 

2014 

2,871,915 
(285,975) 

{754} 
2,585,186 

29,744 
21,057 

50,801 
(285,975) 

{754} 
{235,928} 

2,821 ,114 

$28.17 per $1,000 

Average Monthly $ Impact per Customer of 2018 Cumulative Surcharge 

2018 Surcharge 9ofl5 

2015 

$ 5,162,295 
(516,229) 

4,646,065 

29,744 
42,114 
37,527 

109,385 
(516,229) 

{406,845} 

$ 5,052,910 

Projected 

2016 

$ 5,364,347 $ 
(536,435) 

4,827,912 

29,744 
42,114 
75,054 
38,945 

185,857 
(536,435) 

{350,578} 

$ 5,178,490 $ 

2017 

4,483,247 $ 
(448,325) 

4,034,922 

29,744 
42,114 
75,054 
77,890 
32,601 

257,403 
(448,325) 

{190,922} 

4,225,844 $ 

x 
$ 

$ 

$ 

$ 

$ 
$ 

$ 
$ 

$ 
$ 

Attachment A 
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Total 

19,842,682 
(1,980,988) 

{26,567} 
17,835,127 

133,849 
147,398 
187,635 
116,835 
32,601 

618,317 
(1,980,988) 

{26,567} 
{l,389,238} 

19,224,365 

6.17% 
1,185,815 

541,550 

29,744 
42,114 
75,054 
77,890 
65,202 

290 004 

2,017,369 

{l,572,463} 
444.906 

27,689,214 

1.61% 
7.29% 

20.34 
3.30 
7.88 

26.00 
46.34 

0.74 
3.38 
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DW 15-043 
PENNICHUCK WATER WORKS, INC. 

PROJECTED CALCULATION OF 2018 WICA SURCHARGE 
FOR COMPLETED CONSTRUCTION YEARS 2013 - 2014 
and PROJECTED CONSTRUCTION YEARS 2015 - 2017 

1 The half-year convention for depreciation expense is employed whereby one-halfofthe annual depreciation 
expense is recorded in the first and last year of an asset's service life. 

2 Calculation of Pre-Tax Rate of Return (Based on PWW's Rate Filing in DW 13-130) 
Weighted Cost Tax Multiplier Pre Tax Cost 

Debt 
Equity 

5.59% 1.000 
0.35% 1.656 
5.94% 

3 Combined City ofNashua 2014 Mill Rate of$21 .57 and State Utility Property Tax Rate of$6.60. 
4 Attachment A; Schedule 2c 

' Base rate revenue requirement approved in DW 13-130 by Commission Order No. 25,693 (7/15/14). 
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5.59% 
0.58% 
6.17% 
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DW 15-043 
PENNICHUCK WATER WORKS, INC. 

SUMMARY OF WICA SURCHARGE CALCULATIONS 
FOR APPROVED 2014 WICA SURCHARGE, PROPOSED 2015 WICA SURCHARGE 

and PROJECTED 2016 - 2018 WICA SURCHARGES 

Actual PrO(!OSed Projected 

2014 2015 2016 2017 

SUMMARY OF CALCULATIONS ~Att A; Sch's 2~ 

Annual Revenue Requirement s 181,151 s 319,047 s 529,073 s 543,192 
Cumulative Revenue Requirement s 181,151 500,1 98 s 1,029,270 s 1,572,463 

Annual Revenue Surcharge % 0.67% 1.15% 1.91% 1.96% 
Cumulative Revenue Surcharge % 0.67% 1.81% 3.72% 5.68% 

Annual Average Monthly S Impact per Customer s 0.31 s 0.53 s 0.89 s 0.91 
Cumulative Average Monthly$ Impact per Customer s 0.31 s 0.84 s 1.72 $ 2.63 

PER ORIGINAL FILING: 

Annual Revenue Requirement s 181,151 s 348,629 s 531,667 s 545,504 
Cumulative Revenue Requirement s 181,151 $ 529,779 s 1,061,446 s 1,606,950 

Annual Revenue Surcharge % 0.67% 1.26% 1.92% 1.97% 
Cumulative Revenue Surcharge % 0.67% 1.91% 3.83% 5.80% 

Annual Average Monthly$ Impact per Customer s 0.31 s 0.58 s 0.89 $ 0.91 
Cumulative Average Monthly$ Impact per Customer s 0.31 s 0.89 $ 1.78 $ 2.69 

Summary II of 15 

s 
s 

s 
$ 

$ 
s 

s 
$ 

2018 

Attachment A 
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444,906 
2,017,369 

1.61% 
7.29% 

0.74 
3.38 

451,678 
2,058,628 

1.63% 
7.43% 

0.76 
3.45 
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Pennlchuck Water Works, Inc. 
2014 WlCA Water Main Prajed Stat111 
1/ZJ/2015 

PROJECTED PROJECTED 
LENGTH ASOF lENGTHAS OF 

ANTICIPATED FINAL 
PROPOSED PAVING corn IN 

EXISTING PIPE NEW PIPE ORIGINALWICA ZOlS FDR 2014 
Wartl: Order ORIGINAL JUNEZOl4 ENDOFZOl4 DIAMmR DtAMmR FILING ESTIMATED COST END OF YEAR usm AND USEFUL 

PIPE SEGEMENT OR PROJECT NAME CITY/TOWN Number MATERIAL LENGTJt rnm rnm IFEm !INCHES I !INCHES I ESTIMATED am AS OF JUNE 2014 12ou1 corn PROJECTS 

8'1dwin St - Bndro/RR tro•• nr NASHUA 

Billdwin Street' NASHUA 

Park St NASHUA 

taurtSt NASHUA 

Foundry Street1 AMKERST 

Moc.I< Hll Road (Brldre tros'"11I' AMHEllST 

Beston Post RDild AMHERST 

cross St AMHERST 

Bure St NASHUA 

Eklri<e5t NASHUA 

Grove Street NASHUA 

Oak Street NASHUA 

Robinson Court NASHUA 

RidreStreet1 NASHUA 

Cross Street NASHUA 

Broad Street NASHUA 

NlnthStr .. t' NASHUA 

Mulberry Street' NASHUA 

Belmont Street NASHUA 

Fairmount Street1 NASHUA 

Temofe Street' NASHUA 

frJnktin Street1 NASHUA 

1300347 
1400207 

1400207 
UD0216 
1400205 
1300217 
1400204 

1401073 

1401072 

1401070 

1400209 

1402912 

1402916 

1402913 

1402914 

1400208 

1402915 

1400210 

CA5T lllON 
UNLINED !DD 

CA5T lllON 
UNLINED 1,198 

CA5TIRON 
UNLINED 312 

CA5T IRON 
UNLINED 435 

TRANSITE 1,465 

TRANSITE 150 

TRANSITE 2,052 

TRANSITE 410 
CA5T IRON 
UNUNED l,160 

CA5T IAON 
UNLINED 410 

CA5T IRON 
UNLINED 260 

CA5TIRON 
UNLINED 520 

CA5TIRON 
UNUNED 260 

CA5TIRDN 

v.c..a Ano"°""'- 325 11dd-forR4H-
lSO 

I 
260 

GALV.mEL 
LINED 

CA5TIRDN 
UNLINED 

CA5TIRON 
UNLINED 

CA5T IRON 
UNLINED 

CA5TIRON 
UNLINED 1,030 

CA5T IRON 
UNLINED 2&4 

TolllLF· 12.961 

Service Repliicemenu· · 
Hyctl'Jnt Repliit.emenu• . 

m 176 8 4 s 84000 s 84,000 s 

1,620 1,620 8 12 s 280,000 s 280,000 

312 312 6 12 s 6B,9SD $ 68,950 $ 

435 435 8 12 $ 47,0DD $ 47,000 $ 

6 8 $ 234,400 S· $-

300 6 12 s 70,SDO $ 141,000 $-

2052 2,052 6 12 s 47L960 S 471960 s 

410 410 4 6 $ 65,600 s 65,600 $ 

l.160 l.160 6 12 s 537,200 s 537,200 s 

410 410 6 6 s m ,500 S 141,500 s 

260 260 4 4 s 49,400 s 49,400 s 

520 520 4 6 s 106,600 s 106,600 s 

260 260 2 4 $ 91.800 s 91,900 s 

4 4 s 71500 $- $-

350 l50 6 6 s 11000 s 77,000 s 

260 260 6 8 $ BUOO S 81,900 $ 

627 2 4 $- s 102,000 $-

50 8 8 $- s 46,500 $-

372 372 8 8 $- $ 74,360 s 

215 6 4 $- s l7.S00 

1,030 10 12 $ 278,100 $ 271,100 s 

24 24 s 131,735 $- s 
12.119 10.597 PrDlededTot1ISS • S 2.905.145 s Z.791470 s 

28 l!I $1.962 • $ 54,936 $ 54,936 

1!1 $5,700 = $ 22,BOO S 22,BDO 

Plonninr/thange Order tantincencv' - S 145,257 $ 258,931 

lH041 $-

S· 

104,539 $ 

103,843 $ 

s-

$-

454 689 S· 

52,501 $-

896,827 s 

92,201 s 

SS 511 S 

118,819 s 

SS,528 S 

$-

134 710 $ 

188,BDl $-

$-

$-

97,113 s 

~ 

S· ""' 
$-

Z.744.191 s 

82,444 

lS,249 

TOlllEsllmotedWICA$$ln2014· $ l,268,131 $ l,261,131 $ 2,171,llS 

NOTES: 
1. Project Deh!rred until 2015 
2. Project postponed by Oty to Mure dote. 
l. Total project contingency set ilt 5" at the beginnin1of2014. Project contingency adjusted In June of 2014 ta result in projected WICA total stayfn1 the same as the ortinal filin1 

tantin1ency hu been eliminated from Yeor End!OR 2014 $$. These SS may ell.Inge subject to oudit. 
4. 2014 YHr end casts ~fleet Ktu11I $$ spent on 5 valve replamments, 21 service replacements iind 6 hydrant replacements 
5. Th~ Baldwin Street Pruject ls broken out Into two separate lint itlms based on the Different 511ments of the project but the cumb:ned pra;ect costs atl! shown on one line. 

::llJseri\Marl.:.A.Nay(or\AppDm\LoW\Micmsoft\Windo"11Temporuy iDl<mel Files'Conl<DLOotlool.'.QOOJCZYN'l'Copy ofDW IS-Oil PWW -Proposed WICA SureJwie Caleulllioo per Company and Staff 

4,084 

4,506 

40,681 

5,206 

l 166 

S,978 

2,132 

4,827 

6942 

""' 77.Sll '. 

PIPE AGE 
AGE OF USEFUL 

PIPE LIFE 

1938 10 

1938 10 

1890 10 

1931 10 

l9SD 10 

1950 10 

1911 40 

1950 40 

1892-1906 10 

188B 10 

1888 10 

1887-1924 40 

1888 40 

1092-1959 40 

1891 10 

1903 10 

1952.1957 SD 

1932 10 

1937 70 

1887 10 

1908 BS 

1897 100 

CcdlOlllDYOd · pro}e<t 
notCIJIT4ll!led 

FULLY 
DEPREC 

YES 

YES 

YES 

YES 

NO 

NO 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

1 

EXPLANATION 

Attachment 8 
Pa1e laf4 

COMPLl!t - & d of Yw com,.. the toe.I coslJ for tlus ltnlroad cnwin1 project as ~•II ts 

lhe Baldwin Sum ~.iu nwn oro1oc1 bei<n< 
J;!!,M.IY!J . Final design required SlgntfiCllll ehanp in tlu: IDllt< of the ~11<1 main in 
r-NnfttlMcnn to melinunan des1m RR fees ~•ter than antic1oated 
USED AND USEFUL . Larger water mam than planned and alternate route w/easemcnts due to 
eonOielJ in Mun St Fulll lll\1lll! ID be comolel<d in 2015, 
USED AND USEFUL· Multiple da) difficulties \\i th shutdo"11s ~ resorted to lnser1ion v1ke 
andoi<hl \\<irl:. Fioal oawirto be completed in ZOil 

Pcttooned bv Town of Amhmt until 2015 

Postponed by Town of Amhmt unbl 2015 

COMPLFTF 

COM PLITT 
USED AND USEFUL· underestimated - lids ""' hi&her than expected Final Paving to be 

'"""""""' in2015 

usm AND USEFUl. Fulll M~•• ID be eomolel<d m 20IS 

USED AND USEFUL. Fulll Divin• ID be eomo:el<d DI 2015. 

USED AND USEFUL-Fulll llllWIR ID be eomolel<d m 2015 

Blcls well! law« thin °..-ec1. usm AND USEFUL· Fulll mVU11tobeeomolel<din2015 

IPnmroned indefinit.lv 
l dap of uniintJdpited rtctce remOVilf inaHsed the prfct on this project. USED AND 
USEOIJL. Fulll Dl\inl ID be completed in 2015. 

USED AND USEFUL· multiole DIDtn• d.ao...t c:aUJed by ele\11tion r:onni<IJ \vilh Je\\<r. 

66 

Project part al titv ffilD4 5<wor reoi.c.m.nt •-11m. Wort to be comofeted In 2015 

USED AND USEFUL · Fioal oavin• ID be c:ompfel<d in ZOIS. 

Prolect o•rt of titv mlD4 Sewer ll!plocement oromm. Work to be completed In 2015 
City needs ta determine 1 caurse of iictlon for the sewer once they have 1:1 the dit1. The 
Citv's decision win dictlte our caurse of action. 

Po"""ned indefinitely 

ZOl41'rojeets 
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Pennichuck Water Works, Inc. 
Proposed 2017 WICA W•ler M•in Projects 

,..,,.,,.....,. 
""'"' ............ ............ 

"'f S[GIMOO DI PIOllC1' NMW: tm/IOWN MAltlllAL lR11l llN<>tUI ll"DtDI 
-st-IDlldCo<ol NASHUA CAST Ill.ON UHllHlD IOU I II 

v.tMoellerstrett_ .......... , NASHUA CAST •DNUMJHfD ,,. • I 
....,.......,cr..,....,....,.a,~ NASHUA aMENT UNED m u ... • I 

Shedds Amu ~to Wlranlfl') NASHUA ctMENT UNED Stf.El lll! l • ---ta- NASHUA CAST tlON UNllN(O 106 • I 

ProdorShtl ~to end) NASHUA aMOOi...IEDmu "' I • 
lllivanlystrett-ID""'1 ....... CfM(f{f lWED mn ,.. l • __ (U_to_) ....... US1' llON UM.MD 1 ... ... I 

GlllSlrM_ID_ NASHUA CAST IRON UNI.WED 1000 • I 

T1'omu SllHI (lfllnn lo lld<oon) NAS>tUA CAST lRCIN UNlftlD ... • • 
-S1rnt-to~ NASHUA CAST lRDN UNLMD '°' • • ---m-n) NASHUA CAST !AON UNUNfD 149!1 • I ---ta-') NASHUA CAST llDN UNUPftD 1724 • I 

a.rry strHt (llcK1• h:I fftd) NAS•UA CAST llON UNUNED "' • • 
Coppsnol(G""ID-1 """"" CASTIRONUNUNIO lS9 • • 
Gnysmt(G"'to-) NAS•UA CAST llOH UNUNt:D !SI • ' 
-"" ... ~"411111 

NA!ttUA CAST llON UM.IHED ""' • • ·---.. - NASttUA CAST •ON UHUNlD ,,. 
' I 

·---.. Spa-
NASttUA CAST llON UNUNED •JO • ' Colun- NASttUA -· .. 515 l • 

Tot.ILi· U,111 , ..... 
v .. 11p11cements1• ! • $ 4,571 . __ _.. 

ll • $ l.!144 _.......,_._ • II $ !.561 ... ,,,..............., .. 
'""' _.,. WICA $$~IOU· 

1. Mattrt.al krtqity · btlrlol 1pointfDrudlbre1tlnthtlut20yem. 
l . lSO Fire htlnp · Antqal 1 foreldl soaom thatthellow lnthe WJtmnlin bftsstNnthe t50 reqund~ 
l ,...rof5ervlc2. Valve andhymvcrtpiaantntslsthe wtnel!ofthtpui s ve•rs. Thtaveracemstfot 1adl ttP,aC2fl\eflttypesbthe1V1/'lfl ant fat 2014 
4.. The Qty typcaUy to 1ikb to lb FY buditts l'ltW pro/Kb far the Slcond hJM! or the: a 1erw:iar Yllf with projldfd f'tlt rt profeds In J~ of 1adl ye• 

l/6/lOlS 

mtMATID COST 

5 )9),000 

$ 121.000 

$ 119,000 

$ 50,000 

$ IS.000 

$ 31.000 

$ '1.000 
$ 608,000 

$ !14.000 

$ 114.000 

$ m.ooo 
$ 411,000 

$ 411,CIOl 

$ 51.000 

$ 91,000 

s 17.000 

$ 41.000 

s 144.000 

$ 144.000 
$ "'~ 
$ .. .., ..... 
$ u.m 
$ '7,721 

$ -$ , ...... 
$ ..... ~., 

MWn11ntmmpiet1replamntn1cilMl lN!MwftfntheOtyf'l'sQmltlwwtttnam. Amntfr\lancyof IOI barrildtolCaUl1forttis. 

........ 
UH-mo 

tau 1!14 

1!24 

1941 

1929· igco 

1912 1940 

IMO·l!S4 

18811940 

1111 

1D2- 1D 

1191 

1910 1914 

"" 19lfi 

!Jll7 

!Jlll 

1921 
1190. 1924 

1189 . ]UIJ 

"" 

\llomlld~O...\IAAl'M;.-ft>W-IT<••o•">"*""'f°oleo'l:ootaol~otDWIS.00 PWl\ ......... WICASmd>mJe~p<rc-p.ny..ts..ft' 

Attachment B 
P11t.tof4 __ ... 

Si*tat.alprlorto 1ncW1111nJ01c.201• ....... . .... WATU Rll nanCTION -"h!iftoef•5tonn --- ......... WICA ,nt)lds flld In 

USUUlUft FUUYDIPltlC - UYCUST11MD! QUAUTY RDWS' ........ - ..... - !UTIU -- ...,.,. 
10 "' ... 
10 "' Yrs 2015 

10 YES ... .. YES YH • l01' 

10 YES Yn201S .. m Yn 1015 .. "' 'f'n · 2015 

10 "' Yu · 2016 .. "' Toll!Olt2ft~ Y11·2015 

10 "' tomblnatlanoffuftft Yti · 201S 

10 YES lond1ndfutw'tSRf ... 
ID "' 

........ ... 
10 "' ... .. "' ... 
10 "' ... 
70 "' ... .. "' ... .. "' ... .. "' 0 0 l l ... .. "' ll JI ll ... 

lOIS.2017 WICA ""'Fb 



NHPUC NO. 6 Water 

PENNICHUCK WATER WORKS, INC. 

First Revised Page 48 

Superseding Original Page 48 

WATER INFRASTRUCTURE AND CONSERVATION ADJUSTMENT 

In addition to the net charges provided for in this Tariff, a Water Infrastructure and 
Conservation Adjustment ("WICA") surcharge of-h9-l-l.81~% will apply to all bills issued 
on or after June 1, 2015. 

I. General Description 

Purpose: To recover the fixed costs (depreciation, property taxes and pre-tax 
return) of certain Commission-approved non-revenue producing system improvement 
projects completed and placed in service and to be recorded in the individual accounts, as 
noted below, between base rate cases. In addition, WICA provides the Company with the 
resources to accelerate asset replacement for infrastructure for the purpose of improving or 
protecting water quality and the reliability of service and to comply with evolving regulatory 
requirements imposed by the Safe Drinking Water Act. 

Eligible Property: The WICA-eligible property will consist of the following: 

~Services (account 333), and hydrants (account 335) installed as in­
kind (i.e., same size) replacements for customers; 

fftttffi.s-Mains and valves (account 331) installed as replacements for existing 
facilities that have either reached the end of their useful ·Jife, are worn out or are 
in deteriorated condition, 

maifl-Main cleaning and re-lining projects and relocations that are non­
reimbursable (account 331); 

re13leeement Replacement of pressure reducing valves (accounts 309, 331 ); 

II. Computation of the WICA' 

Calculation: The charge effective for all bills issued on or after June 1, 2015, 
will be ,.calculated to recover the fixed costs of eligible plant additions- not pre¥iaHS~' 
fefleeteElpreviously reflected in~ the Company's rate base end plaeeEland placed in service 
between January l; 2013 and December 31, 2014. Thereafter, the WICA will be updated on an 
annual basis to reflect eligible plant additions placed in service during the prior calendar year. 
twel'le manth periaEl enEliHg fi¥e maeths prier la the effeelive Elate af eeeh WICA tJpElete, 
whieh will be en Mey 1. Thus, changes in the WICA rate will occur as follows: 

Issued : __ ,2015 Issued by:----------
Donald L. Ware 

Effective: __, 2015 Title: Chief Operating Officer 



NHPUC NO. 6 Water 

PENNI CHUCK WATER WORKS, INC. 

Effective Date GH>tWltA 
WlCAChange 

June 1 

First Revised Page 49 

Superseding Original Page 49 

Date To Which WICA Eligible 
- -Plant Additions Reflected 

December 31 

The fixed costs of eligible infrastructure system improvement projects will consist of 
depreciation, property taxes and pre-tax return, calculated as follows: 

Depreciation: The depreciation expense will be calculated by applying the 
depreciation rates employed in the Company's last base rate case for the plant accounts to the 
original cost of WICA-eligible property minus the corresponding retirement unit recorded, and 
giving consideration for any applicable cost of removal on a project by project basis. 

Property Taxes: For the first year that a WICA for any particular project is in 
effect, the property tax expense will reflect an estimate of the tax expense for such projects 
based on the tax rate then in effect times the year ending net book value of the eligible WICA 
infrastructure improvement projects.,.,, If such property taxes will be due for only a portion of the 
calendar year, then the WlCA for the first year shall reflect only the property taxes projected to 
be paid. For the second and subsequent years that a WlCA for those projects is in effect, the 
WICA shall be determined using the property tax rate in effect at the end of the most recent year 
completed (the "tax rate"), and shall be applied to the cumulative pre tmt effest ef the Rentffl BR 
IR\•estmt.'fll fer vear ending net book value of all eligible all-WICA projects included from the 
first year thru the end of the current year., es it reletes ta the sals11lati0R ef flFefle~ tllK eitpeRse 
fer asnial llfRBliRlS ine11rree BR WICA prejeets. This till! rate will Ilise ee litil~ee iH the 
eale11lati0Rs ef the prejeelee e11ml:llatir;e effeel ef WICA prejests, iHsl11eiRg prejests aenially 
6BR1f!lete0 iR the first year llRS llR)' SliBSeEjlieRt aenial years ef the prejest5, llflS gir;iAg 
6liffll!ie.li"'e ifflpeet fer the Rentffl BR IR\'eSlmBRt fer three prejestee years' prejests, aRe the 
related prejeetee prejest easts RRe eale11latea easts ef aepresie.tieR. 

Pre-tax return: The pre-tax return will be calculated using the state and federal 
income tax rates. The cost of equity and debt will be the rates approved in the Company's last 
base rate case, DW 10-091, or a subsequent docket. 

Issued : ____, 2015 Issued by: ---------
Donald L. Ware 

Effective: __, 2015 Title: Chief Operating Officer 
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NHPUCNO. 6 Water First Revised Page 50 

Superseding Original Page 50 PENNICHUCK WATER WORKS, INC. 

WICA Surcharge Amount: The charge will be expressed as a percentage carried to two decimal 
places and will be ·applied to the effective portion of the total amount billed to each customer under 
the Company's otherwise applicable rates and charges. 

Where: 

III. Safeguards 

~\-+heFormula The formula for calculation of the WICA 
surcharge is as follows: 

WICA_= (ISi x PTRR) + Dep +PT 
BRWR 

ISI_= __ the original cost to the Company of eligible infrastructure system 
improvement projects less accumulated Eleereeiatiea 
..depreciation. 

PTRR"' _the pre-tax return rate applicable to eligible infrastructure system 
improvement projects. 

Dep_= _ annual depreciation expense related to 
eligible infrastructure system improvement 
projects. 

PT_= annual property taxes related to eligible infrastructure 
____ system improvement projects. 

BRWR= _-base retail water revenues as approved by the 
Commission in the Company's last rate proceeding, DW 
I 0-091, or a subsequent docket. 

Annual updates: Supporting data for each annual update 
will be filed with the Commission and the Office of 
Consumer Advocate ainel)' (9Q) days prier no later than 
January31. 

Cap: The amount of the WICA applied between general rate case filings shall 
not exceed seven and one-half percent (7.5%) of the Company's annual retail water 
revenues as approved in its most recent rate filing, and shall not exceed two percent (2%) of 
such revenues for any twelve-month period. 

Issued : __ , 2015 Issued by : ---------
Donald L. Ware 

Effective: __, 2015 Title: Chief Operating Officer 
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PENNICHUCK WATER WORKS, INC. 

First Revised Page 51 

Superseding Original Page 51 

Audits: The WICA will be subject to audit prior to the determination by the 
Commission. 

New Base Rates: The WICA charge will be reset at zero as of the effective date of new 
base rates that provide for prospective recovery of the annual costs that had theretofore been 
recovered under the WICA. Thereafter, only the fixed costs of new eligible plant additions that 
have not previously been reflected in the Company's rate base;base would be reflected in the 
annual updates of the WICA. 

Customer Notice: At least thirty (30) days in advance of a WICA filing, the 
Company will notifv Customers of the filing by including an explanatory bill insert with the 
bills. Before sending. the Company will review the notice with the Commission's 
Consumer Affairs division. Customers shall also be notified of changes in the WlCA by 
including appropriate information with the first bill they receive following any change. 
iRferm C11st0mers afthe filiRg ey iRel11eiRg a message eR ~sills. C11stemers shall be 
Ratified ef ehaRges iR the WICA ey iael11diHg liflf!F0f!Aate iafermatieR with the first bill 
they reeeive fellawiag 11f1Y ehange. 

Notice of Project Substitution: If, after the Company has received Commission 
approval for Year 1 projects, because of changed circumstances or significant new 
information the Company plans to undertake projects in Year 1 that were not included 
on the list of approved WICA projects for that year or it has decided not to proceed with 
one or more projects that were included on the Commission-approved list, it shall notify 
the Commission and all parties to the proceeding in which the list ofWICA projects 
was approved that the Company plans to add to or delete projects and the reason for the 
proposed changes, in accordance with the following schedule. The Company will 
submit updates for approved WICA projects for that year, based upon information 
known on a year-to-date basis, from the beginning of the year through the following 
effective dates, on the associated reporting dates: 

Effective Date 
March 31 
June 30 
September 30 
November 30 

Issued : _, 2015 

Effective: __, 2015 

Reporting Date 
April 15 
July 15 
October 15 
December 15 

Issued by: ---------
Donald L. Ware 

Title: Chief Operating Officer 



SERVICE LIST - EMAIL ADDRESSES - DOCKET RELATED

Pursuant to N.H. Admin Rule Puc 203.11 (a) (1): Serve an electronic copy on each person identified on
the service list.

Executive.Director~pue.nh.gov

achesley@devinemillimet.com

amanda.noonan@puc.nh.gov

caro1ann.howe@pennichuck.com

donald.ware@pennichuck.com

james.brennan~oca.nh.gov

john. boisvert@pennichuck.com

john.patenaude~penniehuck.com

larry.goodhue@pennichuck.com

mark.naylor~puc.nh.gov

ocalitigation@oea.nh.gov

rorie.patterson@puc.nh.gov

steve.frmnk~pue.nh.gov

susan.chamberlin~oca.nh.gov

tgetz~devinemillimet.com

Docket 4: 15-043-1 Printed: April 17, 2015

FILING INSTRUCTIONS:

a) Pursuant to N.H. Admin Rule Puc 203.02 (a), with the exception of Discovery, the 7 copies, as well as an
electronic copy, of all documents including cover letter with: DEBRA A HOWLAND

EXECUTIVE DIRECTOR
NHPUC
21 S. FRUIT ST, SUITE 10
CONCORD NH 03301-2429

b) Serve an electronic copy with each person identified on the Commission’s service list and with the Office of
Consumer Advocate.

c) Serve a written copy on each person on the service list not able to receive electronic mail.


