ATTACHMENT 1

STATE OF NEW HAMPSHIRE EXHIBIT
BEFORE THE S
PUBLIC UTILITIES COMMISSION g
—20
DW 15-209 / DW 15-422

LAKES REGION WATER COMPANY, INC.

SETTLEMENT AGREEMENT

L. INTRODUCTION

This Settlement Agreement (“Agreement”) is entered into this _ day of October,
2016, by and among Lakes Region Water Company, Inc. (“Lakes Region” or “Company”), the
Office of the Consumer Advocate (“OCA”), and the Staff (“Staff”’) of the New Hampshire Public
Utilities Commission (“the Commission”), collectively (the “Settling Parties™), with the intent of
resolving the issues discussed herein. This Settlement Agreement constitutes the
recommendation of the Settling Parties with respect to the Commission’s determination of
permanent rates.

II. PROCEDURAL BACKGROUND

On August 5, 2015, Lakes Region submitted a rate filing including proposed tariff pages
and schedules to the Commission requesting a permanent increase in its annual water revenues
from general metered and unmetered customers of $398,274, or 38.18%. The Company’s rate
filing was assigned Docket No. DW 15-209. On August 17, 2015, the Company filed a Petition
for Temporary Rates with the Commission seeking approval for an increase in its annual water
revenues from general metered and unmetered customers on a temporary basis of $221,487, or
21.23%.

On September 4, 2015, the Commission issued Order No. 25,809 which suspended Lakes

Region’s proposed tariff pages and scheduled a prehearing conference on September 30, 2015 to
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Dockets Dyv 15-209 / DW 15-422 DW 15-209 / DW 15-422 ATTS%%%%&Ia%hment JPL-1
Lakes n*jeergt';'; paier Company. Inc LAKES REGION WATER COMPANY, IN . Schedule 1
PERMANENT RATES
REVENUE REQUIREMENT

Rate Base (Schedule 2; Column 8) EXHIBIT $ 3,028,099
F+=7/3
Rate of Return (Schedule 1a) X 7.70%
Operating Income Requirement (See Schedule 3; Column 10) 233,041
Less: Proforma Test Year Operating Income (Schedule 3; Column 8) (422,049)
Revenue Deficiency / (Surplus) Before Tax Effect (See Schedule 3; Column 9) (189,008)
Tax Factor (Schedule 1b) + 60.39%
Revenue Deficiency / (Surplus) After Tax Effect (See Schedule 3; Column 9) (312,980)
Add: Water Revenues from General Customers Proposed by Company (Schedule 3; Column 5) 1,459,817
Water Revenues from General Customers Proposed by Staff (See Schedule 3; Column 10) 1,146,837
Less: Actual Water Revenues from General Customers (Schedule 3; Column 1) (1,043,143)
Proposed Increase in Annual Water Revenues from General Customers $ 103,694
Percent Increase in Annual Water Revenues from General Customers 9.94%
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Lakes Region Water Company

2017 Actual Rate of Return Calculation

Plant in Service

Less: Acquisition Adjustment

Net Cost

Accumulated Depreciation

Plus: Accumulated Amortization of Acq. Adj
Total Net Utility Plant

Material & Supplies

Prepayments - Other

Prepaid Taxes

Deferred Assets - DW 07-105 Investigation
Accumulated DIT - Depreciation

Net Contribution in Aid of Construction*

Subtotal

Cash Working Capital
All divisons except TWW 861,179
TWW (9,649)

Net Cash Working Capital

Total Average Rate Base

Net Operating Income

Actual Rate of Return

Authorized Rate of Return

Required Net Operating Income

Additional Net Operating Income Required

Source: 2017 PUC Annual Report

SPSt. Cyr
3/30/2018

Actual
12/31/2017

$6,225,342
(276,596)
$5,948,746
(1,964,053)
189,932
$4,174,625
15,260
0
20,197
39,090
(205,000)

(592,962)

$3451,210

20.55%
20.55%

Actual
12/31/2016

$5,608,702
(254.025)

$5,354,677
(1,822,525)

183,472

$3,715,624

9,805

0

14,273

49,070

(128,000)

(587,479)

$3,073,293

$176,972

($1,983)

Attachment #2

Average

$5,917,022
(265,311)

$5,651,712
(1,893,289)

186,702

$3,945,125

12,533

0

17,235
44,080
(166,500)

(590,221)
$3,262,252

$174,989
$3.437,241
$236,984

6.895%

7.490%
$257.449
$20.,465
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Lakes Region Water Company

2018 Actual Rate of Return Calculation

Plant in Service

Less: Acquisition Adjustment

Net Cost

Accumulated Depreciation

Plus: Accumulated Amortization of Acq. Adj
Total Net Utility Plant

Material & Supplies

Prepayments - Other

Prepaid Taxes

Deferred Assets - DW 07-105 Investigation
Accumulated DIT - Depreciation

Net Contribution in Aid of Construction*

Subtotal
Cash Working Capital
All divisons except TWW 896,800
TWW (13,782)
Net Cash Working Capital

Total Average Rate Base

Net Operating Income

Actual Rate of Return

Authorized Rate of Return

Required Net Operating Income
Additional Net Operating Income Required
Source: 2018 PUC Annual Report

SPSt. Cyr
3/27/2019

Actual
12/31/2018

$6,550,595
(276,689)
$6,273,906
(2,060,072)
197,147

$4,410,981
18,041

0

0

29,907
(330,000)

(576,788)

$3,552,143

20.55%
20.55%

Actual
12/31/2017

$6,225,342
(276,596)
$5,048,746
(1,964,053)
189,932
$4,174,625
15,260

0

0

39,090
(205,000)

(592,962)
$3,431,013

$184,292
($2,832)

Attachment #3

Average

$6,387,969
276.643
$6,111,326
(2,012,063)
193,540
$4,292 803
16,651

0

0

34,499
(267,500)

(684,874)
$3,491,578

$181,460

$3,673,038

$259,801

7.073%
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LAKES REGION WATER COMPAN

INC.

Attachment #4

TAX COMPUTATION

STATEMENT 6

1.
2.

4.

5.

7.
8.
9.
io.
11.
12.
13.

14.

TAXABLE INCOME . « ¢ ¢ & o ¢ o ¢ s » o =
LESSER OF LINE 1 OR FIRST BRACKET AMOUNT

LINE 1 LESS LINE 2 « + « o » s o o o o

LESSER OF LINE 3 OR SECOND BRACKET AMOUNT .

LINE 3 LESS LINE 4 . . + ¢ ¢ ¢ ¢« ¢ « o @

INCOME SUBJECT TO 34% TAX RATE . . . «
INCOME SUBJECT TO 35% TAX RATE . . . . .
15 PERCENT OF LINE 2 . « ¢« ¢« « « &+ o s+
25 PERCENT OF LINE 4 . « « ¢« « « + « &

34 PERCENT OF LINE 6 . . « « « ¢ + + & &
35 PERCENT OF LINE 7 . .« + « &« & & & o o
ADDITIONAL 5% SURTAX . ¢ « o « o s s o =
ADDITIONAL 3% SURTAX .+ &+ & « o o & & o«

TOTAL INCOME TAX

132,759
50,000
82,759
25,000
57,759
57,759

0
7,500
6,250

19,638

1,638

35,026

10350417 759259 5757
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STATEMENT(S) 6

2017.03030 LAKES REGION WATER COMPANY, 57571
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