PENNICHUCK WATER SPECIAL COMMITTEE
JUNE 14, 2022
6:30 PM

Aldermanic Chamber and via Zoom

Join Zoom Meeting: https://us02web.zoom.us/j/83480492021?pwd=bnBSWjRwbE5meCsvSDd2WVZyUFFIQT09
Meeting ID: 834 8049 2021
Passcode: 483662
By telephone: 1-929-205-6099

Meeting ID: 834 8049 2021

Passcode: 483662

If for some reason you cannot connect to Zoom, please contact us at (603) 821-2049 and someone will help you with
connectivity. The public may also view this meeting via Channel 16.

ROLL CALL
PUBLIC COMMENT
COMMUNICATIONS

From: Larry D. Goodhue, Chief Executive Officer of Pennichuck Corporation
Re:
Pennichuck Corporation – Request for Approval to Renew and Extend its Line of Credit with TD
Bank, N.A.
From: Larry D. Goodhue, Chief Executive Officer of Pennichuck Corporation
Re:
Request for Approval of Loans from the New Hampshire State Revolving Fund to Pennichuck Water
Works, Inc. – AMENDED from May 24, 2022 Letter
UNFINISHED BUSINESS
NEW BUSINESS – RESOLUTIONS
R-22-036
Endorsers:

Alderman Patricia Klee
Alderman-at-Large Michael B. O’Brien, Sr.
Alderman Richard A. Dowd
Alderman-at-Large Melbourne Moran, Jr.
Alderman Derek Thibeault
Alderman-at-Large Lori Wilshire
AUTHORIZING PENNICHUCK CORPORATION TO RENEW AND EXTEND ITS LINE OF CREDIT WITH TD
BANK, N.A.

R-22-039
Endorser:
Alderman Patricia Klee
AUTHORIZING PENNICHUCK CORPORATION AND PENNICHUCK WATER WORKS, INC. TO BORROW
FUNDS FROM THE STATE OF NEW HAMPSHIRE REVOLVING LOAN FUND
NEW BUSINESS – ORDINANCES
GENERAL DISCUSSION
PUBLIC COMMENT
REMARKS BY THE ALDERMEN
ADJOURNMENT

P E N N I C H U C K '
25 WALNUT STREET
PO BOX 428
NASHUA, NH 03061-0428
(603)882-5191
FAX (603) 913-2305
WWW.PENNICHUCK.COM

VIA EMAIL
May 6, 2022
Mr. Steven A. Bolton
Corporation Counsel
City of Nashua
229 Main Street
Nashua, NH 03060

Re:

Pennichuck Corporation - Request for Approval to Renew and Extend its
Line of Credit with T P Bank. N.A.

Dear Attorney Bolton:
Introduction. As you know, the City of Nashua, New Hampshire (the "City") is the sole
corporate shareholder of Pennichuck Corporation ("Pennichuck" or the "Company"). The City
has been the sole shareholder since the acquisition of Pennichuck on January 25, 2012.
The purpose for this letter is to request that the City, acting in its capacity as sole shareholder,
approve resolutions authorizing Pennichuck Corporation to renew its current $4 million working
capital line of credit which expires June 30, 2022, with a new two-year term, but reviewable
annually for renewal and extension, with terms and conditions as included in the term sheet, attached
as Attachment A Cto be treated as Confidential Information for Board of Aldermen usage only).
Background. As part of the City's acquisition of Pennichuck, in accordance with special
legislation enacted by the State Legislature, and as unanimously approved by the Mayor and Board
of Aldermen on January 11, 2011, the corporate structure of Pennichuck and its utility subsidiaries
was retained. This corporate structure was retained for several reasons. First, the Mayor and
Board of Aldermen desired to maintain stability and continuity for customers and employees of the
Pennichuck utilities and the communities they serve. Second, retaining the corporate structure
provided continuity for the existing relationships with regulatory agencies and financial/banking
partners. Third, the Mayor and Board of Aldermen unanimously agreed that the corporate
structure would encourage business-smart decisions and rely upon well-established governance
principles of corporate law, pursuant to Pennichuck's Articles of Incorporation and its by-laws.
Shareholder Approval of Borrowings Required. Under Article IX of Pennichuck's Articles of
Incorporation, the City, acting in its capacity as Pennichuck's sole shareholder, must approve:
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"(3) any action to (A) create, incur or assume any indebtedness for borrowed money
or guarantee any such indebtedness of any person, (B) issue or sell any debt
securities or warrants or other rights to acquire any debt securities of the
[Pennichuck] Corporation or any of its Subsidiaries, or (C) guarantee any debt
securities of any person."
Pennichuck Corporation Line of Credit. Pennichuck requests the City's approval to renew and
extend its existing Line of Credit which will expire on June 30, 2022, with a new two-year Line
of Credit, at the current limit of $4 million. This line of credit facility will continue to be used for
working capital purposes only. In conjunction with this, and in conformity with the approved
modified rate methodology for Pennichuck Water Works, Inc. (PWW) under NHPUC docket
DW 16-806 and DW 19-084, and the approved modified rate methodology for Pennichuck East
Utility, Inc. (PEU) under NHPUC docket DW 17-128 and DW 20-156, fixed asset line of credit
(FALOC) borrowings will be facilitated at those subsidiary companies, which will be repaid
annually in their entirety with term loans and/or annual bond issuances. This extension of the
current W/C Line of Credit will extend this facility to a new maturity date of June 30,2024.
Terms of the Line of Credit Borrowings. The replacement Line of Credit facility will include
the following terms:
•

Term: The proposed Line of Credit will expire as of June 30, 2024 and is
reviewable annually for renewal and extension by the Bank.

•

Interest Rate: Loans under the Line of Credit will bear interest at an annual rate
equal to the 1 Month Term SOFR plus 1.75%.

•

Renewal Fee: The Line of Credit will charge a renewal fee of $4,000.

•

Financial Covenants: The financial covenants that the Company must meet are
consistent with those under the Integrated Capital Finance Plan covenants at
PWW, as outlined as covenants 3 through 7 on the attached term sheet.
Additionally, the Company's PWW subsidiary must maintain a S&P bond rating
of at least BBB+ (currently PWW is rated as an A+ stable credit by S&P), and an
annual "out of debt" requirement is included, which requires the Company to
fully pay off any Line of Credit balance for at least 30 consecutive days during
each fiscal year.

•

Subordination: Consistent with the current line of credit, the Company's
obligations to the City under its existing Senior Unsecured Note.

•

Security: As currently exists, the Line of Credit will be secured by: the pledge of
stock of the subsidiary companies of Pennichuck Corporation (as is already in
place with the current expiring Line of Credit), as well as a pledge of the accounts
receivable and inventory of those subsidiaries, and additionally, the assignment of
the rights under the Money Pool Agreement and Cost Sharing Agreement, as
approved by the NHPUC for the regulated utilities of the Company.

•

Dividends: The Line of Credit will restrict payment of dividends to the City (the
Company's sole shareholder) only to those required to allow the City to meet its
obligations under the general obligation bonds issued to acquire the Company,
plus $500,000 in any year.

-3Approval by the Pennichuck Board of Directors. The Pennichuck Board of Directors has
approved the proposed replacement of the Line of Credit with TD Bank, N.A.
Purposes Served by the Line of Credit. The Company requires the proposed Line of Credit to
allow it to continue to meet its obligations to provide high quality water service to all of its
customers at affordable prices. The Company intends to draw upon the Line of Credit facility as
needed to fund current operations on an interim basis until such costs may be funded on a
permanent basis. A facility of this size is common for water utility operations of similar type and
size, excluding funding needs for ongoing capital and infrastructure improvements. The proposed
interest rate and terms are consistent with those required by current market conditions.
Requested Approvals. For the reasons described above, Pennichuck respectfully requests that
the City, acting in its capacity as sole shareholder of Pennichuck and pursuant to Article IX (3) of
Pennichuck's Articles of Incorporation, authorize the following actions:
RESOLVED, that the City hereby approves the renewal of Pennichuck
Corporation's existing line of credit facility, allowing for borrowing by
Pennichuck Corporation under its line of credit, in the aggregate principal
amount of up to $4,000,000.00 from TD Bank, N.A., pursuant to a senior line
of credit facility (the "LOC Facility"), for the purpose of providing advances
to be used for general corporate purposes.
FURTHER RESOLVED, that Pennichuck Corporation, its Board of Directors
and its Officers are severally authorized, empowered and directed to execute
and deliver, in the name of and on behalf of the Company, all documents
required to enter into the loan agreement governing the LOC Facility and
related documents and agreements (the "Agreement"), with such terms,
including exhibits and schedules to such Agreement, as may be deemed
necessary or advisable in the several judgment of the Officers executing the
Agreement, and to take all other actions as they deem necessary or desirable to
effect the LOC Facility and the Agreement and to carry out the purposes of
these resolutions.

Respectfully submitted,
PENNICHUCK CORPORATION

By:
Larry D. Goodhue
Chief Executive Officer

cc: Mayor James Donchess

P e n n i c h u c k
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May 26, 2022

Mr. Steven A. Bolton
Corporation Counsel
City of Nashua
229 Main Street
Nashua, NH 03060
Re:

I

Request for Approval of Loans from the New Hampshire State Revolving Fund
to Pennichuck Water Works, Inc. - AMENDED from Mav 24. 2022 Letter

Dear Attorney Bolton:
Introduction. As you know, the City of Nashua, New Hampshire (the "City") is the sole
corporate shareholder of Pennichuck Corporation ("Pennichuck"). The City has been the sole
shareholder since the acquisition of Pennichuck on January 25,2012.
The purpose of this letter is to request that the City, acting in its capacity as sole shareholder,
approve several resolutions authorizing Pennichuck's regulated public water utility subsidiary,
Pennichuck Water Works, Inc. ("PWW"), to borrow funds from the New Hampshire State
Revolving Fund (the "SRF Fund" or "SRF").
Background. As part of the City's acquisition of Pennichuck, in accordance with special
legislation enacted by the State Legislature, and as unanimously approved by the Mayor and
Board of Aldermen on January 11, 2011, the corporate structure of Pennichuck and its utility
subsidiaries was retained. This corporate structure was retained for several reasons. First, the
Mayor and Board of Aldermen desired to maintain stability and continuity for customers and
employees of the Pennichuck utilities and the communities they serve. Second, retaining the
corporate structure provided continuity for the existing relationships with regulatory agencies
and financial/banking partners. Third, the Mayor and Board of Aldermen unanimously agreed
that the corporate structure would encourage business-smart decisions and rely upon wellestablished governance principles of corporate law, pursuant to Pennichuck's Articles of
Incorporation and its by-laws.
Shareholder Approval of Borrowings Required. Under Article IX of Pennichuck's Articles of
Incorporation, the City, acting in its capacity as Pennichuck's sole shareholder, must approve:
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"(3) any action to (A) create, incur or assume any indebtedness for borrowed
money or guarantee any such indebtedness of any person, (B) issue or sell
any debt securities or warrants or other rights to acquire any debt securities
of the [Pennichuck] Corporation or any of its Subsidiaries, or (C) guarantee
any debt securities of any person."
Proposed Borrowings. Pennichuck requests the City's approval for two loans from the SRF
Fund to PWW. The specifics of these loans are described below:
•

under the proposal, P W W would enter into a new long-term loan from
the SRF Fund in the principal amount of $300,000 to fund the Twin
Ridge Interconnection Main project.

•

under the proposal, P W W would enter into a new long-term loan from
the SRF Fund in the principal amount of $240,000 to fund the Sweet Hill
Interconnection Main project.

Both of these projects pertain to community water systems in Piaistow, NH, serviced and
owned by PWW, and for which an interconnection to the new Piaistow Municipal Water
System is both economically advantageous currently and into the future, but also provides for
water quantity and quality issues that need to be addressed for those community water systems.
The Lender. The funds for these loans will be provided by the New Hampshire State Revolving
Loan Fund. The SRF Fund is administered by the New Hampshire Department of Environmental
Services ("NHDES"). The SRF Fund provides public and private water systems the opportunity to
borrow funds on favorable terms at interest rates that are below commercial loan rates. Pennichuck
has received confirmation from the NHDES that funding is available for these projects.
Terms of the Borrowings. The loans will have favorable terms, which will be reflected in a
written Loan Agreement and Promissory Note issued by PWW, as required by the SRF Fund.
Amounts advanced pursuant to the loans during the construction period will accrue interest at a
rate of 1 % per annum, and the total accrued interest will be due upon substantial completion of
the projects. The terms of the SRF Fund loans will require repayment of the loan principal plus
interest over a period not to exceed 20 years, commencing six months after the project is
substantially complete. The current interest rate on the SRF Fund borrowing is 1.256% per
annum, though the final rate is not locked in until the loans commence their repayment periods.
The loans will be unsecured. The corporate parent, Pennichuck, will provide an unsecured
corporate guaranty of the repayment of the loans in accordance with the terms of a Guaranty
Agreement.
Approval by Pennichuck and PWW. The loans to finance the projects and the guaranty of the
loans have been approved by the respective Boards of Directors of Pennichuck and PWW.
Pennichuck recommends that the City authorize (i) PWW to enter into the loans under the SRF
Fund, and (ii) Pennichuck to enter into the Guaranty Agreement for the loans.
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Other Approvals, As a regulated public utility, PWW must obtain approval of the loans from
the New Hampshire Public Utilities Commission ("NHPUC"), which will approve the loans if it
finds the loans to be consistent with the public good. PWW will file a petition for approval with
the NHPUC during the week of May 23, 2022 and expects the NHPUC to consider the petition
promptly. Under the SRF Fund, the loans must also be approved by the Governor and Executive
Council, which is anticipated to occur in July 2022.
Lower Costs Are Good for Customers. Pennichuck and its Board of Directors have
determined that the capital projects to be financed by the SRF Fund loans will allow PWW to
continue to provide safe, adequate and reliable water service to its customers on a cost-effective
basis. The terms of the financing through the SRF Fund are very favorable compared to other
alternatives and will result in lower financing costs than would be available under other debt
options. These lower financing costs will be passed on to customers.
Requested Approvals. For the reasons described above, Pennichuck respectfully requests that
the City, acting in its capacity as sole shareholder of Pennichuck and pursuant to Article IX(3) of
Pennichuck's Articles of Incorporation, authorize the following actions:
RESOLVED, that the City hereby approves the borrowing by Pennichuck Water Works,
Inc. of up to $300,000 from the State of New Hampshire pursuant to the State Revolving
Loan Fund to fund the Twin Ridge Interconnection Main project in Plaistow, NH;
RESOLVED, that the City hereby approves the borrowing by Pennichuck Water Works,
Inc. of up to $240,000 from the State of New Hampshire pursuant to the State Revolving
Loan Fund to fund the Sweet Hill Interconnection Main project in Plaistow, NH;
FURTHER RESOLVED, that the City hereby approves the guaranty by Pennichuck
Corporation of the payment by Pennichuck Water Works, Inc. of the loans authorized
in the prior resolutions; and
FURTHER RESOLVED, that the City hereby authorizes Pennichuck Corporation and
Pennichuck Water Works, Inc., their Boards of Directors, and their Officers, to take any
and all actions required to obtain all necessary approvals with respect to the actions
described in these resolutions and to execute and deliver such documents as are
necessary to effect the SRF Fund loans and the guaranty described in these resolutions.

Respectfully submitted,
PENNICHUCK CORPORATION
By:
Chief Executive Officer
cc. Mayor James Donchess

R-22-039

RESOLUTION
AUTHORIZING PENNICHUCK CORPORATION AND PENNICHUCK WATER
WORKS, INC. TO BORROW FUNDS FROM THE STATE OF NEW HAMPSHIRE
REVOLVING LOAN FUND

CITY OF NASHUA
In the Year Two Thousand and Twenty-Two
WHEREAS, the City of Nashua is the sole shareholder of Pennichuck Corporation and
each of its subsidiaries;
WHEREAS, Article IX (3) of the Articles of Incorporation of Pennichuck Corporation
and Article V §2 of the by-laws of Pennichuck Corporation require the approval of the sole
shareholder (the City of Nashua) for Pennichuck to create, incur, assume, or guarantee any
indebtedness for borrowed money, which includes contracting a loan on behalf of the
Corporation; and
WHEREAS, Pennichuck Water Works, Inc. is a regulated New Hampshire public water
utility corporation providing retail water service to New Hampshire customers, and is a wholly
owned subsidiary of Pennichuck Corporation which, in turn, is wholly owned by the City of
Nashua.
NOW, THEREFORE, BE IT RESOLVED by the Board of Aldermen of the City of
Nashua that the City approves the borrowing by Pennichuck Water Works, Inc. of up to
$300,000 from the State of New Hampshire pursuant to the State Revolving Loan Fund to fund
the Twin Ridge Interconnection Main project in Plaistow, NH, and the guaranty by Pennichuck
Corporation of the payment by Pennichuck Water Works, Inc. of said loan; and
FURTHER RESOLVED by the Board of Aldermen of the City of Nashua that the City
approves the borrowing by Pennichuck Water Works, Inc. of up to $240,000 from the State of
New Hampshire pursuant to the State Revolving Loan Fund to fund the Sweet Hill
Interconnection Main project in Plaistow, NH, and the guaranty by Pennichuck Corporation of
the payment by Pennichuck Water Works, Inc. of said loan.

LEGISLATIVE YEAR 2022
RESOLUTION:

R-22-039

PURPOSE:

Authorizing Pennichuck Corporation and Pennichuck Water
Works, Inc., to borrow funds from the State of New
Hampshire Revolving Loan Fund

ENDORSERS:

Alderman Patricia Klee

COMMITTEE
ASSIGNMENT:

Pennichuck Water Special Committee

FISCAL NOTE:

None.

ANALYSIS
This resolution approves the proposal by Pennichuck Corporation and one of their regulated
public water subsidiaries to borrow funds as described in the resolution.
Pennichuck has provided additional information on the proposal, which has been forwarded to
the Board of Aldermen.
Article IX (3) of Pennichuck Corporation's Articles of Incorporation and Article V §2 of the
Pennichuck Corporation's by-laws requires City approval for the borrowing.

Approved as to form:

»nice oi corporation counsel

